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INTRODUCTORY NOTE
The Twenty-Fourth Annual Meeting of the Board of Governors
of the International Monetary Fund was held in Washington, D.C.,
from September 29 through October 3, 1969, under the Chairmanship of the Honorable Jose Maria Dagnino Pastore, Governor
for Argentina. The Meeting was held in conjunction with the
Annual Meetings of the Boards of Governors of the International
Bank for Reconstruction and Development and its affiliates.
Mr. Dagnino Pastore and the Honorable Egidio lannella, Governor
of the Bank, IFC, and IDA for Argentina, acted as Chairmen of
the Meetings.
These Summary Proceedings include statements, or portions of
statements, relating to the work of the Fund which were made by
the Governors during the Meetings; omitted passages are indicated
by dots ( . . . ) . The statements are presented in chronological order.
Resolutions adopted by the Board of Governors of the Fund,
reports and recommendations of the Joint Procedures Committee,
and other documents relating to the conduct of the Meetings are
also included. A list of statements arranged alphabetically by
country and a list of the principal topics discussed will be found
on pages 359-63
Statements relating to the work of the Bank are reproduced in
the Summary Proceedings of the Annual Meetings of the Bank
and its affiliates, issued by the Bank.
W. LAWRENCE HEBBARD
Secretary
International Monetary Fund
Washington, D.C.
November 20, 1969
xi
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MESSAGE FROM THE PRESIDENT
OF THE UNITED STATES OF AMERICA1
Richard M. Nixon
A generation has passed since those far-sighted men at Bretton
Woods conceived of the International Bank for Reconstruction and
Development and the International Monetary Fund. They built
well. These sister institutions have been an example to all of international cooperation in action, nourishing the growth in trade
and advancing the cause of development essential to peace and
prosperity.
Institutions maintain their strength, not by reviewing the accomplishments of the past, but by responding to the needs of their
time. As you meet this week in Washington, the challenges are
plain. We must restore the stability of price levels, threatened
by inflation, upon which sound growth depends. We must attack
those obstacles that inhibit development. We must assure that
the financial framework for international trade and investment
is reinforced to support the requirements of the future.
There are bright omens. This week, you are embarking on the
path-breaking task of providing—by deliberate and cooperative
decision—the financial liquidity needed to keep pace with economic needs. You will have the benefit of a thoroughgoing review
of assistance needs.
There are also visible difficulties. They can only be solved by
the devoted efforts of dedicated men, working together with good
will, patience, and the support of many countries. Such efforts
are the hallmark of these institutions.
I can assure you that this country aims to do its part, including
dealing with the inflation that for too long has strained the vitality
of our economy.
I welcome you to Washington and wish you Godspeed in your
efforts.
1

Delivered by the Governor of the Fund and Bank for the United States
at the Opening Joint Session, September 29, 1969.
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OPENING ADDRESS BY THE CHAIRMAN OF
THE BOARD OF GOVERNORS OF THE FUND,
THE GOVERNOR OF THE FUND
FOR ARGENTINA1
Jose Maria Dagnino Pastore
On behalf of my colleague as Chairman, Governor lannella,
and myself, I cordially greet the distinguished Governors of our
organizations, their alternates and advisers, and official observers
and special guests.
It is a particular pleasure for me to welcome the delegates of
Swaziland, who are taking part in these Annual Meetings for the
first time, and the observers from Cambodia, Equatorial Guinea,
Southern Yemen, and the Yemen Arab Republic, countries which
have applied for membership in both the Bank and the Fund.
I know that I speak for all when I express our deep appreciation for the generous hospitality which the Government and people
of the United States are once more extending to us.
Before calling on the President of the World Bank and the
Managing Director of the Fund, I should like to make some introductory remarks. I shall not describe the operations and achievements of our organizations in the recent past, as the various Annual
Reports before us already offer a detailed description. Rather, I
prefer to concentrate on a few of the more important issues and
1
Delivered at the Opening Joint Session, September 29, 1969. Mr. Jose
Maria Dagnino Pastore, Governor of the Fund for Argentina, and Mr.
Egidio lannella, Governor of the Bank, IFC, and IDA for Argentina, acted
as Chairmen of the Annual Meetings. Governor Pastore presided at the
Opening Joint Session on September 29, at the Second Joint Session on
September 30, at the Fund Session on October 2, at the Third Joint Session
on October 2, and at the Closing Joint Session on October 3. Governor
lannella presided at the Bank, IFC, and IDA Session on October 1 and
delivered the Closing Remarks from the Chair on October 3.
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problems confronting the Bank Group and the Fund today, with
particular reference to those which will most probably occupy our
attention and efforts in the months to come.
In this twenty-fifth anniversary year of the Bretton Woods Conference, it is difficult for me to analyze the financial issues of the day
without pausing to meditate on the outstanding contributions of
these organizations, and their efforts to achieve the basic goals of
international financial cooperation, stability and growth, and a high
level of employment, established a quarter of a century ago.
I shall begin by analyzing what I deem to be the most significant
issues in the sphere of the World Bank Group.
The first such issue is the matter of the scale of operations.
I particularly mention this because of the substantial change that
has occurred recently and because it has additional important
implications for the future. During the fiscal year 1969 the Bank
increased its lending by 87 per cent. This striking achievement
deserves to be emphasized for what it signifies in itself, as well
as for what it implies for the ambitious goal, announced by the
President of the Bank a year ago, of doubling lending in the subsequent five-year period. The Bank has made a flexible adaptation
to the tensions and requirements of this expansion. The continuation and consolidation of this expansion will create new problems,
calling for unremitting efforts, great imagination, and resourcefulness.
Simultaneously with this increase in the scope of its lending
operations, the Bank has shown an equally substantial increase
in its level of borrowing. But it is in this area where its future
development becomes more uncertain, particularly because of the
existence of various elements that are difficult to predict, since
they are not completely within the control of the Bank. Fiscal
and balance of payments preoccupations in capital-exporting countries, concomitant regulation of capital outflows, and high and
rising interest rates are factors that affect the financial development
of the Bank.
The fundamental question is whether we collectively wish to
facilitate a more expansive development, given that the majority
of those factors are not beyond our aggregate control. Various
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important countries have already adopted positive and timely
action to afford the Bank a greater and more frequent access to
their capital markets. Others have provided such access for the
first time. But much remains to be done in this sphere, and I
suggest that more of the countries here represented offer their
valuable contributions by permitting the Bank more liberal and
frequent access to their capital markets.
At the same time, I should like to call your attention to a
matter connected with the participation of the domestic industry
of borrower countries in the supply of materials and equipment
for projects financed by the Bank. An increase in this participation
will represent a significant contribution to the promotion of industrial development in these countries by allowing local suppliers
greater possibilities for achieving adequate levels of efficiency.
The second issue I should like to mention is the question of
the replenishment of IDA's resources. Its scope of operations has
been adversely affected by the limitation and uncertainty about the
availability of resources. In this respect, I should also like to
express my preference for, and to make a suggestion with regard
to, the possibility of beginning early discussions of a third replenishment and, what is even more important, to consider ways and
means to make all future action for financing of IDA a more
predictable and adequate element within the over-all strategy of
development financing.
The third factor I should like to mention relates to the general
field of development aid, and covers problems related to its
volume, quality, and efficiency.
Much effort has been made in the area of development assistance
since Bretton Woods, and our organizations have contributed their
share.
Nevertheless, much remains to be done, and to be done more
efficiently. Today, once again, we are confronted by a great challenge to our purposes, intentions, and capabilities.
Our organizations can continue to make their valuable contributions, and even increase them. But, more important still, I
believe they can take advantage of their unique position as truly
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multilateral operational organizations, and offer an appropriate
forum where many of the current difficulties can be discussed
and mitigated.
The absolute and relative size of over-all financial assistance
is an important element. The Governors at these meetings can
make significant contributions to increasing the volume of these
flows. At the same time, I deem it appropriate to pay more
attention to the problem of the organization, quality, and real
value to recipients of the funds transferred. Nothing is gained—
except perhaps spurious complacency—if we continue to substitute larger nominal amounts with smaller real values to recipients,
through the burdening of transfers with ties and conditions of one
kind or another. I can understand that serious preoccupations
with balance of payments and other problems in the more advanced
countries have suggested procedures that tend to diminish the real
value of their contributions to countries receiving aid, but at the
same time I feel that those more basic preoccupations are not
beyond the collective control of the countries represented here
today, to the extent that they confront these difficulties in a
coordinated manner.
The question of trade and access to markets is another element
of great importance in this development venture. In terms of
autonomy of decision and of enhanced self-respect, there is much
to be said for more and freer trade, beyond all the other considerations of efficiency and dynamic transfer of technological knowledge which all of us have repeatedly acknowledged. Nevertheless,
the road to self-sustained growth is paved with restrictions, limitations, and lack of opportunities for many countries. I appeal to
the Governors attending these meetings, and to our organizations,
to continue to do their utmost, and to undertake effective action
toward the removal of the obstacles that hinder freer trade.
I shall now refer to a few of the more important problems within
the Fund's sphere of action.
At these meetings, Governors will be invited to make a historic
decision in the area of international liquidity. The deliberate
creation of international liquidity is a new venture and one important step in the long—and not always smooth—process of financial
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evolution. This is an action that will open up new technical
prospects and possibilities in the field of liquidity. But its significance goes beyond the specific problems it attempts to solve: the
SDR scheme clearly stands as an example of what can be achieved
by the system and by individual members—through genuine multilateral cooperation, on the basis of full participation, and fair
treatment for all.
Like all new enterprises, the activation of the facility opens an
untried path before us, and probably some difficulties and problems
will arise as we traverse it in the future. Some thoughts and
suggestions on this point will probably be made during the next
few days. I believe we should welcome them and feel optimistic
that whatever problems may arise they will always be adequately
resolved, provided the same spirit of global cooperation and understanding that led to the creation of the facility prevails.
There is another Resolution that Governors will be called upon
to consider at these meetings. It deals with the acceleration of the
Fifth Quinquennial Review of Quotas and relates to the question
of an enlarged Fund through general and special increases in
quotas. The Executive Directors of the Fund have already discussed this matter at length, and have made substantial progress
toward achieving the consensus that we hope will be reached
shortly.
I believe that effective action in this field is essential to
keeping the resources of the Fund in line with the prospective
growth of world trade and payments. At the same time, and
what is perhaps even more important, I believe that additional
strength at the center of the system is necessary, if we wish to
avoid—or, should I say, reverse—a centrifugal dispersion in
decision making and multilateral surveillance. We should work
toward this strengthening, particularly since we can envisage that
it will make an important contribution in terms of an improvement of the adjustment process, through a more generalized use
of Fund resources.
It also seems appropriate that we should approach this matter
with an open and global view and, consequently, with a reasonable
amount of flexibility in individual aspirations.
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My third point deals with the adjustment process. It is apparent
that the events of the recent past cannot give comfort to any
observer of the international financial scene. Recurrent exchange
crises, widespread uncertainty, massive and unstabilizing speculation, high and rising interest rates, the maintenance and even the
extension of controls and restrictions, and so on, are not the elements of an efficient monetary structure within which countries
may devote their energies and preoccupations to the accepted
goals of orderly growth, of freer trade and payments, and of more
efficient capital flows. I believe this is a field in which the contrast
between goals and realities suggests the need for further and
searching exploration, both at the multilateral and individual
country levels.
The role that the adjustment discipline is supposed to play
should be an important and decisive part of the rules of the game
practiced by both deficit and surplus countries. I merely wish to
stress my belief that domestic stability and wide international
cooperation are efficient instruments for achieving genuine and
orderly economic progress.
As we all know, domestic stability is a difficult objective to
achieve and maintain. It is a goal that taxes very heavily the
technical and political energies of nations, requires strong internal
discipline, and involves time, perseverance, and permanent vigilance. But we cannot dispense with it—in the internal or in the
international sphere—if we wish to achieve our objectives. Consequently, we must be convinced that all these difficulties should
not, in any way, affect our determination to act—and to act
promptly—to achieve and to maintain stability.
The other side of the same coin is international monetary cooperation. We know how difficult it is to attain domestic stability,
but we also know how much these difficulties are compounded
when we receive, through our external sectors, negative influences
affecting that stability and thus frustrating our internal efforts.
This is a complex subject—surely more complex than my brief
comments would imply—but it is one of the most important issues
of the financial picture today. I believe that we should unceasingly
increase our individual and multilateral efforts in the search for

©International Monetary Fund. Not for Redistribution

8

SUMMARY PROCEEDINGS, 1969

viable, efficient, and timely solutions to our problems of adjustment to international disequilibria.
Finally, allow me to state that, over and above the technical
complexities of the problem that have been outlined, we should
not lose sight of the framework within which economic activity
functions when adopting relevant decisions at an international
level. In the 25 years that have gone by since the creation of these
organizations, man has witnessed the advent of the nuclear age, of
the cybernetic age, and of the space age. However, an important
fraction of humanity has not yet emerged from poverty, sickness,
and ignorance. The continuous assimilation of scientific, cultural,
and political changes threatens to break out in tensions and frustrations both in man and in communities.
Even more perceptible are the demands for human progress at
all levels, toward a solidaristic and integrated society, rich in
moral and spiritual values, and it is becoming increasingly clear
that participation in the decision-making process, the attainment
of economic growth, a more just distribution of income, and the
reduction of regional differences in standards of living are essential instruments in the forward march of human achievement. Let
us bear in mind, when beginning these meetings, the challenge
implied in these deficiencies that afflict the world, and let us
respond to it with the same imagination and resolution that was
shown by the participants at Bretton Woods when they confronted
the economic reconstruction of the postwar world.

©International Monetary Fund. Not for Redistribution

Copyright
Clearance
Center

RightsLink®

PRESENTATION OF THE
TWENTY-FOURTH ANNUAL REPORT1
BY THE CHAIRMAN OF THE EXECUTIVE BOARD AND
MANAGING DIRECTOR OF THE INTERNATIONAL MONETARY FUND
Pierre-Paul Schweitzer
Mr. Chairman, I wish to join in thanking the Governor for the
United States for his words of welcome and in greeting all who
have assembled for our Twenty-Fourth Annual Meetings. I am
especially happy to see here the Governor for Swaziland, which
joined our institutions a week ago, the representatives of Cambodia and Southern Yemen, for which membership Resolutions
have recently been approved, and the representatives of Equatorial
Guinea and the Yemen Arab Republic, for which the Governors
will be asked to approve similar resolutions later this week.
It is again my privilege to present to you the Annual Report of
the Executive Directors of the Fund. The past year has been one
of marked contrast between setback and achievement for the world
monetary system. In the major national economies, progress
toward better financial balance, internally and externally, is now
discernible, but it has so far been disappointingly slow. In the
exchange markets, strains and disturbances have been too frequent
for comfort, largely as a result of past shortcomings in national
adjustment policies. In one important sector—the private gold
markets—the present arrangements have proved to be workable.
The past week has again been affected by considerable uncertainty in the exchange markets. However, the decision of the
German Government to close the exchange markets last Thursday
>• September 29, 1969.

9
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and Friday, and again this morning, has helped to prevent the
very large speculative flows that might otherwise have occurred
and that did indeed take place in November 1968 and in May
of this year. But the cessation of organized dealings in a major
currency can obviously not be maintained beyond a very short
period without gravely upsetting international transactions.
For this reason I welcome the decision of the German authorities, which has just been announced, to reopen the exchange
markets as from tomorrow. There would have been a risk that the
reopening of the markets would by itself have provoked renewed
speculative flows into Germany which could have had serious
untoward effects on many other countries. However, the German
authorities have taken further action intended to avoid possible
pressures on the international monetary system. They have communicated to the Fund that they have decided that in the present
conditions they will not ensure that rates for exchange transactions
involving the deutsche mark within their territory will be confined
within the limits hitherto observed. They will also maintain close
contact with the Fund and resume the maintenance of the limits
around par at the earliest opportunity.
As in previous years, the financial disturbances have been contained by intensive cooperation among monetary authorities. International financial cooperation is not an end in itself; nonetheless
its achievements are real. As a result of this continuing cooperation,
I am confident today that countries pursuing the right course for
the restoration of their payments positions can count on the necessary international support. More broadly, this cooperation has
helped to minimize the damage caused by financial disturbances
to the world economy. In fact, world trade in the past eighteen
months has expanded by record proportions, while production,
employment, and incomes have been buoyant. Moreover, recent
months have seen the culmination of the arduous international
efforts of the 1960's to provide an adequate reserve base for
the world monetary system. This achievement augurs well for our
ability to undertake such further improvements as may prove
desirable from time to time to promote the smooth and flexible
working of the system.
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On July 28, twenty-five years almost to the week after the
Articles of the Fund were drawn up at Bretton Woods, the first
amendment to those Articles entered into force. The amendment
made it possible to bring the Special Drawing Account into operation on August 6 when members with 75 per cent of total quotas
had deposited their instruments of participation. By the end of
last week, 68 member countries representing over 82 per cent of
total quotas had become participants in this Account, and I am
sure that in the months to come participation will reach a very
high proportion of the Fund membership. Submitted for action
by the Board of Governors at this Annual Meeting is the proposal
that I have made, as Managing Director, for the allocation of
special drawing rights for the first basic period, beginning on
New Year's Day of 1970. I have satisfied myself that this proposal, on which I shall have more to say later, is consistent with
the relevant provisions of the Articles. I have ascertained, after
the necessary consultations, that there is broad support among
participants for the proposal; and the Executive Directors have
concurred in it. It now rests with the Board of Governors later
this week to take the first decision of the Fund to allocate special
drawing rights.
The deliberate creation of reserves by the international community, in regulated amounts and according to established procedures,
was for many years the hope—some said the dream—of monetary
theorists. To bring the idea into the reality has required an
intensive period of study, negotiation, and finally of legislation.
This process has seemed long drawn out to the watching public
and the financial markets, as it has indeed to those most intimately
involved. But given the novelty, the complexity, and the responsibility of the task, I am convinced that the time invested in building
a sound structure, and in developing the understanding necessary
for the proper use of that structure, has been well justified.
Provision of a satisfactory reserve base is only one of the foundations for a smooth working of the world monetary system. The
extension by the Fund of financial assistance to members in support of sound financial programs plays a key role in the international adjustment process. The continuing contribution that the
Fund will be able to make in this respect should be enhanced by
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the outcome of the forthcoming review of quotas, to which I
attach great importance.
In a more specialized area the Fund staff completed its study
earlier this year on the problem of the stabilization of commodity
prices; and, on the basis of that study, the Executive Directors
have established a new facility. This provides for assistance to
member countries that have a balance of payments need in connection with the financing of buffer stocks under commodity agreements that meet appropriate criteria. These criteria are broadly
concerned with ensuring, within a proper organizational framework, that the arrangements are economically sound and are consistent with the temporary use of Fund resources. Drawings in
support of such arrangements may be made, separately from use
of the normal credit tranche facilities, up to amounts equivalent
to 50 per cent of quota. Such drawings, together with any drawings outstanding under the compensatory financing facility, may
reach a common limit of 75 per cent of quota. The problems
arising from undue fluctuations in markets for primary products
may at times pose serious difficulties for economic development. It
has been a source of great satisfaction to me that it has been found
possible for the Fund, through these two complementary facilities,
to offer a special contribution toward easing these problems.
I turn now to a brief review of major developments in the world
economy. In the field of national economic management, this past
year has had its full share of difficulties and disappointments.
Inflationary tendencies have proved unexpectedly resistant to corrective treatment. This reflects to an important degree deficiencies
in policy in earlier years and an associated build-up of inflationary
psychology, which in turn delayed the effectiveness of the corrective measures applied during the past year in, for example, the
United Kingdom and the United States.
The long delay in bringing inflation under control in the United
States has had especially serious consequences. Apart from the
domestic repercussions, this has brought a deterioration in the
underlying payments balance of the United States; it has also
imparted an unduly expansionary impetus to the world economy.
The attack on embedded inflation in the United States by means
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of restrictive monetary measures has entailed severe strains in
world financial markets. Interest rates have risen to levels unprecedented in modern times. This has caused serious difficulties
for a number of countries and in particular economic sectors. But
a marked alleviation of these pressures on financial markets is
necessarily dependent on an alleviation of the underlying inflationary strains; and this demands persistence with corrective
measures, in the fiscal field as well as in the monetary field.
At present, virtually all industrial countries are faced with the
problem of an actual or a latent excess of demand, and with associated cost pressures. In some important cases these cost pressures
have become disturbingly strong. It is unfortunately clear that 1969
will see, for the second year running, price increases of exceptional
and surely unacceptable magnitude. Price increases across the industrialized world—as measured in the gross national product—
averaged almost 4 per cent in 1968, and this year are likely to be
somewhat more. The average increase over the previous decade
was about 2l/2 per cent. In a number of countries there has been
strong public reaction against recent rates of inflation, and this has
reinforced the pressure for remedial action.
The programs of restraint now being carried out in the United
States, the United Kingdom, and France should improve both internal and external financial balance in these countries. It is therefore of great importance for the world economy that these programs
should be pressed to the point at which they show unequivocal
results. At the same time, it will be necessary to ensure that the
reduction in global demand pressure that is clearly required is not
carried too far. A parallel responsibility, to maintain an adequate
level of domestic demand, therefore rests on countries whose underlying balance of payments positions are strong. Admittedly, in
those cases where strong cost pressures have emerged, the task of
policy will be especially difficult. But it is implicit in the proper
working of the adjustment process that both deficit and surplus
countries, in drawing up their financial policies, should take full
account of external considerations.
Adherence to appropriate financial policies, and their careful
coordination among the major countries, therefore has an essential
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part in securing better balance in international payments and in
contributing to more settled conditions in the exchange markets.
This role is inescapable. Whatever structural improvements are
made in the international monetary mechanism, the stability of the
system will in the end remain dependent on the way the mechanism
is run, that is to say, on national economic policies and their mutual
consistency. Structural improvements are valuable when they provide a better basis for such policies; they can never be a substitute
for these policies.
It is in this light that Resolutions relating to special drawing
rights and Fund quotas have been presented to Governors, and I
believe this is also a useful perspective to apply to some current
suggestions for further improvements in the world monetary system. A common aim of all these approaches must be to enable
countries—and I now quote from the purposes of the Fund as set
out in Article I—"to correct maladjustments in their balance of
payments without resorting to measures destructive of national or
international prosperity." Recent experience suggests that, for this
broad objective to be met, the stabilization efforts of individual
countries need to be backed by a reinforcement of the system in
certain key respects. Prominent among these is the restoration of
an adequate, but not excessive, flow of new reserves into the system
and an adequate supply of conditional liquidity.
An extensive review of recent developments in world reserves is
contained in Chapter 2 of the Annual Report, which lies before
you. This review points to a marked decline in the degree of global
reserve ease; the last four or five years have seen a diminution in
the rate of growth of reserves, as well as in the relative level of
reserves, when measured against the relevant economic magnitudes.
Another way of expressing this is that the normal excess of world
surpluses over deficits, which has arisen in the past from the accrual
of gold to monetary reserves and which should be restored in the
future by allocations of special drawing rights as well, has in recent
years become small and even negative.
The dearth of payments surpluses is not merely a statistical
phenomenon. It has become a matter of common experience, with
important consequences for policy. Thus, even countries whose
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reserve positions and current payments balances are relatively
strong have shown little eagerness to initiate or tolerate a deterioration in their payments balances and a significant decline in their
reserves. At the same time, for many developing countries, as well
as for some large industrial countries, recent reserve accumulations
have been achieved from a relatively modest level. It follows that
scope for regular reserve growth has to be provided if the needed
efforts by deficit countries to improve their payments positions are
not to be frustrated by defensive actions of other countries.
The current situation in which few countries enjoy a truly comfortable balance of payments and reserve position reflects another
factor aside from the dwindling of net reserve growth. In the past
year or so the payments balances of leading industrial countries
have been transformed into a new and unfamiliar pattern. I refer
in particular to the large inflow of short-term and portfolio capital
to the United States; to the large outflow of capital from Italy; and
to the large outflow of long-term capital from Germany, in this case
partly offset by an inflow of short-term capital of an essentially
speculative character. In each of these major cases, the capital
flows have been in an equilibrating direction, in the sense that they
have reduced imbalances in over-all payments. These flows have
to an important degree been the consequence, or at least the byproduct, of the conjunctural situation and of deliberate policy measures. Their scale and relatively novel character suggest that it
would be unwise to rely on their continuance; and there are cases
in which this would not be desirable. Nonetheless the emergence
of these equilibrating capital flows, combined with the improvements in underlying current account positions that should result
from measures in the United States, the United Kingdom, and
France, represents a degree of progress toward a better balance of
payments equilibrium.
This progress should certainly not be overstated, and an appropriate set of national policies has to be pursued if such progress,
some of it incipient in character, is to be consolidated. It is my
judgment that such policies will on balance be enhanced by action
to restore a normal rate of reserve growth. It is this judgment that
underlies my proposal in the Resolution before you for the allocation of special drawing rights for the first basic period.
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It would be superfluous for me to repeat here the full justification
of that proposal contained in the accompanying report. I shall confine myself to a few broad points, relating to the amount of the proposed allocation and to the length of the basic period. It is apparent that even the most careful calculations of the trend need for
reserves must be regarded as tentative and approximate at this
stage. Our forward projections of reserve needs and availabilities
have therefore encompassed a rather wide range for the estimate of
needed reserve supplementation. The proposal for allocation of
special drawing rights at a rate equivalent to $9.5 billion over the
three years from 1970 to 1972 is grounded on estimates at the
lower end of the range. This reflects the desirability of prudence
in the initiation of this far-reaching venture. A cautious approach
is also indicated by the qualified character of the progress made
toward a better balance of payments equilibrium, and by the predominance of inflationary over deflationary forces in the world
economy. The choice of three years for the first basic period also
reflects in some part uncertainties associated with the necessary
projections in this new field. There are good reasons for giving
preference, in normal circumstances, to a basic period of five years.
The scheme is designed to meet a long-term and continuing need,
and I am confident that it will meet this need.
Parallel to the Resolution containing the proposal for activation
of special drawing rights, Governors have before them a Resolution
inviting the Executive Directors to formulate proposals for the Fifth
Quinquennial Review of Quotas. This parallelism is not accidental.
The provision of unconditional liquidity through a new instrument
must be kept in a proper balance with the availability of conditional
liquidity through access to the credit tranches of what is now the
General Account of the Fund. In the past twelve months, drawings
on the Fund have been made by 39 countries, to a total of $1.9
billion; in predominant part these drawings have been made under
stand-by arrangements in the credit tranches. The recent stand-by
arrangements with the United Kingdom and France, together providing for potential drawings of almost $2 billion, deserve special
mention.
The contribution that the Fund can make in helping members to
deal with their balance of payments problems is widely recognized.
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Interest among Fund members in the revision of quotas to reflect
the growing size of the world economy, as well as to meet changed
economic circumstances, is more widespread in the current review
than at any previous time. I am sure that a satisfactory proposal,
encompassing a general increase in quotas of meaningful size and
special adjustments necessary to bring quotas more into line with
the present economic position of member countries, can be presented to Governors in the forthcoming months.
I have already noted that the provision of additional liquidity in
both unconditional and conditional form is expected to exert a helpful influence on the speed and character of international payments
adjustment. It should permit and perhaps stimulate appropriate
adjustment measures, but it can never be a substitute for them.
The inadequacies and delays in these adjustment measures in
recent years bear an important share of the blame for the disturbances in the exchange markets. These disturbances have contributed to the feeling that ways to ensure speedier response need to be
found, not only in domestic economic policies but perhaps also in
the sphere of exchange rate policy. It has become more widely
recognized that where other measures of adjustment are unlikely
to be successful, or would conflict with important policy objectives,
exchange rate adjustment should not be ruled out. This is indeed
the Bretton Woods philosophy. More controversially, it has been
questioned whether specific provision should be made for exchange
rates to respond at an earlier stage to balance of payments disequilibria, by modifying in some degree the existing arrangements
for exchange rate variation.
These are important questions, partly technical, but also raising
major policy issues. During the past year the Fund has devoted
much attention to investigating and refining the wide range of problems involved. This preliminary round of studies has not yielded
specific conclusions; that was not indeed the primary objective.
But there is, I believe, widespread agreement that what may be
regarded as the heart of the par value system is not at issue: that,
to quote the Annual Report, "the stability of exchange rates at
realistic levels is a key contribution to the balanced expansion of
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international trade, and that the determination of the rate of exchange for each currency is a matter of international concern."
The Executive Directors have already announced their intention
to continue their study of the subject. This study could investigate
whether a limited increase in flexibility of exchange rate variation
would be desirable and attainable with the necessary safeguards;
and through what means any such increased flexibility might be
achieved. This could involve limited changes in the present mechanism of exchange rate variation, or simply a more active use of
existing provisions. I look forward to hearing the views that Governors may express on this topic in the week ahead.
Mr. Chairman, I have dwelt at some length on the improvements
in the international monetary mechanism that we have under way
and under consideration. The improvements in the reserve base of
the system, achieved by a great cooperative effort in the 1960's,
now provide the basis for constructive collaboration in a still wider
field. Let me be specific.
For a number of years past, progress in the liberalization of trade
and payments and in the area of development assistance, which
began so promisingly in the earlier postwar years, has been
checked, in part by balance of payments constraints. With the
resumption of reserve growth on a controlled basis, any such collective payments constraint should disappear. I believe that it
would be appropriate if this were to be recognized in the actions
of the leading trading countries. 1 should like to see a decisive
check to recent tendencies toward backsliding in trade and payments liberalization. I should like to see a new forward thrust in
the volume and quality of development assistance.
The Fund will continue to keep these matters under close review
in its consultations with members. We will also be prepared to
reinforce our collaboration with the international institutions which
have special responsibilities in the field of trade and aid. The removal of remaining impediments in both these areas will be a major
task of the early 1970's.
We must therefore ensure that the new facilities which we have
constructed are used for their underlying purpose. While the pro-
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cess of renovation and adaptation in the world monetary mechanism
is not complete—or is ever likely to be—the framework now exists
in which the pursuit of sound policies for internal and external balance can bring a period of calm and stability to financial markets.
It is in these conditions that we can pay proper attention to our
central objective: the sound development of the world economy,
with the liberal commercial interchanges and mutual assistance
efforts that this requires.
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I would first like to compliment Mr. McNamara and Mr.
Schweitzer on their inspiring addresses in which they have once
again demonstrated their deep and realistic understanding of the
major economic issues which are still confronting the world. I
would also like to avail myself of this opportunity to congratulate
the managements and the staff of the Bank and the Fund on producing such excellent and comprehensive Reports covering their
activities for an eventful year. It is gratifying to note that these
two institutions have expanded their role and have further improved
the framework for dealing with the various problems falling within
their respective spheres of responsibility.
Two major problems continue to disturb international economic
relations. Firstly, the financial world is periodically subjected to
strains of international currency crises, and, secondly, the relationship between the developed and the developing world has not yet
reached a point where the developing countries could obtain adequate resources, on a continuing basis, for their steady development. These problems with all their ramifications are by now quite
familiar and have been discussed at length in various international
forums, including the Annual Meetings of the Bank and the Fund.
It is unfortunate, however, that, in spite of international recognition
of these problems and the need to find some permanent solutions,
international economic relations continue to be dominated by misgivings and apprehension.
These issues were foremost in the minds of the framers of the
Bretton Woods Charter. The Fund and the Bank were conceived as
the principal institutions for maintaining orderly international finanSeptember 30, 1969.
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cial relations and ensuring balanced economic growth in the world.
The fact that we are still exercised over these problems a quarter
century later underlines their complexity and the immensity of the
task that was entrusted to these institutions. Nonetheless, as the
Reports bring out, we have by now acquired much greater experience in handling these problems and evolved an informed policy
approach for meeting the problems which continue to arise. . . .
The declining levels of foreign assistance in the face of increasing requirements pose extremely serious problems of adjustment for
the developing countries. In Pakistan, we have experienced the
impact of a sharp decline in foreign assistance levels over a short
period of time from 1965 to 1969. This greatly narrowed our
options and many painful adjustments had to be made. In an
attempt to protect economic growth, we concentrated our attention
on agriculture and industrial production and in the process had to
deny some much needed resources to social sectors like education,
health, and urban housing. The attempt for mobilization of domestic resources on a large scale to protect the growth rate placed an
inevitable squeeze on consumption in the urban areas. This was
a significant factor in the economic and social unrest which we
witnessed earlier this year. Pakistan's experience during the last
decade shows that even a sustained growth rate of 5l/2 per cent per
annum over a period of ten years and a cumulative increase of over
60 per cent in GNP can be outstripped by the rising expectations of
the masses. There has to be, therefore, a better blend between economic growth and social justice, and the single-minded pursuit of
economic development unaccompanied by adequate investment in
the social sectors seems no longer practicable. In this context,
foreign assistance can greatly enlarge our options and help resolve
the inherent conflict between the requirements of rapid economic
growth and the dictates of social justice. . . .
We have been talking year after year of the volume and terms of
foreign assistance. Considering the rapidly growing debt servicing
burden of the developing countries and the compulsion for making
larger investment in the social sectors, the question of quality and
character of foreign aid have assumed graver dimensions. As recognized in the Bank's Report, the proportion of grants and grantlike assistance from DAC countries in the total official assistance
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declined from about 60 per cent in 1966 to less than 55 per cent
in 1967. The average interest rates increased from 3.1 per cent to
3.8 per cent over the same period. The present monetary situation
in most of the industrial countries is likely to add further to the
debt servicing problems of the less developed countries through a
rise in the general level of interest rates.
. . . It is our hope that developed countries would, as stressed in
the Fund's Report, make greater use of fiscal policy for purposes
of demand management. This would enable interest rates to be
brought down and World Bank lending rates to be kept at reasonable levels. . . .
The time has also come when the world community should give
serious thought to the rising debt servicing burden of the developing
countries. If the decade of the 1970's is not to witness a critical
debt repayment situation, the developed world should anticipate the
emerging problem and provide for it through concrete policies. . . .
The problem of aid flows and the terms of assistance cannot be
isolated from the over-all monetary situation in the world. We
have, therefore, a special interest in the smooth functioning of the
international monetary system. It is heartening that the major industrial countries have reached an agreement on the amount of
special drawing rights to be created for an initial three-year period.
This is a major event and constitutes a constructive and significant
step in the direction of strengthening the existing international
monetary system. And here I must acknowledge the great contribution which Mr. Schweitzer has made in bringing the SDR scheme
to fruition. The activation of SDR's will no doubt serve the highly
useful purpose of supplementing world monetary reserves, but it is
difficult to assess as yet the contribution it would make to a better
working of the international monetary system. This would depend
entirely on the policies pursued by major industrial countries. The
developing countries had in the past urged a specific link between
SDR's and development finance. However, even though the developed countries have not agreed to a formal link, they can help
enlarge the availability of development finance on better terms by
making available to the developing countries a certain percentage of
SDR's allocated to them.
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In connection with the quinquennial review of the Fund quotas
for 1970, a question may arise whether there is need for a sizable
increase in country quotas when the SDR scheme is shortly going
to be activated. It should not be overlooked that the share of the
less developed countries in the SDK's would be much smaller compared to that of the developed countries. Only 28 per cent of total
SDR's created would go to as many as 86 developing countries.
Many of the less developed countries would also not be eligible for
selective adjustments in their quotas. In order to make the general
quota increase meaningful for the developing countries, a realistic
approach would be that the general increase in quotas should not be
less than 30 per cent.
Stabilization of prices of primary products is another important
field which is of great interest to most developing countries. The
Fund and the Bank were requested to study the ways in which they
could participate "in the elaboration of suitable mechanisms involving balanced commitments on the part both of the producing and
of the consuming countries, and devote the necessary resources
thereto." While it is encouraging to note that both the Fund and
the Bank are prepared to contribute to a solution of this problem,
the actual responsibility which they would be willing to accept
under the plans drawn up by them fall far short of the requirements
of the situation. The Fund will not involve itself in the financing of
any buffer stock scheme directly, and its assistance to member
countries for buffer stock operation will need justification on balance of payments grounds. Repayment period for the buffer stock
facility, regardless of the price cycle of commodities and the future
prospects of their exports, will, as in the case of ordinary drawings,
remain limited to from three to five years.
The Bank's role is still more restricted, confined as it would be
largely to analysis and study of problems relating to market access
and competitiveness of primary products. What the developing
countries need is a simple and automatic mechanism which will protect their balance of payments from shortfall in foreign exchange
earnings from exports due to circumstances beyond their control,
so that they can proceed with the implementation of their development plans in a smooth and orderly manner. I can only hope that
the Fund and the Bank will continue to address themselves to this
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problem with a view to evolving more effective measures for its
solution.

STATEMENT BY THE GOVERNOR OF THE FUND AND BANK
FOR JAMAICA
Edward Seaga
. . . Since we are now concluding this Development Decade and
are poised to enter the next, quite obviously this year is the proper
time to contemplate the success or failure of the sixties, with the
hope that we shall learn from this exercise new strategies for the
seventies. Indeed, the Pearson Committee, which will present its
eagerly awaited report to us tomorrow, has been given the task of
making this very assessment. I hope my brief observations will
throw some light on development strategies for the seventies as seen
through the eyes of one developing country.
We all recall that the Development Decade of the sixties began
with a target of 1 per cent of the GNP of wealthy nations to be set
aside as official capital flows, in one form or another, to poorer
countries.
But what are the facts? In 1961, the amount of official flow in
this direction of development was $6.2 billion; this represented 0.5
per cent of the GNP of developed countries; we may therefore say
that we started at the half-way mark. But by 1968—the latest figures available—this amount had increased to $6.9 billion, which
represented 0.4 per cent of the GNP. Eight years later, therefore,
we have managed to accomplish the development miracle of moving
0.1 per cent backward towards our target.
However astonishing this might be, let me hasten to say that the
full story is not yet told. At the same time that official capital flows
from rich to poor nations were of the order of less than $7 billion
per annum, the world was actively spending $150 billion per annum for arms and the means of destruction—over twenty times
as much as was devoted to the development of two thirds of suffering humanity.
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If we need to be still more impressed by the path that we are pursuing and where it is leading, let me further amplify the trend.
In the first six years of this decade, per capita income in the
wealthy countries grew by more than $200 per annum. Compare
this with the similar growth over this period among the poorer
nations—$7 per annum. Can we draw any other conclusion from
this than that the gap between rich and poor nations is widening?
By the end of the century it is expected that per capita income in
developed countries will double to $3,600 per annum; correspondingly, what will happen to the growth of per capita income in the
developing world? How far will it move from its present level of
$90 per annum?
A better way of asking this question, in order to lead us to the
possible area of solution that I wish to propose, is to ask us to try
to comprehend the astronomical increase in capital flows which
would be required if we were to multiply per capita income in the
poorer nations by twenty times in the same period of thirty years,
an accomplishment which would do no more than maintain the
present level of difference in per capita income between countries
rich and poor.
If this is an exercise in statistical imagery, it is intended only to
make use of the same license poets are given, not to force rhythm
or rhyme, but to spell out the single fact that, at the pace we are
moving, by the targets we have set, by the trends we have noted, by
the true results we may now really expect, we are in fact faced with
a future of futility.
The spark of light beamed on this gathering by President McNamara in his expansion data on lending and borrowing revealed yesterday can now be understood, as I said earlier, as commendable,
because it is a distinct reverse on the trends of stagnation of the
present.
But how many others will meet the challenge of real expansion
of programs? Would it not be alarming to find that, against this
background of unfulfilled expectations and unmet needs, at least
one major developed country had reached the stage where annual
inflows from the debt servicing of Latin American borrowers had
now exceeded their total outflows of aid to that area per annum?
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Yet this stage has been reached, and it would be more than useful
to know whether it has also been reached by other developed countries in other areas. . . .
Let us, in this assessment, not overlook the fact that this problem
is compounded by the escalation of interest rates that has been the
fearful experience of most countries which have become set in their
expectations of relative stability in the cost of money as a part of
the cost of development.
Here let me pause to reflect that, in times of unimagined movements in rates of interest and uncertainties in the international
monetary field, the calm hand of the IMF has given the vital reassurance that, somewhere, someone cares. Mr. Schweitzer must feel
great satisfaction that, in some measure, his problems will ease with
the birth of special drawing rights and the added flexibility they will
provide to relieve monetary strain. . . .
The purpose of this presentation, however, is to do more than
create a recognition that the present course, despite expansionary
trends in some quarters, must no longer raise hopes in us that it will
provide the future which two thirds of humanity seeks; the real
purpose is to go beyond recognition of the limitations of present
development strategy to make proposals which might assist in making the next decade more meaningful in growth and development.
It is in this context and against this background that I now make
these observations.
It is not intended here to ignore the fact that stable and improved
prices of primary commodities are a major way of moving money
from developed to developing countries. But it is recognized that
this concept has been fully bespoken elsewhere, as well as in this
forum. Among other stabilizing measures being introduced elsewhere, both the Bank and the Fund have this matter before them
at this session for the attention of Governors.
What is proposed is to turn attention to an area which could conceivably carry the potential of significantly increased movements of
funds in the right direction, given certain specific arrangements.
I speak of private investment.
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Official capital flows now approximate a ratio of 7 to 5 with private capital flows from developed to developing nations. This alone
suggests room for much expansion.
The existing pattern of private investment, however, is riddled
with many impediments, which decrease opportunities, involve
frustrations, and drain interest.
If there is to be a successful mobilization of private resources
to add to the pool of official resources which have more or less
leveled off in percentage, in the face of increasing expectations,
several important changes will have to be made in method, policy,
and legislation.
Time does not permit any exhaustive treatment here, nor is this
necessarily the forum for detailed discussion, but certain important
features must be recognized:
(1) The traditional pattern has rested largely on the initiative of
the private investor in seeking the opportunity and establishing his
enterprise. Many countries seeking such investors have had their
success at what might be called "spear fishing"; by contrast, "net
fishing" has a wider scope, which can be more effective. The latter
group of countries works through institutions, often at both ends
of the line. In the case of a developed country, governmental initiative has led to the creation of institutions like the Commonwealth
Development Corporation or the Commonwealth Development Finance Company, which are supported by public and private sources
and invest overseas in public and private institutions or corporations. I commend the model, and I hope that the announcement by
President Nixon in his message to Congress in May of this year on
new directions in foreign aid, announcing the establishment of the
Overseas Private Investment Corporation, is intended to operate on
this basis. Similar institutions in other capital-exporting countries
could add in significant measure to the channelling of investment
funds.
But the real virtue of such institutions is that, as "net fishers,"
they capture the investor who does not want to go it alone or get
involved in the process of investigation or establishment; they
attract institutional and individual investors who will participate in
properly established and managed investment organizations.
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(2) Conversely, developing countries need to establish public
and private institutions capable of dealing with overseas public
and private investment corporations. Here again, the prime advantage is to remove the search for partners on an individual, timeconsuming, and often frustrating basis. Development banks common to many countries—now also a part of the Jamaican scene—
are essential in this framework.
(3) The philosophies of old must be abandoned. The days of
wholly-owned foreign enterprises are rapidly passing; joint venture
is the new pattern. Likewise, the days of government-established
institutions being considered outside the ideological realm of private investors are gone; in many countries, public institutions must
pave the way for private sector developments, which are eventually
encouraged to participate, because the degree of sophistication of
the capital market in many such countries has not, in most cases,
attained a full range of flourishing private institutions. As President
Nixon pointed out in his message: "Each nation must fashion its
own institutions to its own needs." . . .
(4) Finally, more harmonization of government policy with
government treaties and legislation is required. While promoting
the policy of joint ownership to U.S. investors, the U.S. tax authorities reduce tax rates on Western Hemisphere corporations only if
they hold at least 90 per cent equity in U.S. hands. Double-taxation
treaties, historically based on agreements between economic equals,
must now be rewritten in the light of unequals treating with each
other, in which developing countries must secure the right—originally denied them historically when they did not control their own
administrations—to fully tax incomes arising in their economies.
Removal of these inequities and anomalies does away with the contentions and double taxation which frustrate the strongest desires.
We are looking only one decade ahead—a mere ten years—while
men are setting targets fifteen years in advance for scientific probes.
Perhaps, in the context of barriers now being broken with imagination, determination, and courage, as men open the doors of Heaven
itself, we may, by comparison, in the mere span of one decade on
earth, feel ashamed to move with timid steps in a field fertile for
giant thought and action.

©International Monetary Fund. Not for Redistribution

GOVERNOR FOR JAPAN

29

STATEMENT BY THE GOVERNOR OF THE FUND AND BANK
FOR JAPAN
Takeo Fukuda
The Annual Meetings of the Bank and the Fund have always
provided us the stage to meet and to work together for the advancement of the world economy in the spirit of international cooperation. We are proud of many successes achieved here in the field of
economic development and international monetary affairs.
Our meeting this week will be a particularly important and, I
may say, historic one, because, by our decision to allocate special
drawing rights at this meeting, we are taking another important step
into a new international monetary system, where supplementary
reserve assets are to be deliberately created and managed internationally for the first time in history.
It is a great pleasure for me to be able to participate in this
memorable occasion.
Let me first touch on the present economic situation of the world.
Rapid expansion and financial imbalance were, as pointed out in
the Fund Annual Report, the main features of the performance of
the world economy during 1968 and the first half of 1969. It is
really encouraging to note that, in spite of disturbing factors in the
currency situation, the economies and trade of major industrial
countries, as well as of the world as a whole, continued to expand
much more rapidly than was generally expected.
In the process of such developments, however, imbalances both
external and internal have of late become increasingly evident in
the economies of many industrial countries. The problems they
face are not the same, of course. But it is essential that a better
degree of equilibrium be restored in the international payments situation of those countries through proper management of their economies. Flow of real resources from those countries to the developing nations can then be ensured, thus enabling well-balanced growth
of the world-wide economy. In this regard, I would like to stress
the heavy responsibilities of the major developed countries and to
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urge strongly that they should not spare any efforts to improve the
working of their adjustment process.
It is by no means an easy task to attain in a compatible way two
basic objectives of the world economy, that is, growth and stability,
which are also among the purposes of the Fund as envisaged in
Article I of the Agreement and toward which all of us have to make
strenuous efforts.
The past year has witnessed a number of encouraging signs of
progress in the development of international monetary affairs, although there still exist many problems requiring further endeavors
on our part.
Among other things, it is a significant and historic event, as I
said before, that a consensus is about to be reached on the activation of SDK's, which will clear the way to make a successful
approach to the problem of meeting international liquidity needs.
I believe the establishment of the SDR system will over time facilitate smoother functioning of the balance of payments adjustment
process.
Therefore, it is a matter of primary importance that we adopt
at this meeting the formal Resolution in accordance with the proposal of the Managing Director to allocate $9.5 billion over the
period of three years.
At the Annual Meeting of 1965, I pointed out the importance of
creating new reserve assets in order to assure expansion and prosperity of the world economy, and advocated that this problem be
tackled on a gradual and practical basis by supplementing, not supplanting, present reserve assets; that new reserve assets not be
linked too closely with gold; and that the creation of such assets
be effected through the Fund to meet global need.
SDR's in their completed form as we have before us today seem
to be broadly in line with my original thoughts.
In future management of this new kind of liquidity, we should
try to establish confidence in SDR's as good assets through the efforts and cooperation within the Fund of all participating countries.
With the activation of SDR's, the international community is
now capable of providing the appropriate amount of reserves necessary for the growth of the world economy without depending too
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much on the economic performance of a particular country or on a
natural product like gold whose supply is physically limited. Since
SDK's are to be created according to our deliberate plan and managed by ourselves, the institution to which we entrust such an important function, the IMF, must, I stress, be a strong and sound
one. The Fund should respond to its expanded new responsibilities
and should adapt its functions and resources accordingly. In this
sense, I look forward to the strengthening of the Fund as the pivot
of the international monetary system to enable it to meet such
challenging tasks.
It was in consideration of such need to strengthen the Fund that
we have consistently been urging early adjustment of Fund quotas
with emphasis on selective increases.
It is my strong desire that the proposed Resolution be adopted at
this meeting so that the adjustment of Fund quotas may be realized
as soon as possible.
The Annual Report of the Fund, referring to the changes in the
international monetary situation since the time of the establishment
of the Fund, points to the fact that the emergence of international
short-term capital movements in such enormous amounts presents
one of the most critical problems of the international monetary system today.
This problem is somewhat related to the role of exchange rates
in the adjustment process of balance of payments, but I should like
first to touch upon the problem of short-term funds.
It is well known that movements of speculative capital have
aggravated swings of balance of payments in many countries during
the recent disturbances in the exchange markets. Maintenance of
confidence in the currencies affected, needless to say, is the basic
element needed to cope with such speculative movements of shortterm funds. Effective employment of appropriate monetary policy
and utilization of adequate amounts of international credit facilities
are also indispensable means to meet such a situation. However, I
also think that recourse to more direct measures to limit and to
restrain such capital movements is justifiable under special circumstances. I do not think such measures are inconsistent with the
spirit of the Fund Agreement.
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In recent months there have been a number of ideas presented
concerning changes in the present exchange rate system. Some
argue that defects in the current fixed exchange rate system have
been one of the major causes of recent international monetary
problems. So far, we have not undertaken thorough study among
ourselves on this subject, but these proposals apparently have theoretical as well as technical weaknesses, and none of them appears
to be operational. Any proposals inconsistent with provisions of
the Fund Agreement seem to me rather difficult and unrealistic in
view of the complex procedure for amending the Agreement.
The role of exchange rate flexibility in restoring international
equilibrium is, at any rate, rather limited, and international balance of payments difficulties can only be fundamentally overcome
through improvements in the economic management of the countries concerned. Unless accompanied by appropriate discipline of
member countries in the management of their economies, no exchange rate system can hope to function well.
The existing exchange rate system has provided the basis for the
world economy to achieve unparalleled prosperity during the last
quarter of a century. It is my opinion that the question of changing
the exchange rate system can and should be resolved within the
framework of the present system through improvement in management and operations. In addition, I should like to emphasize that
the maintenance of a given parity is probably in most cases the
most realistic and persuasive policy objective conducive to proper
management of an economy.
I would now touch on the subject of gold. As the Managing
Director mentioned in his concluding remarks last year, gold will
continue to play a major role in international liquidity. Although
the two-tier system has functioned well since its introduction in the
spring of last year, the uneven distribution of monetary gold and a
certain bias for gold in many countries has, in fact, made gold
extremely illiquid. With the activation of SDK's, gold will surely
become less important as international liquidity. However, maintenance of a happy coexistence of gold with other kinds of liquidity is
essential for the sound working of the international monetary system for some time to come. This problem needs further study and,
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in this connection, I expect the Fund will expedite the review of its
policy on gold transactions.
With the possible slackening of economic activities of major industrial countries from the second half of 1969 into 1970, I fear
that economic assistance to developing countries will slow down.
Symptoms are already visible in the actual performance of economic assistance of some of the major industrial countries.
However, it is most important to ensure the flow of resources to
developing countries for their economic development, since the
prosperity of the world economy cannot be attained without sound
growth of these countries. . . .
It is also a matter of much satisfaction that the Fund and the
Bank have considered and adopted ways and means to help cope
with the problems of primary products.
While it remains a matter of concern to see hostilities arising
from time to time somewhere on the earth, I am pleased to note
increasing signs of peace returning in Asia. It is my belief that if
the wisdom and energy of all mankind were devoted to the peace
and prosperity of the world, developing countries in Asia and in
other parts of the world, which have two thirds of the world population, would be freed from poverty and stagnation and thus would
enjoy more affluent and hopeful living. This is the very objective
which developed as well as developing countries should aim at with
concerted efforts in the coming decades, and Japan is prepared to
play her part and share her due burden, placing particular emphasis
on the closer countries in Asia.
With this in mind, Japan has continued her efforts to expand and
to improve her economic assistance despite insufficient accumulation of wealth in both private and public sectors and consequent
strong demand in the domestic economy for public social investments. Total net outflow of financial resources in 1968 marked an
increase of about 23 per cent over the previous year, and, in terms
of absolute amount, it has now exceeded $1 billion.
It is my desire to continue our strenuous efforts in the coming
years to increase and improve our aid, both quantitatively and
qualitatively, our economic resources permitting.
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I believe that the bright and promising future of the world can
only be brought about when the efforts of developed nations are
matched by self-help efforts on the part of developing countries, all
working together for world peace and prosperity to achieve growth
with stability in developing countries.
Lastly, I should like to make some comments on the current
economic situation in Japan.
Since we met here last year, the Japanese economy has had
another year of favorable development and strong growth.
However, the pace of demand expansion has been gaining
momentum lately, with a resultant sharp rise in domestic prices.
I fear that, should the economy continue to expand at the present
rate, its long-run stable growth might be impeded. Some precautionary measures were therefore taken on the monetary front just
a month ago. I believe that they will be sufficient to forestall any
overheating and thus contribute to a sustainable growth of the
economy. The early detection of domestic imbalances and subsequent prompt action to correct them are, I think, important to a
smoother adjustment. I will continue to follow this principle in
conducting fiscal and monetary policies to sustain a high level of
growth of the Japanese economy which will, I am sure, in turn
contribute to the continued development and growth of the rest of
the world.
In conclusion, I wish to express my sincere hope that the World
Bank Group and the International Monetary Fund will have another year of successful accomplishments in their respective fields
of activity.
STATEMENT BY THE GOVERNOR OF THE FUND
FOR THE UNITED KINGDOM
Roy Jenkins
I am glad to have the privilege of again addressing the Governors
of the Fund and Bank. We are very grateful for the warm welcome
which the United States affords to our meetings when they take
place in Washington.
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I join the Managing Director in greeting the newcomers to this
gathering, and especially the Governor for Swaziland and his colleagues as they attend for the first time as representatives of a new
member country from the Commonwealth.
Special Drawing Rights
The central business of the present gathering will be the first decision to allocate special drawing rights. This decision has been the
subject of much discussion over a long period. Its significance is
fully commensurate with the amount of time and trouble which has
been devoted to its achievement. Today I make three comments.
First, I place on record the wholehearted support of the United
Kingdom for the Managing Director's proposal for activation.
There has at times been a fear that the introduction of SDK's would
reduce the pressure on countries in balance of payments deficit to
take appropriate action. I am therefore happy to be able to report
today that the United Kingdom has made good progress in its
adjustment process, and has no thought of using SDK's as a reason
for faltering on the road to its completion.
When I addressed this meeting in 1968 the measures taken to
rectify the U.K. balance of payments had so far led to disappointingly few visible results. The improvement in our position since
then has been faster than last year I dared to predict. The policies
which we have adopted are now showing their success. The United
Kingdom has moved into substantial balance of payments surplus,
I believe decisively so. Since the period before devaluation in
November 1967, our exports have grown in volume twice as fast
as our imports and three times as fast as our manufacturing production. Our personal consumption and public expenditure have
in combination been kept virtually flat. As an end product our
balance of payments on current account has been transformed from
a deficit at a rate of over $ 1 billion a year before devaluation to a
surplus in the past three months at a rate of $1 billion a year. No
doubt the exceptionally good visible trade figures which we were
able to announce for August contained some special features. But
the results over a longer period encourage us to believe that we can
now look forward to a period of sustained surplus. That is a central
aim of our policy. The United Kingdom has a substantial volume
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of international indebtedness. Our improving position has this year
enabled us to make a substantial start on the repayment of debt.
We intend to continue that process and not to relax on the threshold of success.
My second comment is that in addition to the importance of
SDK's as a step forward in the development of the monetary system, they are scarcely less significant as an example of international
cooperation to attack and solve a world problem of genuine complexity. Here perhaps I may be permitted to express my welcome
for the announcement that France will, after all, ratify the scheme.
Third, a word about the relationship of special drawing rights
with development assistance. There has been disappointment in
many developing countries that the SDR scheme as it has emerged
does not provide for any formal link with aid. I do not wish to
reopen this matter today, but, although no formal link has been
established, I am hopeful that the contribution of the SDR scheme
to the world's liquid resources may help to create more favorable
conditions for the growth of development aid. ...
Another important step forward in the last year has been
the Fund and Bank report on the stabilization of primary product
prices. We welcome this report as representing a practical and
useful response to the Rio Resolution.
Greater stability in the world monetary system, vastly desirable
though that is, will not in itself solve the problem of the enormous
gap between the standards of life of the industrialized countries and
the less developed. . . .
Exchange Rate System
I come now to a subject much discussed over the past year and
to which the Managing Director referred yesterday: the question of
the exchange rate system and whether any new developments are
now appropriate in this field.
After the Bonn conference last November I told the House of
Commons that, in spite of the great achievements made possible
by the Bretton Woods structure, the time had come to consider
both the objectives of international monetary arrangements and the
institutions for implementing them. A large number of proposals
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has been canvassed with varying degrees of enthusiasm. I welcome
this debate. These are questions of the greatest importance. They
should certainly not be forbidden subjects. They need careful study
and discussion, taking into account—and I stress this—the interests of developing countries as well as those of the developed world.
The United Kingdom welcomes the general intention that discussions should proceed. In particular, we support the proposal that
the Executive Directors of the Fund should continue their study
of the matter.
I do not wish today to anticipate the result of these studies, which
are bound to take time and to cover far more ground than could be
discussed this week. But the Managing Director has invited views
on this topic and I offer the following.
First, we have to start by recognizing that at least until fairly
recently the present system has on the whole worked well. And
even the excessively frequent upheavals of the past few years have
so far concentrated their damage, not on world trade, to serve
which is the primary purpose of the monetary system, but on the
public reputation of the system and on the nerves of finance ministers and central bankers. But no one can be certain whether these
upheavals are signs merely of a passing and sustainable disorder or
symptoms of a more deep-seated disease, which could soon become
dangerous to the whole purpose of the system. In any event it is
highly desirable, if possible, to get rid of the discomfort, whether
it be passing or more fundamental. The question is not whether
improvement is desirable—clearly it is—but whether there are
recipes for change available which would prevent a repetition of
recent crises, without attendant and unacceptable disadvantages.
I believe we can now focus discussion on certain specific issues.
No recent argument or event has persuaded me that a system of
total freedom, with all rates floating freely without government intervention, is either desirable or durable. In most economies, the
sectors engaged in foreign trade are too large, and therefore the
effects of movements in the exchange rate too great, for governments to surrender control of them to so-called market forces: this
must always remain a matter of policy choice and decision. But a
system in which governments were constantly or even sporadically
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intervening without obligations as to parities could be at least as
unstable. The evidence of the past is that periods of fluctuation and
uncertainty arouse strong pressures for a return to stability; and this
is likely to be even more true in the modern world with its increasing interdependence and in which so many countries are looking for
greater, not less, stability in market prices in order to plan their
development. I do not believe that events in Germany in the past
twenty-four hours, welcome in themselves, in any way contradict
this argument. There is an impressive degree of agreement on the
main point among governments and central bankers, and also
among those concerned with the actual conduct of foreign trade.
Without going this far, therefore, what can we do to counteract
a tendency for desirable stability to shade into an excessive rigidity
which hampers the adjustment process? Governments often face
difficulties in reconciling their domestic policies and aspirations
with suitable balance of payments objectives. Some of these difficulties—for example those associated with the unwillingness of
surplus countries to lose reserves—may be mitigated by the activation of the SDR scheme. But there is a further factor. Imbalance
arising from costs and prices moving differently in different countries can easily become persistent and affect a wide area of a
nation's trade. A state of fundamental disequilibrium then arises,
and it is usually in the interest of the country concerned as well as
of the international community to resort to exchange rate adjustment. But this does not always happen as quickly as it should; and
the fact that in the past twenty-five years the Fund has seen sixty
devaluations, and only three revaluations, suggests movement upwards may be even more sticky than movement downwards.
The analysis, if not the events themselves, was of course apprehended by those who devised the Bretton Woods system. But the
development of the postwar world has been unexpected in several
important respects. I doubt whether many of the founders envisaged either the full possibilities for growth in productivity and the
speed of inflation in most developed countries, or realized the consequent opportunities for rapid divergence in the competitive positions of different countries. And with such divergence, in the
absence of rate changes, has come much greater opportunity for
fundamental disequilibrium.
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Even though more frequent exchange rate changes in the past
might have facilitated the adjustment process, it is not difficult to
understand why governments have tended to resist them. One reason has undoubtedly been the effect of changes on the stability of
domestic monetary systems as well as the disturbing effect on the
international monetary scene as a whole of the prospective gains
and losses to holders of currency balances. If we seek less rigidity
in rates in order to facilitate the adjustment process, we must find
some effective means of avoiding a consequent growth in destabilizing money flows.
Much useful discussion has already taken place about methods of
introducing an acceptable degree of flexibility. Less attention has
been given to methods of reducing flows of funds from one country
to another when changes in exchange rates seem likely. I commend
for consideration the Sterling Agreements concluded last year under
which the holders of sterling balances have been given guarantees,
in terms of the anchor currency, against capital loss arising from an
exchange rate change; a guarantee which has been underwritten by
the Basle Group of countries. There can be no doubt that this
remarkable instance of international collaboration served to check a
potentially dangerous situation following the devaluation of sterling.
It has introduced an important measure of stability which in recent
months has been of value not merely to the countries directly concerned but to the world as a whole. If some arrangement could be
developed on a wider front, affecting currencies other than sterling,
and with a somewhat more ambitious objective, to reduce not only
the capital loss but also the capital profit which arises when exchange rate changes are made, we should have made an important
step toward combining somewhat greater flexibility in exchange
rates with less risk of undesirable side effects.
When we look at ways in which more flexibility might be introduced, we can, I think, dismiss quickly a substantial widening of
the margins within which market rates may fluctuate above and
below par values. By substantial widening I mean widening to,
say, 5 per cent on either side of parities. This would, in my view,
bring most of the disadvantages of the complete abolition of obligations concerning the maintenance of parities without the advan-
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tage of depriving the speculator of fixed points against which to
calculate.
On the other hand, a very slight widening of the margins, perhaps to 2 per cent above and below par, could be useful. It would
not make a significant contribution to balance of payments adjustment, but it would allow central banks a small but desirable increase of flexibility in market management, with a consequent
greater ability to deal with speculation.
The other main proposals concern a prolific family of schemes
usually described as the "crawling peg." All versions are based on
the belief that small but frequent changes in parities would be more
palatable to governments, and that as a result we should avoid the
need for larger, more dramatic, and more difficult changes in
parities.
One version of this scheme would seek to make life easier for
finance ministers by changing parities automatically according to a
formula related to previous movements in market rates. I doubt if
this version is realistic. Exchange rate management is an integral
part of economic management and is likely to continue to be regarded by most governments as a matter of deliberate choice and
political decision.
Alternative versions of the crawling peg are those in which governments might opt to change their parities by a series of small
monthly steps totaling not more than about 2 per cent a year.
Governments would announce in advance their intention to move
their parities up or down over the course of the succeeding year;
and interest rate policy could be adjusted to offset the incentive to
short-term capital movements which would otherwise result.
Many consider that an innovation on these lines would leave
governments in substantial control, but enable parities to be
changed without disrupting the markets; exchange rate adjustments
might then become a more sensitive policy instrument and thereby
enable large misalignments to be avoided. It is suggested that this
would especially help the situation in which costs and prices tend to
rise at different rates in different countries, building up to a chronic
balance of payments disequilibrium.
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I am sure that we should study these ideas. Closer examination
may show that the advantages are not without cost and that the
kinds of decisions which governments would have to make in order
to keep in line with imbalances as they emerge require that kind of
immediate and accurate diagnosis which, regrettably, is so rarely
available in practice. The nature of economic cartography is such
that, while it is often easy to see where you were a year or two ago,
the trend of the future is usually difficult to discern; often it is even
difficult to know exactly where you are at present. I fear that imbalances calling for exchange rate adjustment, particularly those
calling for downward adjustment, may often not be detected until
they are too large to be corrected by an exchange rate adjustment
of only 2 per cent a year. If gradually emerging imbalance could
be forecast, many governments would prefer to try and deal with
them by other methods: and only too often imbalances appear to
emerge comparatively suddenly as a result, for example, of natural
disasters, or sharp changes in the levels of costs and prices which
reduce external income or alter competitive power.
Other problems could be listed. There are the legitimate worries
of developing countries that too much flexibility in exchange rates
would add to their difficulties. We also need to ensure that any
changes would reduce and not increase speculation. All this points
not to complacency but to the need for adequate and careful study.
While it would not be desirable to make a sudden leap in the dark
in so important and sensitive a matter, it would be at least equally
undesirable to be afraid of the darkness being penetrated by the
searchlight of enquiry and discussion. It is for this reason that I
strongly support Mr. Schweitzer's proposal for a study in which the
United Kingdom will be glad to play a full and active part.
Our meeting this year coincides with a time of monetary disturbance. There have been four such periods during the past twelve
months. During this year, and the immediately preceding ones, we
have allowed international monetary affairs to be far too often in
the headlines. I think the public wants to see our affairs back on
the financial pages where they belong, ticking away calmly and efficiently in the background, with something more easily comprehensible in the front. That is the problem which now confronts us:
to reassert our control over the monetary mechanism, and to pre-
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vent any inadequacies from frustrating the development of world
production and trade. Unless we can do that we shall lose any
reputations we may possess as competent technicians, and we may
lose a good deal else as well.
This is a considerable but far from impossible problem. It is far
less formidable than that which confronted our predecessors as
economics ministers twenty or twenty-five years ago. Then they
had to put together an industrial world half of which was nearly
ruined and with little immediate experience to call on beyond the
somewhat dismal history of the prewar decades. Today, we have
an immense capacity for generating wealth throughout the developed world, though an immense need for it in the developing world,
and twenty-five years of very considerable success behind us. We
must not allow fear of our present limited problems to damage for
the future that record of success.
STATEMENT BY THE GOVERNOR OF THE BANK FOR MALAYSIA
All bin Haji Ahmad
A quarter of a century has gone by since the Bretton Woods
Conference of July 1944 which gave birth to the International
Monetary Fund and the World Bank. These twenty-five years have
indeed been eventful years. The passage of time has neither diminished the need for these two organizations nor the magnitude of the
tasks facing them. On the contrary, a wider and more influential
role is now being given the Fund and the Bank. Today, we see the
Fund undergoing a further evolution of its functions as it moves
forward to undertake the creation of a new reserve asset, the special
drawing rights, to meet part of the growing shortage of world liquidity. Of more direct interest to the primary producing countries is
the fact that both the Fund and the Bank, in response to the Rio
Resolutions, are making a new approach to assisting the stabilization of the prices of primary products.
Since our last meeting the international monetary system has
gone through two further crises, which represent a new source of
instability in the system and have their origin in the relative strength
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of the deutsche mark and the weakness of the French franc. Last
month, the devaluation of the French franc removed part of the
pressures in this area but the source of instability is unfortunately
still present in the system and will continue to exist, unless all
grounds are removed for speculation in the deutsche mark. If we
also examine the crises that recently preceded these, namely, the
devaluation of sterling in November 1967 and the run on gold in
March 1968, we shall find that all these have essentially the same
root cause, that is, an inability or reluctance on the part of the
national authorities to take effective and timely measures to correct
a fundamental disequilibrium in their balance of payments. In the
interest of a more stable world monetary system, therefore, deficit
countries must take appropriate measures, even if they are harsh,
to correct their payments imbalance. At the same time, it is necessary for the surplus countries to be prepared to take more positive
and timely measures in helping to facilitate the adjustment process.
The world monetary system cannot function smoothly indefinitely
when major currency countries fail to correct fundamental disequilibria in their balance of payments position. The last quarter
of this century has shown that the Bretton Woods system of stable
exchange rates has served well the economic and financial interests
of the world at large, and, if there could emerge a greater diligence
in observing the rules of the game, crises of confidence and speculation against the major currencies need not occur so frequently as in
the past two years. To help achieve this objective, it would be
useful that a serious appraisal be made of past actions and a search
for new approaches which could aid national authorities in making their contribution toward this end.
Monetary crises and currency speculation are by no means the
only source of concern, particularly if these increase the vulnerability of the reserve currencies. The nature of the measures taken to
correct payments disequilibria is also of direct interest to the world
at large. In this connection, we recognize that, insofar as the United
States is concerned, there is a need for the authorities to control the
growing inflationary pressures, as failure to do so will have adverse
consequences not only for the United States but also for the rest
of the world. We also recognize that an early establishment of
equilibrium in the balance of payments of the United States is
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necessary to ensure a firmer and more widespread confidence in the
present world monetary system. However, in pressing toward these
objectives, the United States authorities seem to have placed emphasis on monetary restraint, thereby contributing to an escalation
of world interest rates. For the world and particularly for us in the
developing countries, this is a very unsatisfactory state of affairs.
We are now faced not only with the continuing problem of having
to step up the flow of financial resources from the developed to the
developing countries, but also the additional burden of more costly
capital. . . .
Stability of the world monetary system is one of the basic conditions for a greater flow of resources to the developing countries.
From this standpoint, we also place considerable importance on
the efforts of the major countries to correct their payments imbalance. In their search for measures to achieve this goal we urge
these countries to be more selective and adopt only those measures
that will have minimal adverse effects on capital flows to the
developing countries. In this connection, it is interesting to note
that the small payments surplus of the United States in 1968 was
achieved because the measures taken had turned the United States,
the main exporter of capital since the Second World War, into a
net importer of capital. We hope this incongruous situation will
only be temporary since its prolongation must inevitably reduce the
flow of capital to the developing countries.
I now turn to the subject of international liquidity. We are
about to take a very important step in deliberately augmenting
world reserves. On this matter, it bears repeating that we in the
developing world have always been given a limited role in the
decision-making process and that we shall also be given an unreasonably small portion of the special drawing rights to be created.
We have always questioned the logic and even the morality of this
because we consider that the magnitude of our needs for liquidity
are not necessarily reflected by the size of our quotas in the International Monetary Fund. While we hope and expect this inequitable basis of allocating special drawing rights to be changed in
the near future, we feel that the effects of this system should also
be mitigated in the meantime. One approach that has considerable
merit is for the major industrial countries to set aside for purposes
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of development aid the equivalent of a portion of what they will
receive in special drawing rights. This is not a new proposal but
one on which Governor Colombo of Italy called for serious consideration at the last Annual Meetings.
When we consider the various assessments of the liquidity needs
for the next three years that may be met by allocations of special
drawing rights and note the wide differences between the various
estimates, it is perhaps also not out of place to suggest here that
further work is necessary to develop more refined methods for
conducting future exercises of this kind. This seems to me to be a
fundamental aspect of the process of deliberate reserve creation
if special drawing rights are to serve their basic purpose.
In the field of conditional liquidity, action is now being taken
to increase the quotas of Fund member countries for the next
five years. For the developing countries, one of the major sources
of liquidity is the resources of the Fund, and the degree of their
access to this source is determined by the size of their Fund quotas.
Whatever formulas for distribution are decided upon, I hope that
at least the following basic principles are observed. Firstly, there
should be a significant general increase in quotas for all members.
Special increases over and above this general increase may be
accorded to those members whose needs are evident. Of paramount importance, however, is the fact that the over-all effect of
both general and special increases should not be to result in the
developing countries having a reduced proportionate share of the
total Fund quotas. On this last point, it is needless for me to say
that the present share of the quotas of developing countries, at
28 per cent of the total, is already small and should not be reduced
further.
As one of the primary producing countries, Malaysia has been
looking forward to the solutions that would emerge from the
Resolutions we approved in Rio de Janeiro two years ago. The
Governors of the central banks in Southeast Asia have also presented the managements of the Fund and the Bank with two joint
memoranda, setting out our common position on these matters.
With the completion of the action by the Fund and the Bank and
the decisions taken by their Executive Boards at the end of June,
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our central bankers have made an assessment of these policy decisions. It is sufficient for me to point out that the policy decisions
constitute only a modest advance instead of what should have
been a bold and comprehensive approach to the problems of commodity price stabilization. With the approval of the Rio Resolutions, our hopes were raised that at last something of significance
was going to emerge to solve the price stabilization problem. I
regret to say that the initiatives shown by the Fund and the Bank
have been considerably circumscribed by the respective Articles
of Agreement of these institutions. Until we are prepared to
break out of the confines of legal fetters and change the Articles
of Agreement where necessary and appropriate as in the case of
the creation of special drawing rights, the problems of price
instability will continue to plague primary producing countries
and, if I may say so, also the consumer countries. It is therefore
heartening to see that the Executive Directors of both the Fund
and the Bank recognized the need for a future review of the policy
decisions. I hope that this review will be carried out within a
reasonable period of time and that the Fund and the World Bank
will adopt a more progressive and positive outlook.
As we assemble here today, we see ourselves on the threshold
of a more conscious and united effort to meet the momentous and
growing problems that keep us from achieving a larger measure
of world prosperity. We must, however, recognize that the measures we are now prepared to take are yet far from adequate or
bold. If this awareness is shared by all, a more prosperous tomorrow now lies within our grasp. If not, we shall stand convicted
by future generations as lacking in the will and cooperation necessary to turn this single step into a giant stride.

STATEMENT BY THE GOVERNOR OF THE FUND AND BANK FOR THE
UNITED STATES
David M. Kennedy
I am honored to address this annual session of the International
Bank for Reconstruction and Development and the International
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Monetary Fund. The accomplishments of the quarter century
since Bretton Woods reflect both the foresight of those who set
these institutions on their initial course and the outstanding leadership that has guided their destinies over the postwar years. The
President of the World Bank, Mr. McNamara, and the Managing
Director of the Fund, Mr. Schweitzer, are carrying forward in
this great tradition.
Anniversaries are a time for looking back on past achievements
—and those of the Bank and the Fund are indeed impressive. But
today is even more a time for looking ahead to the challenges of
the next 25 years, for setting new goals, and for appraising our
methods for reaching them.
I

. . . The 1970's are sure to require some new emphasis in the
development process. But, in approaching the new decade, we
must also deal forcefully with key problems already upon us.
For instance, the external debt problem has become acute. Debt
reschedulings testify that the burden of debt servicing is already
weighing too heavily on some countries. But debt reschedulings,
in themselves, provide no general solution. Instead, debtors and
creditors alike must aim to avoid unmanageable levels and structures of external debt. Assistance on realistic concessionary terms
must be provided from a broader range of donor countries.
Recipient countries, for their part, must see to it that they help
create a climate in which funds can be efficiently used and internal
development flourish.
We must also seek better ways of meshing development finance
with the needs of balance of payments adjustment. When, as at
present, a number of large providers of aid must simultaneously
deal with problems in their international payments, the flow of
real resources should not be interrupted. At the same time, balance of payments surpluses should more readily be put to work
for development purposes, on appropriate terms.
The problem of coordination looms ever larger as the regional
development banks grow side by side with the world-wide institutions. The variety of institutions now at work to complement

©International Monetary Fund. Not for Redistribution

48

SUMMARY PROCEEDINGS, 1969

national efforts makes it essential that we more consciously seek
improved ways to fit the pieces together in mutually complementary and reinforcing ways.
I wonder, too, whether simple numerical targets for development
assistance by industrial nations do not divert too much attention
from the quality of the aid provided and the techniques employed.
Finally, I must emphasize that the building and expansion of
new economies—as well as of old—must be achieved in a manner
consistent with outward looking trading and financial practices—
practices which our predecessors launched when they adopted the
Bretton Woods proposals and their trading system counterpart, the
General Agreement on Tariffs and Trade.
In this connection, I am glad to hear the Managing Director's
statement that the Fund will be prepared to reinforce its collaboration with international institutions which have special responsibilities in the field of trade and aid.
II

I am acutely conscious of the fact that the climate for orderly
economic growth everywhere will be enormously affected by the
success with which we in the United States guide our own economy.
Looking back over the past decade or more, I believe there is
room for some satisfaction. The 1960's have brought virtually
uninterrupted growth of real production in the United States at
the historically high rate of about 4*/2 per cent a year. Despite
evident flaws in the record, we also managed to maintain over
that same period of time a somewhat better degree of internal
price stability than nearly all of our major trading partners.
Nevertheless, when President Nixon and his Administration
took office, the inflationary process was well entrenched. Quite
simply, the United States failed to respond with sufficient vigor
in making available, without inflation, the resources required by the
Viet-Nam conflict at a time of sharp increase in other public
expenditures. Moreover, our traditionally strong trade surplus
had almost vanished.
Some countries have no doubt welcomed the larger export
markets that are the counterpart of the recent surge in U.S.
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imports. Forced growth in the U.S. markets under the pressure
of inflation cannot, however, be a sound basis for sustained payments equilibrium. Moreover, we recognize that the pressures on
our own money markets have contributed to the world-wide upward racheting of interest rates.
Those same market pressures have been reflected in a massive
flow of private short-term capital to the United States. This has
tended to keep the dollar strong in the exchange markets, and to
hold down or reduce foreign official dollar holdings. But shortterm capital inflows are not an effective substitute for a stronger
payments structure, solidly rooted in a current account surplus
large enough to support a steady flow of aid and foreign investment.
President Nixon has made control of inflation his first domestic
priority. The basic strategy of his Administration for achieving
this goal through the coordinated use of expenditure, tax, and
monetary policies is by now widely understood.
Those policies are not—nor did we anticipate that they would
be—painless. The President has pledged a strict limit of $192.9
billion on budget spending during the current fiscal year, a figure
below congressionally authorized ceilings. To keep within that
limit at a time of higher costs all along the line, and despite social
programs that demand larger financing, we have had to cut $7.5
billion from program levels planned in the budget submitted to the
Congress last January. Significantly, the expenditure total planned
for the entire fiscal year allows for virtually no increase from the
current rate of defense and civilian spending. This restraint is
being achieved at a time when the Viet-Nam conflict is continuing,
but, looking ahead, let me assure this audience that the people
of the United States are solidly behind President Nixon in his
efforts to bring about a just and honorable peace in Viet-Nam.
We have continued the 10 per cent income tax surcharge through
the remainder of this calendar year and have requested the Congress to maintain half of that surcharge for an additional six
months. We are also moving to eliminate the special tax credit
for business investment. These revenue measures, combined with
the control on expenditures, are designed to produce an over-all
budgetary surplus of nearly $6 billion—the largest in 18 years.
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Meanwhile, the expansion of money and credit has been slowed
sharply. Our lending institutions are unable to satisfy fully the
demands for credit, and the effects are being felt on important
sectors of the economy. Where possible, we have moved to ease
points of excessive pressure, such as those on housing activity.
But we are determined to maintain the basic thrust of our restrictive policies until the overheating is visibly dissipated.
Eight months ago, we knew that controlling inflation without
precipitating a serious recession would be a long and difficult
process. It requires holding the rate of public and private spending below the basic trend of growth in capacity and output, thereby
relieving excessive pressure on our resources. That process is
now well underway, and we anticipate further slackening in the
quarters immediately ahead.
Clearly, a reduced rate of growth is not a long-term policy
objective. But it is essential to an effective attack on inflation, and
it should be a prelude to renewed growth at a sustainable pace.
Experience warns us that the trend of prices—particularly of
services and consumer goods—levels off only after a considerable
lag behind other business indicators. So far, we can see only
scattered and not wholly conclusive signs of an easing of price
pressure.
In these circumstances, it is not time to shift gears. I believe
we are realistically aware of the inevitable risk on either side of
the course we have set for ourselves. But all our planning is rooted
in the basic proposition that the firm and persistent application of
appropriate fiscal and monetary restraint can lead us past those
shoals into calmer waters.

Ill
Tension and pressures have also been evident over recent years
in the international monetary system, and speculative outbursts
have recurred. Indeed, it is a tribute to the underlying strength
of the system devised at Bretton Woods and to the spirit of cooperation nurtured by the International Monetary Fund that disturbances have been contained and that world trade and payments
have continued to grow at a rapid rate.
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Yet we still face the challenge of moving in a coordinated way
to close the persistent imbalances in trade and payments among
the major countries that have contributed so importantly to the
monetary strains. There can be no escape in this process from
the need for effective national economic policies.
I have already commented upon the circumstances in the United
States. In the case of the United Kingdom, we have highly encouraging evidence that the underlying trend in its balance of
payments is noticeably improving, and a current account surplus
has been re-established. France has, within recent weeks, launched
a program to complement the adjustment in the franc parity.
Consequently, there is a real improvement in the prospects of
important countries which have experienced an erosion of their
external positions over recent years.
It is vitally important that this recovery not be slowed by an
unwillingness of countries in a strong position to see a decline
in their trade balances. Sizable trade surpluses happen to be
highly concentrated among only a few countries. We look to these
countries not only to refrain from resisting adjustment but, where
possible, to take actions of their own to assist and encourage it.
Certainly, solutions should be found other than internal inflation,
and the prescription appropriate for one country may not be suitable for another. But it is equally clear that, in each case, much
could be done to spread and diffuse existing surpluses in ways that
support both the broad objectives of freer trade and internal stability. Import controls, systematic tying of aid, failure to share
fully in the burdens of defense, preferences for domestic production, export incentives, and inhibitions on capital exports are all
out of place for countries with current account surpluses ranging
as high as 2 or 3 per cent of domestic production. The processes
of international consultation and cooperation embedded in the
IMF might well be reviewed to assure that the policies of chronic
surplus countries are subjected to the same searching evaluation
that is more or less automatically given to deficit countries.
IV
Strong ties of trade and investment, close links between financial
markets, and the rapidity of communication and transportation in
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the modern world make each country highly sensitive to developments abroad. Yet we live in a world of nation-states, each of
which seeks to preserve a degree of economic independence. We
must face the facts of differing emphases in national policy objectives, changes in the structure of industry and population, cyclical
excesses or deficiencies of internal demand, the economic consequence of social disturbances, and rigidities of costs and prices.
Any of these factors can become a source of disturbance and uncertainty. At least temporary imbalances are inevitable, and every
country wants to preserve some margin of liquid financial resources
to buttress its freedom of action.
Our international monetary arrangements will serve us well or
poorly to the extent that they can absorb and diffuse sources
of strain on exchange markets, provide effective incentives for
national adjustment, and thus maintain an efficient and durable
mechanism for the finance of trade year in and year out. It is
one of the great strengths of the present system that, through the
years, it has demonstrated a capacity to evolve and grow in
response to changing needs.
Indeed, in adopting the first amendment to the IMF Agreement
since Bretton Woods, we now stand on the threshold of a fundamental development: the creation of a new reserve asset—the
special drawing right. We are indebted to those who years ago
not only foresaw the potential need for supplementing the traditional sources of reserve creation, but who worked tirelessly to
translate general concepts into concrete reality.
Their efforts could not have come to fruition at a more opportune time. I believe the Fund's Annual Report, and even more
the report embodying the Managing Director's proposal for activation of the special drawing rights, make amply clear that the
contingency against which we have been planning has now arrived.
The United States, therefore, fully supports the proposal to move
promptly to meet the acknowledged need for growth in international reserves through activation of the new facility. We particularly welcome the sense of conviction and confidence that
enables us to move forward to use this new instrument in substantial amounts, reasonably commensurate with need.

©International Monetary Fund. Not for Redistribution

GOVERNOR FOR UNITED STATES

53

I recognize, but do not share, the concern expressed by some
that fresh additions to world reserves might delay the necessary
adjustment of payments imbalances. I am persuaded that, in fact,
the opposite is true. Without a timely supplement to world reserves, the efforts of deficit countries to eliminate those deficits
could be made more difficult, and could even be frustrated, by
actions taken by other countries to safeguard their existing reserves.
Moreover, I can assure you that, for the United States, the activation of this facility will in no way diminish our efforts to bring
inflation under control.
As we enter this new era of managed reserve creation, SDK's
will have to find their proper role within the total complex of
reserve assets and credit facilities. There is no doubt in my mind
that, within the basic framework of the amended Fund Articles,
we will jointly demonstrate our ability to use this new reserve
asset constructively—in the same spirit of cooperation that was
essential to its development.
SDK's have properly been at the center of attention in recent
discussions of international liquidity. However, the regular drawing rights in the IMF also have an important role to play. The
approach of the period of quinquennial review makes this an
appropriate occasion for surveying the size of Fund quotas. Preliminary discussions indicate that a number of questions remain
to be resolved before a concrete proposal can be presented to the
Governors. I feel certain that this matter can be satisfactorily
resolved within the framework of a reasonable increase in the
over-all size of the Fund at an early date.
V

The clear progress we are making in dealing with the provision
of international liquidity must not divert our attention from other
sources of strain. I have already noted that the process of international adjustment has not been working with full effectiveness,
and that the difficulties in this regard are in large part a by-product
of inadequate or inappropriate domestic policies.
At the same time, I believe we must recognize that events
themselves have raised new questions as to the appropriate role
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for adjustments in exchange rates—not as a substitute for, but
as a complement to, other policies. I have particularly in mind the
range of proposals for 'limited flexibility" to which Mr. Schweitzer
alluded yesterday.
These proposals all look to less rigidity in the exchange rate
mechanism than has in fact developed in the practices of industrialized countries. Some suggested approaches would, in practice,
affect only a handful of currencies, or would introduce largely
technical changes in the management of exchange markets. Other
versions—such as those for a very substantial widening of exchange
rate margins—would appear to introduce so large an element of
uncertainty, and be so at variance with the basic objectives of the
Fund, that they probably do not need to occupy our attention.
Certainly, in the United States we have reached no conclusion
on the desirability of any particular proposal. I would, however,
like to share with you some of the relevant points that, on the
basis of our own review of the matter, we believe should be kept
in mind in further investigations in this area.
In the first place, the various plans for "limited flexibility" in
exchange rates seem to pose formidable technical and policy
problems that will require careful study over a considerable period
by national authorities, as well as international monetary bodies,
before any consensus is possible.
Secondly, well-conceived changes, as part of their basic design,
should reduce incentives for speculation, or make it more costly.
Thus, if it is to be successful, any proposal must come to grips
with the difficulty of confining changes in exchange rates within
carefully defined limits, while providing enough flexibility to reduce
the need for, and expectations of, large abrupt changes in parities.
Third, we should not lose sight of the fact that any reasonable
scheme to remove undesirable rigidities in exchange rates would
have to be built upon the foundation of responsible and appropriate internal policies, so that the need for large and discrete
changes in parities should arise even less frequently than in the
past. Similarly, the world would continue to require an orderly
growth in reserves and credit facilities, to facilitate the maintenance
of parities within established and relatively narrow ranges.

©International Monetary Fund. Not for Redistribution

GOVERNOR FOR UNITED STATES

55

Fourth, given the pivotal role of the dollar in the international
monetary system, the initiative for even limited exchange rate
adjustments would continue to lie with countries other than the
United States. As a corollary, we must guard against the possibility of encouraging a bias toward devaluations.
It is implicit in these comments that we believe that proposals for
limited flexibility in exchange rates offer no panacea for present
problems. Nonetheless, the increasingly widespread discussion of
these ideas in this country and abroad reflects a real concern over
the need to facilitate, over a period of time, a better working of
the adjustment process. In concept, these proposals seek to preserve and enhance the basic stability of the system as a whole
precisely by breaking down unnecessary rigidities and inhibitions
to orderly change, when change is necessary.
In this light, efforts to define and develop techniques of limited
flexibility need not be looked upon as radical new departures from
the mainstream of developments in the monetary area. Instead,
they seem to me to fall within the framework of orderly and
evolutionary change and of multilateral monetary cooperation.
As I have noted, these devices have had no official sanction and
are full of subtle and unsettled technical and policy questions. In
sum, they are a long way from fruition, if, indeed, some variant
proves practical at all in the end. But neither are these ideas something that we can, or will, responsibly ignore.
I therefore welcome the Managing Director's statement, elaborating on the Fund's Annual Report, that the Fund will be continuing its study and appraisal of these questions. The United
States will actively participate in and contribute to such a study.
We would hope that, during the coming months, the Fund will
examine proposals for limited exchange flexibility, determine which
particular proposals appear worthy of further attention, and set
forth the major issues and considerations that would concern officials of member governments as they formulate considered judgments on such matters.
In conclusion, let me say the principal contribution of the
United States to the stability and viability of the international
monetary system in the present setting is perfectly plain—to bring
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our inflation to an end and to do so without sending shock waves
of recession to every corner of the world. That is the main path
we in the United States have set for ourselves. In participating
in an examination of possible further improvements in our monetary arrangements, we will not be misled into thinking that we
can dispense with that fundamental need.

STATEMENT BY THE GOVERNOR OF THE BANK FOR FRANCE
Valery Giscard d'Estaing
My remarks will be brief; I hope they will therefore be clear.
Our meeting is not only a social occasion giving us the pleasure
of meeting old friends and of welcoming new ones, particularly today the Governors for Cambodia, Southern Yemen, and Swaziland.
Nor is it an academic colloquy for the purpose of building up brilliant intellectual concepts. It is a reunion of statesmen who share
the responsibility for the international monetary system, that is to
say, for the prosperity and poverty of their contemporaries, and
who, modestly and realistically, must look for the difficult paths to
progress.
This is indeed the direction that Mr. McNamara and Mr.
Schweitzer, in their excellent statements, have indicated to us.
In a world shaken by monetary insecurity, to fulfill our responsibilities three steps are required: ascertaining the defects of the
present monetary situation; evaluating the possible outcome of the
reform programs proposed to us; and, finally, appraising the results
that can only derive from action taken by national governments.
I wish first, following the most interesting remarks of my
colleagues, to point out what appears to be defective in our monetary mechanism.
1. When we look at the world payments system, we find its
functioning unsatisfactory. The maladjustments that we note are
often represented as the work of fate. This is not our view: fate
is always invoked when determination is lacking. The periodic
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crises we experience are less the result of chance than the effect
of resignation.
(a) The main cause of the difficulties encountered is the ineffectiveness of the anti-inflationary policies usually followed. Here
lies the explanation of the increasing disparities noted between
the cost-price structure of major countries. Not only have these
discrepancies provoked transfers of reserves: the persistent deficits
of certain countries and the desire of certain others to neutralize
inflows of foreign currencies have resulted in the formation of a
pool of "displaced capital" which, its national ties being severed,
eludes all regulation and, in particular, escapes the knowledge of
fiscal authorities.
The massive borrowings of the U.S. banks on the Euro-market
have contributed to a steep increase in rates. European countries,
catching the infection, have been forced to apply these rates on
their domestic markets to prevent intolerable losses of reserves.
This escalation in the cost of money is yet more disastrous for
the nonindustrial countries, whose development is slowed down
and in real danger of being stopped. In the long run, it entails a
serious menace of world deflation.
(b) However persistent or massive the external disequilibrium,
most of the countries suffering from it have refused to make the
necessary adjustments in their monetary parity. The result on
the exchange markets has been a semipermanent crisis of confidence and a nervousness giving rise to persistent speculation in
certain currencies, upgrading some and downgrading others. The
mass of funds in movement is considerable; an orderly management
of reserves becomes increasingly impracticable; and the fundamental rules of convertibility are no longer beyond question. The
monetary disturbances that we are now witnessing result quite
clearly from Fund members departing from the spirit of Bretton
Woods, both in the field of exchange rate adjustments and with
respect to capital movements.
Of course, any system has to evolve in the course of time, but
the direction to be taken has still to be precisely defined. And
since our purpose is not to submit to developments, but to guide
them, we must examine whether the reforms that singularly
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fertile minds have devised in various quarters have any reasonable chances of leading us in the direction we must take.
2. Our agenda includes two particularly important topics: the
review of quotas in the International Monetary Fund, and the
activation of the system of special drawing rights. A third topic
has been raised in the address by the Managing Director of the
Fund and in the remarks of those of my colleagues who have
spoken before me: the question of the possible benefits of certain
adjustments to the present system of monetary parities. I propose
to review each of these topics in turn:
(a) First of all, the impending review of the Fund quotas
appears to us to be both important and timely. This review
should bring about an adjustment of the total amount of the
resources of the Fund to the expansion in the volume of international transactions; it will also correct the present imbalances
in the distribution of quotas that are particularly obvious in the
cases of certain countries. Our common monetary institution will
thereby be strengthened.
( b ) Secondly, I wish to inform you of the reasons for which
France has taken the decision to participate in the activation of
the SDR system. First, as the Managing Director of the Fund
has so aptly reminded us, the system is now in existence: we have
ourselves always considered that alongside conditional liquidities
there was room in the modern world for a new reserve asset of an
unconditional type, designed to supplement gold and foreign exchange in the holdings of the central banks. This was the purport
of the proposal that we made for the creation of a collective
reserve unit, or CRU. Second, France attaches the utmost importance to its ties both with its partners in the European Economic
Community and with the African and Malagasy members of the
franc area. A decision as fundamental as that of the implementation of the system of SDR's necessarily called for the adoption
of a common view.
Finally, we intend, by participating in the system, to place ourselves in a position to exert some influence on its evolution to
ensure that it shall be managed in a rational fashion. We see, in
fact, the international monetary situation as characterized, in the
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immediate view, rather by the threat of inflation than of recession.
Under these circumstances it is only reasonable that the initial
distribution of the SDK's should be limited to a period of three
years and to amounts which, though in my view substantial, are
still within the bounds of acceptability. At the end of that period
we shall have to evaluate the effects of the experiment, and examine
in particular whether the creation of new liquidities has not led
to relaxation of the efforts to eliminate deficits, as the distinguished
Secretary of the United States Treasury has just given us assurance
will not be the case. We shall then have to seek practical means
of modulating the distribution of special drawing rights, to take
account of the evolution of the other liquidities—in gold and in
foreign exchange—and also of the progress made toward equilibrium in international payments.
(c) The suggestion of making the system of fixed parities more
flexible has not been presented to us as a specific proposal. First
raised in the academic realm, it is gradually easing through the door
into this institution. We should be discourteous to refuse to give it
our attention, the more so since it has a modish allure. But we
should not forget that the fixed-rate system was adopted, after the
hard blows that staggered the monetary community, to defend currencies against the pressures of all kinds that threaten their internal
and external value. Since its implementation, it has given a remarkable impetus to international trade.
It is true that for some years now its implementation has met
with certain obstacles of a rather different nature: at the political
level, the reluctance of countries to make proper use of the existing arrangements for changing monetary parities; on the practical
level, a series of provisions which—by confining the permitted
fluctuations within very narrow margins—sometimes complicate
current transactions. There may be an argument for easing somewhat the present mechanisms. The example of the recent decisions
taken by the Federal Republic of Germany shows nevertheless
that, in exceptional circumstances, this mechanism does indeed
afford a certain degree of flexibility. The so-called rigidity of its
rules does not in fact prevent a leading currency from finding its
true parity through a short period of fluctuation. But we should
energetically refuse to consider such arrangements as would result
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in the destruction of the very principle of fixed exchange rates. In
these matters, the barrier separating convenience from disorder
is quickly breached. Although by making certain purely technical
mechanisms more flexible we may be able to strengthen the effectiveness of the system, on the other hand the introduction of
excessive facilities or margins might insidiously change the monetary landscape in which we dwell. In this connection there is, for
the EEC countries, an additional cause for concern: namely, the
need for maintaining the conditions for the working of the Common Market, which cannot, obviously, survive daily fluctuations
or "crawling" uncertainty.
For these reasons, France will not refuse to participate in the
studies that might be undertaken. But we hope they will be
carried out in full awareness of the real circumstances, and of the
limitations entailed by the subject matter. In no case should we
expect it to show us the easy way out—as it were, a sort of
monetary LSD.
3. Our recent experience appears indeed to demonstrate that
an adjustment of exchange parities is perfectly feasible within the
present system, given only the will to act. In the situation of
imbalance of the French economy that prevailed, the Government
chose the realistic solution, consisting of the implementation of a
systematic program of restoration of equilibrium on the basis of
the monetary parity indicated by the facts. In the outcome, this
experience has demonstrated that, provided its rate is well chosen
and its timing sound, an adjustment of parity does not weaken the
international monetary system but in fact tends to strengthen it.
Thus, during the last few weeks the franc has been protected
against the fluctuations that have affected the monetary system
and from which it otherwise would not have been spared.
The program that we have put into effect utilizes a rational
combination of the two kinds of action that lead to restoration
of the equilibrium of domestic demand: bringing order into the
public finances, and bringing monetary policy into line with a
normal and stable rate of growth. The return to an orderly situation will be accomplished without impairing the freedom of foreign
transactions and without disrupting the world monetary system.
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In this the French Government is remaining true to its high regard
for the principles and disciplines of international monetary cooperation. The positive attitude adopted by its principal partners,
and the support accorded to it by the International Monetary Fund,
are expressions of the same spirit.
We must avoid reducing the problem to a single aspect by limiting international cooperation to only monetary problems: the tasks
that lie ahead in the development field are no less pressing.
In this field, the results achieved are not satisfactory.
The fraction of gross national product earmarked by the industrialized countries for development aid is declining in almost
every case. This tendency particularly affects government official
aid, although in the case of France, in our policy of restriction
of the public finances, we have deliberately spared our cooperation program. The stagnation of aid is only partially offset by
the remarkable expansion of World Bank assistance in fiscal
1968-69 under the leadership of President McNamara; moreover,
we find the present geographic distribution of lending unsatisfactory
and we are urging an appreciable increase in the share received
by Africa.
In the years ahead, rising interest rates and the relative scarcity
of the world capital supply will pose ever-greater obstacles to
the mobilization of new resources in amounts consistent with the
objectives of the World Bank and with the debt capacities of
the less-favored countries. Moreover, while the decisions taken
in the matter of stabilization of the prices of primary products
by the International Monetary Fund are satisfactory, we cannot say
the same for those taken by the World Bank. These decisions are
disappointing to us, for we believe that the developing countries
will not be able to achieve the progress to which they rightfully
aspire except to the extent that their positions on the markets are
strengthened.
At a time when the gap is widening between an established and
self-satisfied order and a reappraisal of traditional values, we must
offer solutions that improve the existing state of affairs without
raising hopes that would be doomed to disappointment. To perfect
monetary technique without abandoning its disciplines, and to
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sustain development without seeking to evade the sacrifices that
it entails—such must be the sober and realistic attitude of those
whom fate has placed, in this unique era of change, at the meeting
point of two worlds.

STATEMENT BY THE GOVERNOR OF THE FUND FOR ITALY
Emilio Colombo
The 12 months which have elapsed since our last meeting have
been characterized by a strong expansion in the gross national
product of the more advanced countries and by an unprecedented
growth in world trade. These results, however, have been accompanied by inflationary tensions originating from the excessive
demand conditions and increases in costs in the United States and
in other industrialized Western countries, which, due to their economic weight, exercise a considerable influence on the world economy. The spreading of these inflationary tendencies has occurred
with different lags, depending on the degree of resistance encountered in individual countries, and considerable divergences have
arisen in the evolution of domestic prices and export prices as well.
These divergences have been largely responsible for the worsening
of the disequilibria in the balances of payments current accounts.
Although such disequilibria have been offset—and at times more
than offset—by capital movements, patterns of balances of payments have emerged which are clearly not sustainable or, at any
rate, are not in conformity with the aims pursued by the authorities.
Moreover, quite frequently destabilizing capital movements have
been induced by the recurring and widespread fears that the par
values of some major currencies might be changed. In November 1968, in May 1969, and even at present, the size and the
suddenness of these flows have put to a severe test the stability
of the international monetary system. Finally, in certain countries
strong inflationary tendencies and the policies to restrain demand,
largely centered on monetary policy, have caused interest rates
to soar to record levels. This development is compelling countries
such as Italy, which have current account surpluses, to modify
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their policy of stable interest rates; otherwise, they would either
import inflation or tolerate massive outflows of capital.
Altogether, the over-all picture, by now strongly characterized
by inflationary tensions, appears full of clouds and darkened by
the prospects of dangerous involutions, forewarning symptoms of
which one can already perceive. I refer here to the introduction
by some countries of administrative controls not only on capital
movements—which marks a regress from the achievements of the
early sixties—but on the current transactions as well. If such an
involutionary process were to be set off, we would see the segmentation of the world market, the standstill of world trade and
foreign aid, and we would witness the disappearance of the
conditions which have made national and international prosperity
possible in the postwar period.
The causes of these unsatisfactory developments are to be found
in the increasing complexity of the modern industrial economies
and in the greater interchange occurring among the various economies, in the presence of inadequate instruments of domestic control
and insufficient international cooperation, not to speak of the
enormous resistance of the vested interests—consumers, wage
earners, investors—to the adjustment policies. The careful examination of these causes could help us to determine the proper
remedies and to develop the political will necessary for their
application.
It has recently become evident that the adjustment process meets
with increasing difficulties, not only in the case of conflicting
internal and external aims—when a somewhat greater consideration for internal aims has to be accepted—but also in the absence
of such a conflict, as in the case of an overheated economy with
an external deficit or in that of a country in payments surplus with
underutilization of resources. In all these cases, which the literature considers "simple," tardy diagnosis and therapeutics, insufficient or imperfect dosage of demand policies, with second thoughts
and indecisions in enforcing such policies, and, finally, the insufficient response of internal demand have been responsible for the
exasperating slowness of the desired adjustments. In the future it
will be necessary to take into account the greater resistance which
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the consumers are in a position to offer to the authorities' policies,
by varying their propensity to spend. Indeed, shifts of this kind
are today possible as a result of the increased proportion of the
consumers' financial assets relative to their disposable income.
Furthermore, certain perverse effects of the adjustment policies
which have emerged, even in so-called simple cases, deserve further
consideration. For instance, we have witnessed that productivity
has decreased during a period when restraint was sought or that
excessive salary increases were granted when expansionary policies
were pursued. However, we should not give up hope, in spite of
the setbacks which income policies have suffered in these last few
years. Instead, we should be strengthened in our conviction that a
logically consistent solution to these problems lies, besides the
correct management of global demand, in a responsible dialogue
between the social partners.
A second obstacle to the proper functioning of the adjustment
process has been the reluctance of governments to change their
par values, even when the existing rates had become manifestly
inadequate in the presence of situations of fundamental disequilibrium. In these cases, there is a tendency not to apply the Articles
of Agreement, or to apply them only belatedly when serious external events have put the reserves under severe strain. The governments' resistance to changes in par values has been strengthened
by the difficulties inherent in the application of the scarce currency
clause under the Articles of Agreement, as a result of the present
integration of the markets and, indeed, by the relative ease in
financing deficits. This resistance is not likely to be overcome if
one takes into account the extent of the interests which may gain
or lose as a result of a change in par value.
Third, the volume of short-term funds liable to be shifted from
one country to another—also a result of expectations which differ
from actual interest rate differentials—is increasing considerably.
The reasons can be found in the continuous expansion of the
private sector's financial assets, in both absolute terms and in
relation to GNP, which are liquid or easily mobilizable, in the
increased resourcefulness of businessmen and savers, the greater
sophistication of the instruments employed, and the expansion of
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multinational corporations which manage their funds with centralized criteria. Moreover, when the stimulus derives from fiscal
incentives or from the lack of attractive investment opportunities
at home and especially from expectations of par value changes,
the movement of funds may very well assume a torrential force.
Finally, we cannot ignore the shortcomings of international
cooperation in the field of economic management. As opposed to
what happened in the thirties, cooperation has made considerable
progress and acquired great merits in paving the way to the solution of the serious crises which have occurred in the international
monetary system. This has been accomplished without lacerations
to that connective tissue which is the economic interchange among
countries. We cannot help noticing, however, that such progress
has been confined mainly to the financing of disequilibria rather
than to their prevention. One can already draw some satisfaction
from the fact that the various countries are conscious of being in
the same boat at the time when the seas are rough, but sailing
would certainly be smoother and easier if they did not wait for a
crisis to occur in order to take collective charge of the helm.
There is, therefore, a wide range of problems to which a solution should be given with a certain urgency if we wish to prevent
the emergence of increasingly more serious malfunctions in the
international monetary system, and to avoid a setback in the
economic development and prosperity of the world.
There is need, first of all, to supply the world economy with an
adequate volume of conditional and unconditional liquidity.
After the Washington agreement of March 1968—the success
of which can hardly be put in doubt today—it is a certainty that
in the future gold will play only a limited role in the system. This
function will be determined not so much by the physiological needs
of the system itself as by considerations of political expediency,
more specifically, the desire to help solve the problems facing
gold-producing countries, until industrial uses will completely replace the monetary function of the metal. The currencies which are
presently used in the financing and in the settlement of international transactions will continue to be used—perhaps increasingly
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—in this function. They will also continue to be employed as
intervention currencies—a function in which they presently cannot be substituted (this is especially true of the U.S. dollar).
However, these currencies are destined to be utilized less and less
as reserve currencies. Reserve positions in the Fund, the so-called
gold and super gold tranches, are the by-product of the financing
of external imbalances and do not necessarily reflect the objective
needs of the system. Therefore, the future is for the special drawing rights. The Managing Director, after thorough consultations,
has submitted for our approval in this session a carefully thoughtout and well-grounded proposal for the first activation of this new
reserve instrument. We are aware of the importance of this action,
which is bound to give a new turn to the orientation of international
monetary relations. We are about to take part in the voting with
the conviction that this new instrument will become in the future
the main component of world reserves. It is indeed necessary that
the SDK's continue to be allocated in amounts which are compatible with the smooth functioning of the adjustment process and
that they be wisely spent, pan passu with other reserve assets.
Different behaviors, such as the creation of excessive amounts of
SDR's in order to cope with transitory difficulties, or a marked
preference to dispose of SDR's rather than other reserve assets,
would make a second class of reserves of SDR's, thus being prejudicial to their success. We are ready to rely fully on this new
instrument and to include it in our first line of reserves.
Finally, while we are about to participate in a decision having
so great an importance, we cannot help but regret that some
features of the system, the utility of which appears now more
evident, have been at the last moment sacrificed in the hope, that
we shared at the time, of achieving the unanimous consent of all
the countries which participated in the negotiations. I refer here
to the acceptability by the Fund of SDR's for gold subscriptions
and the clause which allowed, under a special majority, the use of
SDR's in other operations and transactions. We welcome today
with the utmost satisfaction the willingness of France to participate
in the scheme. At the same time we express the hope that the
clause which I have just mentioned and the other provisions aimed
at enhancing the flexibility of the system may be reintroduced and
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included in any revision of the amended Articles that we should
decide upon in the future.
With regard to conditional liquidity, its volume should be kept
in line with that of unconditional liquidity. We believe that the
quinquennial review, which is to be concluded within the next few
months, must provide for a substantial global increase of quotas
in order to adapt the size of the Fund to the financing needs of
world trade which have greatly increased during the last few years.
The quinquennial review should also give proper consideration to
the need, often neglected, to make a major adjustment in relative
quotas, without reducing, however, the voting power of the less
developed countries. We are ready to provide active support, at
both the political and technical levels, to this revision, which we
believe should be concluded in the shortest possible time. Needless
to say, we also expect that the quota of Italy will be brought in
line with its increased economic and commercial importance.
On the whole, the problem of international liquidity seems to
be heading toward a satisfactory solution, even if during the transitional period, which will last until SDK's have come to play a
predominant role in the system, we will be confronted with the
problem of the coexistence of various reserve assets, a problem
which we have considered on past occasions and for which we
have offered possible solutions.
There are three questions which remain largely unresolved.
The first one relates to the adjustment of external disequilibria.
Our approval of the Managing Director's proposal to allocate
$9.5 billion of SDK's during the next three years is based on the
hope that this allocation will further promote the attainment of a
better balance of payments equilibrium, as well as the better
working of the adjustment process. As it is, the external disequilibria, although changing in their structure, remain important,
and the likelihood of a satisfactory working of the adjustment
process seems to be reduced. Nevertheless, it is on the success
of our efforts in this direction that not only the final success of
the SDK's but also the preservation of international economic
cohesion depend. A realistic structure of exchange rates is certainly one of the necessary conditions for the success of the
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working of the adjustment process. We shall, however, make
little progress if the political will to review par values, in accordance with the Articles of Agreement, were to be lacking when
the par values are no longer compatible with the maintenance of
external equilibrium. If, as a consequence of a standstill resulting
from conflicting interests and economic forces, the formation of
such a political will should fail to materialize, it would be necessary to recur to automatic or semiautomatic mechanisms which
are either put into motion by market forces with the concurrence
of central banks or with reference to changes in reserves during
a particular period. I intend to recall here the so-called crawling
peg, about which useful suggestions have already been made during
this meeting. In our view, such a system should be aimed at
correcting price divergences which still arise due to an inadequate
degree of cooperation and policy coordination in relation to the
level of integration already achieved. By saying so, we intend
to reaffirm our unfailing loyalty to a system of stable exchange
rates. We intend at the same time to caution that, in the context of
a progressive widening of the international range of prices and in
the absence of initiatives for the harmonization of targets and economic policies, the instability of international economic relations
may derive from the excessive rigidity of exchange rates rather than
from the adjustment of rates.
The problems which arise in connection with the crawling peg
are extremely delicate and complex. Any decision in this field
must be accurately thought out and should be preceded by thorough research. The Fund has, however, been engaged for some
time in a study of the exchange rate system. We intend to contribute fully to the continuation of this preparatory work by the
Fund.
The second problem deals with the need to give new, vigorous
impulse to international monetary cooperation. As I have previously mentioned, cooperation aimed at the financing of balance
of payments disequilibria to help countries in balance of payments
difficulties has made much more progress than the cooperation
aimed at the prevention of the disequilibria themselves. If there
is the desire to improve the adjustment process, it is necessary that,
at least among the main industrial countries, there exists a closer
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harmonization of the medium-term targets of economic policy
and a greater coordination of the decisions which must be taken
in order to pursue these targets. It is only through such an intensification of cooperation, for which firm political will is required,
that we could succeed in eliminating, or at least in limiting, the
rise of price differentials which in time would inevitably call for
the adjustment of par values.
Finally, there is the question of recycling those funds, mainly
of a short-term nature, which shift from one country to another
in ever-growing amounts and with increasing rapidity. It is indeed
true that the increased mobility of capital is the price which the
industrial countries are paying for a fuller integration of the
national economies. It is also true, however, that this phenomenon
is causing increasing difficulties in the management of monetary
policy. During the past few months, in the face of massive and
sudden movements of funds across the frontiers, several proposals
have been put forward aiming at the recycling of funds which
have flown out of the reserve-losing countries. The difficulties
which proposals of this kind—including those suggested by Italy—
have encountered stem from the fact that the countries involved
are understandably reluctant to commit themselves to an automatic recycling system without the guarantee that jointly formulated adjustment policies will be undertaken in a framework where
medium-term economic objectives are harmonized.
Ultimately, therefore, the problems which I have just mentioned
—adjustment, cooperation, and the recycling of short-term wandering funds—appear to be tightly interwoven. The system will continue to be subjected to recurring crises and tensions if the
speculative capital movements are not neutralized. The attainment
of this objective requires a new start in international monetary cooperation which should aim at the prevention and correction of the
disequilibria rather than at their financing. Furthermore, it is
necessary to extend to the community of industrialized countries
in an effective manner the principle contained in the EEC Treaty,
whereby the determination of the exchange rate is a matter of
common interest. Finally, speculative capital movements should
not influence the determination of exchange rates, hence the need
to prevent them from occurring and, if necessary, to finance them.
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Italy has always considered the problem of the emerging countries with interest and special understanding, due to the analogies
which in the past existed, and to a certain extent still exist, between
these countries and certain Italian regions. In this particular period, our interest in these problems is enhanced by the studies
and the initiative which are being undertaken at various quarters
in preparation for the second Development Decade.
Among these problems, the stabilization of the prices of primary
products is again brought to our attention this year. We would
like, first of all, to express to the Executive Directors and staff of
the Fund and the Bank our appreciation for the work they have
done in singling out the specific financial measures and other
practical steps which can be taken by the two institutions to help
solve this problem. In this field we must recognize that our institutions can play only a secondary role. Specifically, a greater
role for the Fund than the one suggested could easily be incompatible with the safeguarding of its resources and with the essential
monetary functions which characterize the Fund. But at most we
could envisage, in the light of future experience, that the Bank
might decide, as the Executive Directors indicated in their resolution, to make a further effort to solve the problem. One of the
suggestions which has been made, is that the Bank finance additional buffer stocks previously supported by the Fund, should these
require finance for a period of more than three to five years.
. . . We have in mind the opportunity of broadening the Bank's
consultation procedure by making it more regular. These consultations should not be dependent on either the likelihood of immediate intervention by the Bank or the examination of predominantly
technical matters. The purpose of such consultations, which
would supplement the ones held annually by the Fund, would be
to examine the medium- and long-term problem which face member countries. They should also include the study of solutions to
such problems by singling out and applying those instruments and
financial policies which would be most conducive to a greater
mobilization of funds and to a better use of local financial resources, in the framework of a longer-term international financial
perspective. . . .
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On the subject of the relationship between the industrial and
emerging countries, I suggested last year that, following each
allocation of SDK's, the major industrial countries should agree
to make, in a manner to be agreed upon, a contribution to the
IBRD or IDA equivalent to a portion of each country's SDR
allocation. This suggestion, which has also been discussed within
the Group of Ten, appears to have received a very favorable
response from the UNCTAD and has aroused interest in the Bank
and its affiliates. We continue to believe that it is worthwhile to
examine the possibility of implementing this proposal. One of its
advantages is that, without the need to amend the Articles, some
mitigation would be introduced of the rigidity of the parameter—
the Fund quotas—which has been chosen as the basis for the allocation of SDR's. Balance of payments permitting, we do not
exclude a unilateral implementation of this proposal.
Allow me now to make a few remarks on the present situation
of the Italian economy.
After having registered an average surplus of $800 million
during the past five years, the Italian balance of payments has
swung into deficit in 1969. This reversal is due to a large increase
in the net capital outflow, while the 1969 current account will
show a surplus roughly equal to that of 1968. The outflow of
capital has been greatly accentuated by the large increase of
interest rates which has occurred in the international market. This
has widened the differentials over domestic rates, which for a
long time had been kept unchanged in order to stimulate the
recovery of investment and to maintain a certain equilibrium in
the financial market. The present capital outflow, however, has
attained a level which in the long run is not compatible with a
balanced growth in the Italian economy. The monetary authorities
have consequently had to accept a moderate increase in domestic
interest rates. They have, however, decided not to resort to
measures conflicting with the liberalization policies which the
Italian authorities are pursuing.
The strong upsurge in the capital outflow has occurred at a
time when the current account was showing a definite trend toward
a decrease in the surplus, following the rise in public expenditure
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and the measures taken to stimulate private demand. Private
demand, which had weakened somewhat in 1968, has resumed
its rapid expansion in both private consumption and investment.
As a result, imports have been increasing at an estimated rate of
25 per cent, or somewhat more rapidly than exports. These rates
of increase, however, hide different tendencies, as the growth of
imports is increasing while that of exports is decreasing.
These developments prove that the elimination of the current
account surplus does not necessarily cause the capital account
deficit to disappear. This consideration brings out the difficulties
in the present context of the Italian economic policy of reconciling domestic needs with the international situation.
The recent expansion of aggregate demand is reflected in the
acceleration of the rate of growth, which, in real terms, will be in
the region of 7 per cent. Domestic prices have also increased
more rapidly than in recent years, although at about 3 per cent the
yearly average increase is still moderate.
During the second half of 1968, prices were already showing
a tendency to increase. At that time, however, the system was not
yet severely strained either by an excessive level of aggregate
demand or by large increases in labor costs. Tensions later
developed, first in the agricultural sector, largely as a consequence
of the introduction of the EEC common policy, and subsequently
in raw materials, where prices had considerably increased on
world markets. Some tensions also developed in the construction
sector because of a revival in building activity which was the
result of administrative measures rather than market forces.
The increase in prices, together with the exceptionally high
outflow of capital, makes for a rather complex situation. The
economy continues to be orientated toward its maximum potential
expansion, and caution must be exercised in order to avoid the
emergence of disequilibria, which would be prejudicial to the continuity, and consequently to the final attainment, of the highest possible rate of economic growth.
In celebrating the twenty-fifth anniversary of the creation of
our institutions, we must pay homage to the foresight of our
founding fathers. Some of our present difficulties stem in part
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from our many successful achievements which have surpassed the
original expectations. This must strengthen our determination to
pursue the path of yet greater international cooperation.
STATEMENT BY THE GOVERNOR OF THE FUND FOR INDIA
L. K. Jha

I should like, at the outset, to express my warm appreciation
of the thoughtful addresses by you, Mr. Chairman, and by Mr.
McNamara and Mr. Schweitzer. These addresses have given us
not only the broad canvas on which we have to draw but, in fact,
the outlines of the picture we would wish to see emerge at the end
of our discussions. It is in the fitness of things that in what should
be the silver jubilee year of Bretton Woods we are poised to
break fresh ground in the Fund by the creation of SDK's, and
in the Bank with the presentation of the Report of the Pearson
Commission.
Acceptance of the SDR scheme marks the beginning of a new
era in internationally managed money. We, in India, have consistently lent our support to deliberate reserve creation as a major
step forward in the direction of evolving a more progressive and
more rational international monetary system.
Having said this, I cannot but share with my fellow Governors
the concern we have felt over some aspects of the matter. All too
often there has been a tendency to look at the SDR question as
if it was exclusively an affair of the more developed and more
advanced nations. A good deal of the discussion and the more
crucial negotiations have taken place outside the forum of the
Fund where no one from the developing world was present. As a
result, the question of a formal link between the creation of international liquidity and development finance has been shelved, even
though developing countries, which account for over 80 per cent
of our membership, and at least some of the developed countries
support it. We propose that this matter should be considered
afresh. Some kind of a link should be forged between the creation
of international reserves and the transfer of resources from the
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rich to the poor, particularly since inadequacy of reserves has in
recent years been an important cause of the deterioration of the
quality and quantity of aid.
. . . I have no doubt that, even without a formal link, Mr.
McNamara will not let the Part I members of IDA forget that,
with the activation of the SDR scheme, their ability and obligation
to augment the resources of IDA are much greater.
Coming to the quinquennial review of quotas which we are
discussing at this session, I would like to emphasize first of all
that this review is quite independent of the activation of SDK's;
and one wishes that it had been kept so. Unfortunately the two
issues seem to have got mixed up. While we fully support and
welcome the agreement reached on SDK's, we are unable to
endorse the kind of thinking that seems to have gone on in regard
to the review of quotas. The quotas serve more than one purpose.
They seek to define the legitimate need of a member for access
to the resources of the Fund. They take into account the Fund's
need for currencies. They reflect the kind of weight a member
should have in the decision-making process of the Fund. And now
they are to provide the basis on which SDK's are to be allocated.
On the criterion of the need for conditional and unconditional
liquidity to supplement their own reserves and the importance of
giving them an adequate say in the decision-making, the developing countries deserve a much larger share in total quotas than at
present. Unfortunately, the formulae adopted for determining
quotas—formulae which, if I may say so, have not been subjected
to proper discussion or scrutiny—are such that they penalize the
poorer countries for their very poverty. Poor countries with
extreme shortage of resources cannot afford to lock up real resources for acquiring gold or foreign exchange. If, relatively
speaking, their GNP and trade figures are declining, we should
redouble our efforts to improve their position rather than follow
a formula which would continue to subject the developing countries to a double disability in the Fund.
Let me be more specific. Twenty-five years ago, almost all developing countries, except those of Latin America, were under
colonial rule. Since then, year after year, developing countries have
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been joining the Fund-Bank family. Even at this session we welcome the Governors for Swaziland and Southern Yemen and representatives of Cambodia, Equatorial Guinea, and the Yemen Arab
Republic. Numerically, developing countries account for over four
fifths of the Fund's membership. Yet their relative quotas are not
much above one quarter. If all the developing countries had in
1944 been independent and attended Bretton Woods, if at that time
the world community had been as conscious of the importance and
possibilities of accelerating economic development through international cooperation as it is today, there could be no doubt that the
share of the developing countries in Fund quotas, and therefore in
Fund management, would have been much larger than what it is
today. It is not enough, therefore, to preserve the relative strength
of the developing countries. What is necessary is to ensure that the
position of developing countries, individually and collectively, improves substantially in consonance with the changed status and
responsibilities of these countries. Finally, let us remember that in
this field a quick decision is no substitute for a sound one. If we
are not able to find a generally acceptable answer, let us not do
anything hasty. . . .
Let me not be misunderstood. I am not suggesting that the developing and developed countries represent conflicting interests.
The Fund-Bank Boards provide a forum for a dialogue rather than
a debate. The point, however, remains that in the task of identifying the problems of development as they emerge, and in seeking the
right solutions to them, representatives of developing countries
need and deserve a better voice. . . .
Yet another problem which has been causing us concern is that
many of our exports of manufactured goods, especially products of
our engineering industries, have to be competitive not only in
regard to price and quality but also in the matter of credit to the
customer. It is not within the means of a developing country to
offer long-term credit at low rates of interest. The recent resolution of the ECOSOC on the refinancing of exports from developing
countries needs the earnest consideration of the Bank and it will no
doubt have the help and cooperation of the Fund as well as the
regional development banks in this. In this context there is a strong
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case for at least the partial untying of bilateral aid so that supplies
from developing countries are eligible for financing under bilateral
aid programs in the same way as they are under multilateral aid
programs.
I think it is also fair to say that, despite all the attention given to
commodity problems, we are not within sight of any effective international action to protect and stabilize the terms of trade between
primary and manufactured products.
Time will not permit me to give other examples of the kind of
special problems that need to be tackled. Such problems keep on
arising as we go; the important thing to ensure is that those primarily affected by them have an adequate voice in devising means to
tackle them.
In conclusion, may I stress that we are entering the second quarter century after Bretton Woods and also the second Development
Decade. In that context I have expressed some of my anxiety and
concern. I hope the second Development Decade will have a better
record than the first one. I am sure many new and constructive
responses on the part of the Fund-Bank setup will be called for in
the next few years ahead. The Pearson Commission's Report,
which we are eagerly looking forward to, will spell out, I am sure,
the most important areas where such constructive and quick responses would be necessary. We labor under no illusions. The
destiny of the developing world will be determined mainly by the
wisdom and sacrifice of its own people. For these efforts to succeed
speedily and in peace and harmony with the rest of the world, it will
be necessary constantly to strengthen the spirit of international
cooperation which has characterized the Fund-Bank family so far.

STATEMENT BY THE GOVERNOR OF THE BANK FOR CANADA
Edgar /. Benson
We meet here in Washington twenty-five years after the Fund
and Bank were founded. The architects of these great institutions
had experienced a far darker past and faced a much gloomier pros-
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pect than we do today. The economic chaos of the 1930's had been
succeeded by the wholesale destruction of the war. The world was
fragmented, and a new world had to be built; a world in which
ideas, goods, and capital could freely move. In these twenty-five
years, the growth of output and trade has surpassed even the great
expectations of the founders. And this growth has been accompanied by an equally remarkable growth of international cooperation
in the fields of trade, finance, and economic affairs. A great number
of newly independent countries have joined the world community
and are striving for economic viability and development.
Within the field of international monetary affairs, the Fund has
provided a code of behavior which has guided its members in their
pursuit of the common interest. It has provided a framework for
international cooperation, and its relations with its members have
greatly improved in range and quality.
The Fund has evolved significantly in the first quarter century,
and it is to the credit of the organization that it continues to expand
its capacity to evolve.
The most important business before us is to approve the Managing Director's proposal for the activation of the scheme for special
drawing rights. This is a good scheme, which provides us with a
rational framework within which we can manage the growth of
international liquidity. I am also convinced that the Managing
Director's proposal is a good proposal, and that our decision will
bring about the creation of a proper amount of SDK's over the next
three years. I am much heartened by the evidence that the proposal will be overwhelmingly approved. I am even more deeply
impressed by the fact that we have committed ourselves for the
future to cooperative action in the management of world reserves.
This will surely be judged by historians as one of the great strides
forward in the evolution of the Fund, and of the international
monetary system.
A closely related item on the agenda before us deals with the size
of quotas in the Fund. Canada supports the resolution which calls
upon the Executive Directors to undertake the fifth review of
quotas and submit proposals by the end of this year. We share the
confidence of the Managing Director that a general increase in

©International Monetary Fund. Not for Redistribution

78

SUMMARY PROCEEDINGS, 1969

quotas of meaningful size and appropriate selective increases can
be agreed upon.
I have spoken of the achievements in which we can all feel a
sense of pride and a source of satisfaction. But it is obvious that
we are faced with very serious problems. Inflation has become a
serious problem in most of the major industrial countries and is one
of the prime causes of balance of payments difficulties. Even as we
speak, the foreign exchange markets are unstable and disturbed.
As a result of the revolutionary advances in transport and communications, each of us is affected in greater or lesser degree by the
policies of others. The task of achieving national economic objectives in an interdependent world is one of momentous proportions.
This growing interdependence requires a growing degree of cooperation in the choice of national economic policies. I believe that the
Fund must play a central role in this pursuit of harmony.
While we may legitimately take pride in the fact that under the
Fund system international trade has revived and prospered, we
recognize that we have to work actively at maintaining and improving the system. In developing the Fund system we have learned a
great deal about cooperating as nations in economic policy matters.
If we have acquired what is virtually a habit of cooperating, that is
all to the good, for perhaps more than ever we need to work together in coping with our problems.
The Managing Director has suggested that the studies of the
present exchange rate system should be continued. We support
this suggestion. We must always beware the tendency to assume
that what has been must continue to be. There are some lessons
which past experience may have for us as we review the system.
The first of these is that the basic principle that exchange rates are
by their nature an international matter is as true today as it was
twenty-five years ago. The value of a country's currency is obviously of vital importance to itself. But it is also of great interest
to its trading partners. The second is that the Fund system already
provides scope for appropriate exchange rate changes once countries are convinced of their necessity. The system has also shown
that it can accommodate special circumstances which arise from
time to time. The third is that, if national governments fail to fol-
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low sound economic policies, no exchange rate system will work
satisfactorily.
There is no doubt in my mind that the main problem facing the
industrialized countries today is the problem of inflation. It is my
principal concern in Canada. Inflation is increasingly recognized as
unacceptable in its immediate and domestic consequences, and as
profoundly dangerous for the balance of payments. Inflation becomes much more difficult to eradicate when inflationary expectations have become entrenched. Fiscal and monetary policies have
to be applied persistently and supported by the responsibility and
restraint of all sectors of the community. Inflation in the industrialized countries is reflected in rising prices of manufactured goods
and in high levels of interest rates. Both of these are properly matters of concern to the developing countries, so it is in their interest,
as well as in the interest of the industrialized countries, that inflation should be stopped. . . .
In the past year the Executive Directors of both the International
Monetary Fund and the World Bank took important decisions
toward the resolution of commodity problems. These measures
should help countries to diversify production, to strengthen the
competitiveness of their primary products in world trade, and to
participate more effectively in arrangements aimed at stabilizing
world prices. The policies of the Fund and the Bank should complement the efforts of other countries and international agencies in
this field. The need for continuing close consultation between the
Fund and the Bank will, of course, be most important as experience
is gained in implementing these decisions. . . .
There is increasing recognition of the necessity of tackling the
structural problems of developing countries. While progress is
being made in a few modern sectors, frequently there is stagnation
in those occupations and traditional industries which employ most
of the population. Conditions must be created which offer a real
prospect for these people to move up from their present marginal
level of subsistence. . . .
Canada also attaches high priority to the role of science and
technology in the development process. More than 98 per cent of
global expenditures on research and development are currently tak-
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ing place in industrialized countries and are not designed specifically to meet the needs of developing countries. It is inconceivable
that the ultimate goal of development can be achieved unless we
redress this imbalance. . . .
The need for a qualitative improvement in performance and policies is clear and immediate. This applies to the developed countries
and developing countries alike. The world-wide scarcity of capital
makes it inevitable that the economic performance of the developing countries will increasingly determine the share of resources that
is made available to them. . . .

STATEMENT BY THE GOVERNOR OF THE BANK FOR INDONESIA
All Wardhana
Contrary to expectation and hope, the devaluation of the pound
in November 1967 did not produce the envisaged results, either
for the United Kingdom or for the world. In the year under review,
balance of payments deficits and surpluses of the major countries
continued generating crises which threatened to tear apart the intricate fabric of the international monetary system. Reserve currencies remained weak, and the May 1968 events in France, as well as
the position of the deutsche mark, set off waves of uncertainty
affecting the money and capital markets of the world and, consequently, international trade and economic development. As we
may remember, eventually the French franc was devalued, without,
so far, contributing substantially to lessen the prevailing uncertainty. With respect to the recent decision of the German authorities to let the rate of the deutsche mark float for the time being, I
can only hope that more stable conditions will be restored shortly.
In such a setting, monetary authorities felt obliged to increase
interest rates. . . .
Indonesia, last year, reached a stage in which my Government's
decision, determination, and political will to establish monetary
stability have, at long last, borne fruit. Measured by the yardstick
of history, two and a half years is a short time to convert an infla-
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tionary rate of over 800 per cent into one of manageable proportions, but, to us who had to go through that period, time often
seemed to stand still. In this connection, I would like to thank
Mr. Schweitzer, the Fund Board and staff for their deep understanding and their readiness to support us and for their tireless
efforts in assisting us to overcome the many obstacles on our road
to monetary stability. However, monetary stability would become
meaningful only on an ever-increasing level of economic activity;
my country has reached this stage of having to maintain stability
while developing the economy. We are embarking on development activities based on a modest but realistic Five-Year Plan,
mainly directed toward the use of our natural resources and the
creation of industries related thereto. In our effort to develop
under stable monetary conditions, we need the continued understanding and support of institutions like the World Bank, the IMF,
and the Asian Development Bank. We also need the cooperation
of countries interested in us: firstly, with respect to such a settlement of our debts, mainly inherited from the past, as will not
burden our development efforts; and, secondly, we are hopeful
that they continue providing us with the technical and financial
assistance without which our development program would be
difficult to execute.
My country does not stand alone in its struggle to combat inflation and to grow under stable conditions. Many others are
making the same endeavor, and the rise of developing countries
in Latin America, in Africa, and in that huge part of the world,
Asia, may well prove to be the most traumatic historical event of
our present century. However, the developing world cannot grow
unless the developed countries continue also to grow under stable
conditions.
Economic growth is taking place in the industrialized countries
at a rate which makes the rich relatively richer and the poor,
poorer. But with few exceptions, their growth is beset by the
lack of monetary stability. Much thought has been given to
remedying the situation. The Bretton Woods system, with its
philosophy of stability and freedom, came under criticism. Even
a complete overhaul of the present system was advocated. I believe
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that such an overhaul needs an appropriate climate, which is not
available at present. Bretton Woods was conceived after a world
war, and, if we look around, major and drastic changes nearly
always take place after some kind of a dramatic event. Our own
monetary reform came in the wake of a political upheaval. But,
apart from the absence of an appropriate climate, I do feel that
the Bretton Woods system is still adequate for taking care of our
present situation. It is aimed not at rigidity but at stability. It
allows parity changes in cases of fundamental disequilibria. It
may, perhaps, even permit some further flexibility, provided that
it would not generate fluctuations leading to unstable conditions,
thus defeating its very purpose. But, even if parity changes,
already permissible under the system, had been resorted to more
frequently and more promptly, and even if other changes might
be introduced into the system, with a view to obtaining a somewhat greater margin of flexibility, conditions of imbalance created
by excessive demand—with its frequent corollary of cost pressures—cannot be remedied without a consistent domestic policy
aimed at budgetary and monetary restraint.
It is obvious that international monetary stability should be
achieved as soon as possible because the recurrence of crises,
originating in regard to the pound, the franc, the dollar, or the
deutsche mark, has detrimental effects not only on the countries
concerned but also on us in the developing world. Such crises
affect, on the whole, our inadequate monetary reserves, our trade,
the flow of capital, and hence our entire economic development.
Instability in the money and capital markets also hampers the
activity of such institutions as the World Bank and the regional
development banks in Asia, Africa, and Latin America.
Some alleviation will, of course, be obtained from the activation of SDK's now proposed to us. This unconditional liquidity
will add to the means of combating fluctuations. But, again, as
in the case of parity changes or even in the case of a parity reform,
the need for corrective measures at home cannot be replaced; on
the contrary, the breathing spell should be used to implement them
as forcefully and speedily as possible. We of the developing countries will not directly gain much from the activation of SDK's, tied
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as they are to our meager quotas. The Board of Governors of the
Fund has, by adoption of the Amendment of the Articles of Agreement, rejected the idea of a linkage between SDK's and development needs. For the time being, this matter has to be considered
closed. However, some basic inconsistencies will continue to attract
the attention of economists and financial people. One may wonder
if the distinction between liquidity needed for balance of payments
and that needed for development purposes is not rather artificial,
at least as far as developing countries are concerned. The balance
of payments position of these countries does not as yet reflect the
actual needs of their economy so that, in their case, balance of
payments and development needs are more indistinguishable than
in the case of the developed countries.
Another rather striking feature is that developed countries not
in need of extra liquidity are receiving SDK's as well. It is true
that their use is dependent on balance of payments needs, but, in
ordinary life, an enterprise neither seeks nor obtains extra credit
facilities from a bank if it has already ample means at its disposal.
Instead of the present system of distribution, conceptually at least,
it seems feasible to allocate SDK's only to countries in need of
additional liquidity. We have taken a bold step unprecedented in
monetary history; let us be open-minded in seeking to perfect it.
In this respect, I would like to comment briefly on the idea of a
transfer by developed countries of part of their SDK's, either
directly or indirectly, to developing countries. Under the present
Articles of Agreement this is hardly possible, but, if at any future
date such action would be practicable, I hope that the amount
transferred will be added to, and not included in, the 1 per cent
of GNP urged by the United Nations. After all, the spirit of that
recommendation is a transfer of national resources, not of resources
created ex nihilo.
Alongside the activation of SDK's, we are also considering an
increase of quotas. I feel that it is wise and timely to request the
Board of Executive Directors to formulate positive recommendations. Unless conditional liquidity increased simultaneously with
unconditional liquidity, the structure of the Fund would become
unbalanced and its position weakened. Also, developing countries, having a poor share of SDK's, are in need of greater access
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to unconditional liquidity. However, in engaging ourselves in this
quinquennial review of quotas, we have to bear in mind another
aspect of it, related to the voting power of member countries.
Any decision on an increase of quotas should also be aimed at
preserving a balance between the position of developed and developing countries in the Fund and the Bank and on their Boards of
Executive Directors. Substantial general increases side by side with
the special increases envisaged mostly by the developed countries
and the possibility of raising the basic votes seem to be warranted
under the present circumstances.
It is gratifying indeed to note that the Bank and the Fund, having
had to operate under the difficult circumstances of last year, could
still summon up enough energy to meet the deadline of the Rio
Resolution of 1967 pertaining to the problem of the stabilization
of prices of primary products. My regional colleagues from Southeast Asia have requested me to express our appreciation for the
action taken by the Bank and the Fund. However, we must say,
in all frankness, that the hopes and expectations engendered in
Rio are far from being realized, and that only a modest beginning
has been made. We feel that the Fund might have considered
further liberalization of the compensatory financing facility, as a
logical supplement to the buffer stock financing facility now made
possible. The period of financing also should be related to the
export situation, rather than to the Fund's practice of observing
a period of three to five years.
On the other hand, these limitations of the Fund's facilities
could have been mitigated by the Bank, as far as stocking operations are concerned, for instance. But the Bank's attitude is uncertain. It could have been more positive in extending complementary
financing where the Fund is unable to go further. We realize that
the provisions of their charters and certain established practices
in both institutions are a kind of limitation on wider action. We
are therefore glad that the whole scheme will be kept under constant review, and we hope that, at some future date, the necessary
revision will be made.
I have come to the end of my remarks. I would like to express
our warm appreciation for the hospitality which we are enjoying
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from our host country, which has put its splendid facilities at the
disposal of this Annual Meeting. Let us hope that the coming year
will show great progress in the field of the adjustment process, so
that international monetary stability may at long last prevail, to
the benefit of economic development and progress.
STATEMENT BY THE GOVERNOR OF THE FUND FOR NEW ZEALAND
R. D. Muldoon
Firstly, I wish to congratulate the Executive Directors and the
management of the Fund on another year's successful activities.
The operations of member countries with the Fund reached record
levels for both purchases and repurchases, and technical assistance
programs were broadened and strengthened. The international financial system during the year has been subject to more uncertainties than for a considerable time, and on occasions there were acute
crises, but the influence of the Fund has been one example of international cooperation which has clearly had a stabilizing effect.
We have watched with interest the extensive study on exchange
rate adjustments undertaken by the Fund. It is important at
this time to point out the very great achievement of the Fund
in carrying out so effectively its task of maintaining a high degree
of currency stability during the many years since its establishment.
By and large, the present system of exchange rate management
has worked well until comparatively recently, and even in recent
times this has been an area of extensive and fruitful international
cooperation. It may well be that the time has come for some
adjustments to the system, but we in New Zealand, because of
the fact that international trade plays such a major part in our
economy, believe that currency stability is of vital importance.
We could not therefore support a proposal such as the "crawling
peg," which, as a by-product of a move toward easier adjustment,
produces a continuing state of moderate uncertainty.
One major step which will help to advance world trade and
assist international liquidity is the scheme for special drawing
rights. New Zealand fully supports the proposal to activate special
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drawing rights from January 1970. We also attach great importance to an equitable increase in quotas in a way which does not
reduce the voting strength of the smaller and the less developed
nations. We believe that there should be a general increase of at
least 25 per cent.
Despite the difficulties of the past year in the field of monetary
affairs, the volume of trade increased throughout 1968 by a record
12 per cent from the depressed level of the previous year. A large
part of this rise was due to increased exports of primary producing
countries, which expanded at an annual rate of 13 per cent from
the first to the second half of 1968. Unfortunately, as pointed
out in the Fund's Annual Report, New Zealand did not share in
the slight recovery in terms of trade of the primary producing
countries; in fact, the terms of trade became less favorable for
New Zealand for the fifth year in succession. In spite of this,
New Zealand's balance of payments has responded well to the
firm but flexible measures of restraint instituted following the
severe decline in export prices in 1967. As a result of the recovery
in the external accounts, it has been possible for New Zealand to
repay most of the short-term loans raised to cover the crisis situation which existed in 1967, including voluntary repurchases from
the International Monetary Fund.
The assistance of the Fund at that time enabled us to continue
with the Government's policy of liberalizing import controls and to
embark on new policies and incentive schemes designed to improve
the structure of the economy and increase the rate of economic
growth. The Government has adopted the export and other
targets set by the recent national development conference, based
on the efficient and economic expansion of production for the
domestic and export markets. . . .
Expansion of the New Zealand economy is, however, dependent
upon the growth of world trade and the availability of an adequate
amount of long-term development capital. The present unsettled
state of the capital markets is a barrier to the achievement of the
goal of higher living standards in very many countries, and the
high cost of external borrowing is a marked deterrent to growth
in developing countries. Monetary restraints in the United States
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have caused pressures on other capital markets, and more recently
have given rise to American banks borrowing of Euro-dollars in
efforts to alleviate the credit squeeze. In consequence, interest
rates on the Euro-dollar and other international markets have
reached unprecedentedly high levels, causing other industrial countries to increase their interest rates. This stringency and high cost
in international capital markets generally is of concern to many
countries, including New Zealand. The major problem which New
Zealand faces, however, is that most capital markets are closed
or restricted. All this is preventing New Zealand from growing
at anything approaching its full potential while long-term capital
cannot be obtained in sufficient volume. . . .
As a primary producer, New Zealand shares the concern of
developing countries that the institutions with responsibilities for
the development of the international trade and payment systems
have been much less successful in liberalizing agricultural trade
than trade in industrial products. There has been no world-wide
acceptance of more liberal trading practices in agricultural products. While we generally welcome the Fund's new facility for the
stabilization of commodity prices, it seems that it will have no
direct effect on temperate agricultural commodities which comprise the major part of New Zealand's exports. Many of the
problems of developing economies and the need for such stabilization schemes would be overcome if the major industrial nations
faced up to the internal political problem of curtailing protectionist
policies in the agricultural field. These policies must be seen as
ultimately destructive, not only of international good will but of
economic stability in the very countries which implement them.
Agricultural advancement in developing countries demands greater
stability in markets than has been apparent in the past. A study
of the problem of stabilization of commodity prices which was
completed during the year, and, arising from this, the action taken
by the Executive Boards of both the Bank and the Fund should
make some contribution to the solving of the problems facing
primary producing countries experiencing sharply fluctuating receipts for their exports. It remains the New Zealand view that the
solution to this problem lies primarily in the establishment of
sensible arrangements to facilitate, rather than stifle, international
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trade in these products. These arrangements will differ from commodity to commodity. For some, international commodity agreements will be the answer, and we hope that efforts toward reaching
such agreements will be assisted by the action taken by both
organizations. The problems and the policies which create world
headlines are those of the major industrialized countries. We in
these organizations would do well to remember that not only those
problems but even the remedies which are proposed may sometimes cause much more dangerous situations and have much more
damaging results in the economies of the smaller and less affluent
nations which frequently have no voice in the councils of the great.
If we create a system which simply provides stable growth for the
great industrial powers and which simply permits the rich to grow
richer while the poor remain poor, we are not only failing in our
purpose, we are sowing the seeds of far more dangerous problems
for ourselves in years to come, and for future generations. . . .

STATEMENT BY THE GOVERNOR OF THE BANK FOR SPAIN
Juan Jose Espinosa
My sincere congratulations to the management, staff, and Executive Boards of the Bank and Fund. The great work carried out
during the last twelve months is recorded in the Annual Reports
that we have before us today, and also in the brilliant addresses
of Mr. McNamara and Mr. Schweitzer. It has not been an easy
year, but it has been one in which progress has been steadily made
on the path of international cooperation and in the difficult struggle
to raise the standard of living of the entire world population.
In welcoming the new countries that are joining our institutions,
I wish most especially to ask you for an affirmative vote on the
membership of the Republic of Equatorial Guinea, with which
Spain feels united by special bonds of fraternity. I am grateful
for the collaboration rendered by the Fund staff to this end. . . .
Today we can also feel gratified by the creation of new ways of
approaching the chronic problem of instability of commodity
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prices. The decisions adopted by this assembly at past meetings
are now being supplemented by, among other things, proposed
technical assistance measures for the establishment and financing
of buffer stocks, diversification of production, and alternative uses
of primary products.
However, to be consistent in the search for possible ways of
assistance, one has to consider that there is a very wide range
among developing countries and that the same measure may have
a marked effect on one group or area while it is totally inoperative or premature for another. Greater stabilization of the prices
of primary products will give equilibrium and a substantial impetus
to the primary producing countries, but it cannot add anything
significant to the effort of the semi-industrialized countries. . . .
All this leads me to believe that international cooperation
provides the answer to the challenge facing present-day society,
the society, the solution to the problems of economic progress, and
the gradual elimination of the political tensions arising from the
inequitable distribution of income and wealth.
As to the International Monetary Fund, I am in full agreement
with Mr. Schweitzer that the special drawing rights facility will
come into operation at an opportune time. There is no doubt that
the destruction of international liquidity induced by the anticipated
improvement in the balance of payments of reserve currency countries could lead to an accentuation of the crisis of the international
monetary system. Therefore, the rational and deliberate creation of
a new international asset should start a new chapter—and I would
say a very important chapter—in the history of our common
effort for a monetary system at the service of the international
community.
Special drawing rights, however, will not reduce the increasing
need for conditional liquidity. I refer to the problem of increasing substantially the resources of the Fund. The next quinquennial
review of quotas provides, as the Annual Report states, ua welcome
opportunity to enlarge the over-all size of the Fund by means of
both general increases of a reasonable size and selective adjustments necessary to bring the quotas more into line with the present
relative international economic importance of members."
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My country, which supports a general increase, also attributes
great importance to selective increases, not only because of our
stated interest in adjusting our quota in line with the strong
increase in Spanish economic aggregates, but also because we
consider that a relative quota structure better adapted to present
realities will redound to the benefit of the Fund itself and hence of
the international monetary system of which the Fund will continue
to be the keystone.
I do not wish to conclude without stressing the importance of
the work being carried out within the Fund and emphasizing the
need to continue it in order to adapt the international monetary
system to the needs of our time.
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DISCUSSION OF FUND POLICY
AT BANK, IFC, AND IDA SESSION1
STATEMENT BY THE GOVERNOR OF THE BANK FOR AUSTRIA
Stephan Koren
. . . Recalling the events of [the twelve months since we last met],
the most remarkable one was without doubt the sharp rise in interest rates. On the Euro-dollar market these rates have reached
unprecedentedly high levels.
The causes of the high interest rates are manifold. The main
cause seems to be the fundamental change in the monetary policy
of the United States which has occurred in the course of last year.
Also, the limits of capacity and tightening labor markets have led
to rising prices in many European countries. In these countries interest rates rose partly because monetary policy was not able to
isolate the home market from the international market and partly
because the internal demand had to be checked by monetary policy.
We may regret current interest rates, we may regret the effect
they have on our investment plans. We must keep in mind that
interest rates in the United States were not pushed up in order to
create difficulties to borrowers or to stop growth, but to stop
inflation. European governments have been urging the United
States for a long time to curb inflation. Tightening credit alone
may not be sufficient to achieve that end. Without tight credit,
however, no results can be obtained. In the long run, growth
cannot be achieved by inflation.
In an inflationary situation there is always the dilemma that a
policy designed to curb the inflationary rise of demand will hit
investment demand and thereby growth. But we cannot put the
i October 1, 1969.
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whole weight of the fight against inflation on one component of
demand, for example, on consumption alone, and let the other
components rise at an inflationary pace. . . .
I would now like to comment briefly on the role Austria can
play in development financing. Austria is well endowed in many
respects, but it is a traditional importer of capital. In the last
ten years the annual net inflow of capital was about $120 million.
Most of this was on account of long-term borrowing by industry,
but in recent years there was also considerable government borrowing abroad. These borrowings were made on commercial terms.
Its heavy reliance on foreign capital for the financing of investments has made Austria sensitive to restrictions on capital outflows.
In that respect our situation resembles that of many other countries
represented here. Restrictions on capital flows are like restrictions
on trade. Once adopted they are difficult to remove. We hope
that the present tendency to introduce or tighten restrictions on
capital flows will not continue.
In the current year the volume of Austrian borrowing abroad
was considerably reduced. However, domestic requirements for
the improvement of the structure of industry remain large. Austria
will therefore continue to be an importer of capital for some time
to come. We do not, however, consider that an obstacle to lending
abroad. Capital movements are not a one-way road. By lending
as well as borrowing we think we can serve the interests of the
international community as well as our own. . . .
I think that one of the most important lessons that can be
learned from the experience of the last decade is that problems
of development cannot be solved by simply providing money.
Money can buy factories, dams, reactors, and other things. But
it cannot guarantee development. To achieve development, appropriate structures, institutions, and attitudes have to be created.
Furthermore, policies compatible with steady growth and monetary stability have to be pursued, realistic exchange rates have to
be established and maintained, domestic resources have to be
mobilized, and their allocation to high-priority productive uses
has to be ensured. . . .
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STATEMENT BY THE GOVERNOR OF THE BANK FOR THE
DEMOCRATIC REPUBLIC OF CONGO
Louis Namwisi
. . . I feel that the organization of commercial distribution is
another sphere in which the World Bank and its affiliates could
play a useful part. A number of developing countries find their
progress hampered by the lack of efficient commercial distribution
networks and by the improper functioning of the rules of competition in the tertiary sector. The result is that the intermediaries
make exorbitant profits, supplies are insufficient, and prices are
continually on the increase. In order to remedy this situation I
recommend that technical assistance be made available in the form
of studies and permanent missions of specialists recruited by the
World Bank Group or by other international agencies—in certain
cases the financing of competitive supermarket chains and storage
facilities might also be indicated. By agreeing to take an interest
in this sector, the World Bank Group will be able to support the
Monetary Fund when it recommends import liberalization and
price stabilization, since the success of such measures depends on
a rational marketing system for consumer goods.
. . . The current strain on capital markets should in particular
lead us to reflect again on measures that could gradually make
the borrower's obligations less vulnerable to the increases in interest rates that stem largely from inadequacies in the balance of
payments adjustment policies of the industrialized countries. . . .
An alleviation of the strain imposed by interest rates is all the
more necessary since it has now become clear that development
finance from external sources is being provided to a decreasing
extent in the form of risk capital. Whatever desire most of the
young countries may have to link foreign equity participation to
national development efforts, the circumstances cause loans increasingly to occupy a preponderant place in the utilization of
external savings, just as the role of the foreign entrepreneur
is evolving gradually from the functions of a holder of equity
capital to those of a holder of management contracts.
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In view of this de facto situation, the structure of external debt
that we consider normal should be reconsidered; indeed, the burden
of servicing loans contracted abroad has assumed proportions that
can be explained to a large extent by the fact that the share of
profit transfers in our foreign exchange expenditures is tending
to diminish. Let us try to take this new situation into account in
establishing desirable debt standards and seeking means capable
of lightening the interest charge that falls on the now most usual
form of foreign financing.
. . . The new countries are fully aware that the success of their
efforts depends in the first place upon themselves, upon the realistic
nature of their development policies, upon the effectiveness of
forms of association with foreign enterprise, and upon progress in
the technical training of national managerial staff.
The Congo for its part has endeavored during the past year to
promote its development by various new means. A national development company now being created hopes to avail itself of the
support of the Bank and its affiliates. An investment code is
establishing a favorable climate for foreign capital, and we have
settled amicably and equitably the dispute that set us against
nationalized mining enterprises. In a number of sectors we have
concluded management contracts that limit the role of foreign
companies to the performance of a specified task without participation on their part in the policy of the company or organization
that they assist, according to a formula that appears to me to
avoid the dangers of neo-colonialism.
We hope to continue next year our efforts to make our country,
in the heart of Africa, a dynamic force for development in conditions of stability.
STATEMENT BY THE GOVERNOR OF THE BANK FOR ISRAEL
David Horowitz
. . . The cumulative onus of debts is a sort of time bomb which
may explode at any moment in the seventies, when debt repayments
will amount to as much as the entire volume of financial help. The
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accumulated debt of 92 underdeveloped countries increased fourfold in one decade from the end of 1956 to the end of 1966.
On the other hand, it is a reassuring fact that wherever capital
was available, the results were positive. To quote from a study
carried out for the Office of Program Coordination of AID:
The possibilities of securing rapid and sustained development by
effective use of foreign assistance have been strikingly demonstrated in the past decade by such countries as Greece, Israel,
Taiwan and the Philippines. In each case, a substantial increase
in investment financed largely by foreign loans and grants has
led to a rapid growth of GNP followed by a steady decline in
the dependence on external financing. Not only was growth
accelerated by foreign assistance, but the ability of each economy
to sustain further development from its own resources was very
substantially increased.

The one source of investment capital which was resorted to
to a very small extent is the capital market. Some $41 billion of
fixed-interest securities were launched on the world's capital markets in 1967. The share of developing countries in that colossal
accumulation of capital is microscopic, and is confined to two or
three countries with special conditions. We have here a clear-cut
case for priorities.
A 1 per cent allocation from the GNP of the developed world
of some $1,850 billion in 1967 would nearly double the annual
capital flow to developing nations, and that surely is far from
crying for the moon, which by the way did not prove such a
fantastic and impossible proposition.
The purpose of my own Proposal in this field is not only the
amelioration of the terms of aid, but perhaps, even to a greater
extent, the promotion of a larger flow of loan capital to the underdeveloped nations. Obviously, with the interest subsidy, the constraint and limitations imposed by the price of money on the
capital markets are reduced, and international institutions such as
the World Bank and the regional development banks are endowed
with greater flexibility in meeting the commercial terms of capital.
The Proposal can be characterized as an attempt to build a
bridge between capital markets and the underdeveloped nations
and to make it possible to borrow hard and lend soft. . . .
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If the whole complex of international financial institutions is
involved on a global scale and as an instrument of international
economic policy, there is no reason why the profits of the Fund
could not also be used for an interest equalization fund, thus
facilitating the access of the underdeveloped world to the expanding capital markets.
A blend of my Proposal for access by developing countries to
capital markets, with the use of new liquidity reserves for development, the special drawing rights, and at least a maintenance of the
current volume of grants-in-aid, could revolutionize the present
state of affairs. . . .

STATEMENT BY THE GOVERNOR OF THE BANK FOR COLOMBIA
Abdon Espinosa Valderrama
It is my honor and responsibility to bring to this meeting the
voices of Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica,
Ecuador, El Salvador, the Philippines, Guatemala, Haiti, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, the Dominican Republic, Uruguay, and Venezuela; in these countries live
almost 300 million people whose hopes, vicissitudes, and problems
are alike. . . .
From the most widely diverging points of view there is agreement that the funds transferred to developing countries are insufficient. In the Bank Report it is noted that the 1 per cent of gross
national product of the members of the Development Assistance
Committee declined to the equivalent of 0.75 per cent. It would
not, therefore, be advisable to add to the small amount of the
transfer the increase in its cost which, in the last analysis, enlarges
the burden of indebtedness and cuts down the availability of foreign
currencies year by year.
When the special drawing rights come into effect it will no
longer be possible to point to a scarcity of international liquidity
as the motive for decreasing the amount of loans or for failing to
increase them. This applies even more to advocating interest rates
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experienced the astounding progress of the industrial countries.
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STATEMENT BY THE GOVERNOR OF THE BANK FOR GREECE
Emmanuel Fthenakis
I wish to join previous speakers in expressing our deep appreciation to the Government and the people of the United States for
the hospitality they have extended once more to all of us. May
I also express, on behalf of the delegation of Greece, our thanks
to the Bank's President and to the Managing Director of the
International Monetary Fund for their enlightening statements at
the opening of the Joint Session.
The distinguished speakers who preceded me on the podium
discussed various aspects of the over-all monetary and development problems that the world is facing at present. I would therefore, in the limited time available, rather concentrate your attention
on certain specific points connected to the expansion program of
the Bank, on the one hand, and to the new IMF policy proposals
on the other. . . .
Now let me touch very briefly on the two critical problems that
beset the world's monetary system. The first is the incipient
shortage of reserve assets and the second, the system of rigid
international rates.
The IMF is expected to deal with the first, the shortage of
world liquidity, by endorsing activation of the new facility, the
SDR's, which the world monetary community has recently instituted. Undoubtedly, it is the most important and far-reaching step
taken in the international monetary field since the 1944 Bretton
Woods Conference.
The question arises, however, as to whether in allocating the
SDR's special provision should be made for the developing countries, whose shortages of liquidity become acute in the conditions
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prevailing now in the international capital and money markets.
The allocation of SDK's solely on the basis of the members' quotas
in the Fund places the developing countries at a disadvantage. One
wonders whether some method of allocation should not be devised
in order to offset, to a certain degree, this disadvantage. At any
rate, Greece wholeheartedly supported the decision to allocate
special drawing rights and we now support the Managing Director's
proposal for activation.
The second critical problem mentioned by Mr. Schweitzer, the
flexibility of exchange rates, is more difficult to tackle, as under
the present system maintaining rates of exchange becomes a matter
of domestic politics or even of national honor. In the Fund's
Annual Report, one reads that its Executive Directors, and I quote:
"discussed intensively the mechanics by which exchange rates can
be changed." We firmly believe that proposals to increase the
flexibility of foreign exchange rates should not be considered as
a substitute for necessary or sound internal policies. The whole
question needs the most careful consideration. . . .
STATEMENT BY THE GOVERNOR OF THE BANK FOR
THE NETHERLANDS
H. J. Witteveen
. . . Before the end of this meeting the Governors of the Fund
are expected to take the historical decision to allow the first allocation of special drawing rights to supplement existing reserves in
order to meet the rising global need for international liquidity.
Various suggestions have been made to establish a link between
reserve creation and development finance, either by way of allocating special drawing rights to the Bank or IDA, or by way of
joint action by industrialized nations to pass on part of their share
in the special drawing rights to the developing countries, via intermediaries or directly. I see great objections to such suggestions.
The function of international reserves is to be available in case of
need for the financing of temporary maladjustments in the balances
of payments of their holders and recipients, not to increase the
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flow of capital for development assistance which involves a longterm transfer of real economic resources that should be financed
out of genuine savings. Otherwise it could become a source of
inflation. Therefore, it might bring the whole action of reserve
creation into jeopardy if part of the newly created reserves were
to be used for whatever good purposes one might choose, but
which are alien to their true function. Using special rights to
create the illusion of avoiding the burden of the real sacrifice
involved in development assistance may be an alluring proposition but I have little doubt that this would mean rendering a very
poor service indeed to the whole monetary system generally and
the position of special drawing rights in that system in particular.
I am afraid that the introduction of this device would degrade the
new reserve asset, which—in my conception—should be as good
as gold and reserve currency holdings. . . .
Following the Resolutions adopted at our last year's meeting, the
Executive Directors of the Fund and the Bank have completed the
Part II of their respective studies of the problem of the stabilization of prices of primary products and submitted their reports on
specific financial measures and other ways in which our institutions might assist in finding solutions to this problem. I wish to
thank the Executive Directors for their concise reports and for
the constructive decisions they have already taken on this subject.
From the outset I have felt that the contribution which the World
Bank Group could appropriately make to the solution of this
problem should be directed toward remedying as far as possible
the fundamental causes underlying the instability of primary products, namely, periodic disparities between supply and demand, and
reducing the vulnerability of the primary producing countries to
erratic price fluctuations of their export products, rather than the
direct financing of commodity surpluses held in stock, which is by
its nature a commercial activity. Such financing may be helpful
temporarily in support of sound structural policies locally pursued
or under well-conceived and well-managed international commodity agreements. Insofar as this constitutes an additional shortterm burden on the balance of payments of the countries concerned, I have no objection to the special assistance decided on by
the International Monetary Fund but, in my opinion, the Bank
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should concentrate its efforts on the promotion and support of
structural improvements of the nature I indicated. Particular
importance should be attached to the diversification of production
in the primary producing countries with the assistance of the
Bank Group directly, and through cooperation of the Bank Group
with commodity diversification funds set up by appropriate international commodity arrangements. I am glad to report that recently my Government has made a financial contribution to the
Coffee Diversification Fund which we expect will be used in close
cooperation with the World Bank and possibly regional development banks. . . .

STATEMENT BY THE GOVERNOR OF THE FUND FOR GABON
Augustin Boumah
Having attained their independence in this modern day and
age, the Federal Republic of Cameroon, the Central African Republic, the Republic of the Congo (Brazzaville), the Gabonese
Republic, and the Republic of Chad have all taken their place in
a modern monetary institution of multinational scope whose existence is particularly justified at a time when the world is evolving
in the direction of large-scale units, and when, as recent events
have shown, no one currency can claim to be immune to the
vicissitudes of fortune that affect another. I therefore speak today
on behalf of these five nations, grouped together in a monetary
union founded on the principles of broad, mutually trusting, and
effective cooperation.
First of all, permit me to join on behalf of our five nations in
the tributes paid at this meeting to the work accomplished by
the Fund and by the Bank and its affiliates during the past fiscal
year. Permit me also to extend greetings to the Governor for
Swaziland, who is with us today for the first time, and also to the
observers from Equatorial Guinea, Cambodia, Southern Yemen,
and the Yemen Arab Republic, which will become full members
of the Bank and the Fund.
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We also pay tribute to the spirit that animates these institutions,
whose rules of operation enable countries of modest size to be
heard in the concert of the international community, particularly
through the intermediation of our Executive Directors, and thus
to participate in decisions that concern the proper balance and
harmonious development of this community, as members that
form part of it.
Among practical accomplishments, we note with pleasure the
successful outcome of the efforts for establishment of the system of
special drawing rights. But it goes without saying that we are
interested also in the evolution of the various aspects of certain
problems that affect our countries particularly closely and which
my predecessors of the Monetary Union have dwelt upon in detail
in this forum at our previous meetings. Among these, I wish to
refer, first, to that of stabilization of the prices of primary products,
and second, to that of the financing of development aid.
We have followed with great interest the work done by the Fund
following the Resolution adopted in 1967 in Rio de Janeiro and
reaffirmed in Washington in 1968 concerning primary products.
We have just read the study transmitted to us on this topic, and
I should like rapidly to review the reflections that it inspires in us.
On the Fund side, the improvement of the mechanism of compensatory financing should enable it to assist those member countries that wish to enter into agreements on the establishment of
international buffer stocks. While this is no more than a first step,
we feel that it is a much too timid one, for the financial support
thereby offered is too meager and accompanied by too many conditions to constitute a true and durable solution to this problem.
As for the decisions taken by the Bank, these are limited chiefly
to measures aimed at the diversification of production and improvement of the competitive capacity of primary products, without providing for any concrete action aimed specifically at assisting
the developing countries to alleviate the consequences of the
fluctuations in the world prices of these products.
Meanwhile, these prices remain greatly depressed. To mention
only the products that directly affect our own economies, I would
point out that cotton prices are still well below what they were at
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the beginning of the 1950's, and that the purchasing power of a
bag of coffee fell by 50 per cent between 1953 and 1967, even
though one of the objectives of the International Coffee Agreement
was precisely to assist growers to develop their resources and to
raise their standard of living. I shall not dwell on the difficulties
that beset our sugar production, which suffers from the additional
disadvantage of competing with that of the industrialized countries. The income of our cocoa growers is protected for the
moment only by cyclical factors—but for how long?
It is therefore with no surprise that we read in the recent reports
of the Secretariat of the United Nations Conference on Trade and
Development that "the gap between the rich countries and the
poor countries has widened in 1968." In the face of such a cruel
state of affairs, the most disastrous course would be for us to
abandon ourselves to despair, and for the developed countries to
limit themselves to the timid measures that are being proposed
to us and which a great English-language weekly has described
as "crumbs for the poor."
For this reason, in spite of our disappointment about the modesty of the proposed solutions, we also discern in this study an
encouraging aspect. In accepting the responsibility to contribute
to the study of the problems of primary products, the Fund and
the Bank have demonstrated their readiness to take them out of
the category of embarrassing and insolvable problems. While this
first step is undoubtedly praiseworthy, it is not enough to have set
the wheels in motion; they must go on. It is appropriate, therefore, to reopen the discussion of this entire question, but I must
forcefully stress that true progress cannot be expected in this field
without a real political commitment on the part of the developed
countries.
I have referred already to the question of special drawing rights.
Permit me to return to it for a few moments, by way of transition,
to affirm that our countries will participate in this system, and to
suggest that it would now be desirable to define the practical means
by which a link could be established between the new reserve units
and the expansion of aid to the developing countries. In this, we
know that we can count on the enlightened assistance of the
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Managing Director of the Fund, Mr. Pierre-Paul Schweitzer, to
whom we express our appreciation for the unremitting attention
that he has given to the problems that concern us. ...
The foregoing are the problems which I wished, on behalf of the
five member states of our Monetary Union, to present for consideration by the meeting.
Permit me to conclude with the words of a great poet: "Every
man, in his night, steers by the lamp of his own hope."
It is our hope that our institutions, as the vanguard of international cooperation, will be able to light this lamp for us. For to
us, the lamp of hope that guides us is development.

STATEMENT BY THE GOVERNOR OF THE BANK FOR ETHIOPIA
Mammo Tadesse
. . . There must surely be at least a tinge of regret when, in an
assembly such as this, we have to recognize that in 1968/69
"development" in this sense has had to yield pride of place—or
at least of publicity—in the world of international economics to
problems and activities in quite different fields. I refer, of course,
to the aftermath of the sterling devaluation, to controversies over
the gold price, to the disruptive effects of the ebb and flow of
speculative funds from one center to another, to the flight from
the franc, and the flight into the deutsche mark, and last but not
least to the devaluation of the franc itself, which have absorbed
the attention of international economists, financiers, central bankers, and statesmen, and have also claimed most of the economic
headlines during the past year.
It is not that these matters are unimportant or unworthy of the
concern they have caused, but what I would venture to suggest is
that the solutions to these monetary problems will have very little
relevance for the developing nations, or even for the real economic
problems of this world, unless at the same time they do, and can
be seen to, facilitate solutions to the problems of development.
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. . . The present rate of 7 per cent is a high rate of interest for
any developing country to pay, but it falls particularly heavily on
countries such as Ethiopia—and there are many others—which
need massive investments in the subsistence sector to provide the
basis of economic diversification and relieve them of dependence
on a single export crop. Such investments, by their nature, take
a long time to yield results. An increase in the rate of interest
consequently imposes a particularly heavy burden in such cases. . . .
In Ethiopia we find ourselves, in effect, trying to finance development programs for a population of about 19 million people
in the subsistence sector, out of the savings and taxes which can
be raised from the small monetary sector which comprises perhaps
four or five million. And the cost of investment in this subsistence
sector is, in Ethiopia's case, further augmented by the mountainous
nature of the country.
Even if the monetary sector has a high growth rate—as ours had
in the first half of this decade until the fall in coffee prices—the
very smallness of the sector prevents it from making a sufficient
contribution to solving the larger problems of the rest of the country. But when, as in our case, it is also dependent on a single
export crop—coffee—and this is subject to unpredictable price
fluctuations, the position becomes overwhelmingly difficult. . . .
STATEMENT BY THE GOVERNOR OF THE BANK FOR ALGERIA
Cherij Belkacem
The speeches made at this Annual Meeting once again show
the great interest that the members of the international financial
institutions have in the problems of development and in the need
for gradually reducing and eliminating the terrible disparities in
living standards that afflict the world today.
The unanimity expressed on this subject is cause for satisfaction
to the developing countries, which are struggling to escape from
their tragic predicament and to break the vicious spiral of their
own poverty.
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This unanimity recognizes that underdevelopment is the collective responsibility of the community of nations and, in particular, of the association of nations forming the International
Monetary Fund and the International Bank for Reconstruction and
Development, who, by the common preparation and implementation of adequate mechanisms, must solve together the international financial problems arising, on the one hand, in the monetary and balance of payments sphere and, on the other hand, in
the area of the development of the productive resources of the
member countries, particularly those less advanced.
The Bretton Woods Conference documents clearly bring out
that the financial institutions created on that occasion were truly
called upon to play a central and decisive role in the pursuit of the
purposes assigned to them; they were to be the instruments for
the solution of the members' financial problems by means of international cooperation laid down as a rule of action. . . .
The over-all target of the action taken by the community of
nations forming our international financial institutions should be
to afford the economically backward nations a rate of growth
approximately triple that of the rich nations.
But, for this, adequate financial resources are needed.
"Are the mechanisms set up in our institutions suitable for such
action, as regards both the scope of the resources required and
the conditions on which the developing countries may have access
to them?"
Before continuing, I should first like to pay tribute to the efforts
perseveringly made in the Fund and the Bank and its affiliates to
assist the underprivileged countries in overcoming their difficulties
and combating underdevelopment.
Their action has been effective, considering the means at their
disposal and the financial and other restrictions placed on their
activities. . . .
If the steps taken by the underprivileged countries to raise themselves from their underdeveloped condition provide wealth and
new resources for the industrial countries, it is only normal and
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right between partner nations that the benefits be passed on to the
countries that have created them. There is no sacrifice here for
the industrial countries; all that is entailed is taking into account
the advantages they have gained from the development activities of
the third world.
It should be said openly that financial aid, even at no cost to
the recipient, can be excellent business for the countries granting
it. Figures published before our independence showed that aid
equal to 10 yielded in favor of the colonial power:
Within a short time: additional exports 5 times the amount
of this aid;
Each year following the entry into production of the investments financed: additional exports of the order of 45 per cent
of the value of this production.
The according of grants-in-aid is at best, therefore, nothing
more than a sharing between partners of the benefits resulting
from development activities; only it is essential to reach agreement
on a division more equitable and more in accordance with the
intensity of the needs involved.
But if the aid takes the form not of grants but of loans at high
interest rates, the benefits are very inequitably distributed—the
poor countries are seriously injured and development efforts are
soon slowed down or compromised by drainage of the financial
resources; the problem of servicing the debt, which numerous poor
nations have already had to face, is but the concrete manifestation
of this state of affairs. . . .
There should be a radical overhaul of the methods and procedures, the more so in view of the fact that this seems to me in
no way to require any modification of the statutory provisions
governing our institutions.
The broad outline of a solution seems to me to lie in a macroeconomic view of the problems to be resolved and the methods to
be used for this purpose. Besides, such a view is implicit in the
fact that we are a community of states forming financial organiza-
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tions and that it is as states that we have to consider the questions raised for our consideration.
If the industrial countries receive new tax revenues and expand
savings in consequence of their exports in connection with the
investment efforts of the developing countries, borrowing at high
rates on their capital markets will never repay to the poor countries the equivalent of these benefits, of which, however, they have
been the cause. On the contrary, the more there is of such borrowing, for the purpose of lending the proceeds, at high interest rates,
to equip the developing countries, the more entrenched the anomaly I have indicated will become. . . .
I understand, too, that the authorities of the industrial countries
have their reservations about solutions that may pose new problems or make additional demands on their financial management,
shifting onto their shoulders the responsibility for finding the
necessary resources when it had been so convenient to reap the
benefits of the poorer countries' development and at the same
time leave to the onerous interplay of the capital markets the task
of mobilizing the resources whereby those efforts can come to
fruition.
But I would remind you that, pending the results of the studies
I have mentioned, there is an immediate means whereby the industrial countries, at no cost to them, can place at the disposal of
the Bank and its Group very substantial new resources, enabling
these institutions without delay to expand their lending to a considerable extent on terms compatible with the real financial possibilities of the underdeveloped countries.
This measure was the subject of my message to you last year,
and my only excuse for bringing it up again is the gravity of the
problem of development and its financing.
My message consisted of a proposal, based on the anticipated
issue of special drawing rights by the Fund, which, without at all
modifying the mechanisms for activating those rights, multiplied
their useful effect.
We now know that the total special drawing rights will amount to
$9,500 million in the next three years.
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I did not, of course, request last year that these special drawing
rights should be used for development financing, since it might
then be alleged that they had been diverted from their purpose.
But the proposal I made, which I reiterate, is that the national
currency counterpart of the allocation of special drawing rights
be placed by the receiving countries at the disposal of the Bank
and IDA, instead of returning to their national treasuries. These
institutions would thus have some $9,500 million in additional
resources at very low cost.
This solution, which accords perfectly with the Fund's statutory
provisions on the instruments of international liquidity, calls for
no sacrifice on the part of the industrial countries. It affects only
their access to their share in the special drawing rights. Furthermore, since the equivalents in their national currency would in
principle be utilizable only with their agreement, to finance purchases of goods and services from them, they would automatically
receive the equivalent value in additional economic activity which,
I think I have demonstrateed briefly but clearly today, exerts a
vigorous expansion effect and, in the view of one Minister of
Finance, engenders additional tax receipts and new savings.
These considerations seem to me to be decisive and to override
objections that the industrial countries would be able to make
to my proposal.
Algeria, since reconquering its independence, has demonstrated
a particular fondness for international cooperation; it is convinced
that the world's problems can be solved by this means.
This is the spirit in which I have addressed you again today and
in which I have submitted proposals whereby the international
financial institutions may be further improved as instruments of
that cooperation.
I hope, though without too much confidence, that the rich and
powerful countries will understand that international cooperation
is not designed solely for the promotion of their own interests and
preferences, and that it must serve the interests of the community
of nations.
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STATEMENT BY THE GOVERNOR OF THE BANK
FOR PARAGUAY
Cesar Romeo Acosta
. . . Paraguay has continued to apply a monetary and exchange
policy effectively within a framework of stability compatible with
the growth of the economy. The favorable effects of this policy
are reflected in the very limited domestic price changes.
Exchange devaluations and restrictions on payments and transfers have had no part in our monetary policy. The movement of
capital continues without restriction for the purpose of facilitating
foreign private investment and invigorating economic development.
Finally, it should be pointed out that Paraguay is continuing
the process of economic expansion achieved in earlier years as a
result of the application of economic policies directed toward integral development targets. . . .
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FUND SESSION1
STATEMENT BY THE GOVERNOR OF THE FUND
FOR AUSTRIA
Wolfgang Schmitz
Since our meeting of last year, we have gone through a period
which has been and still is full of critical situations, not quite
envisaged by the founding fathers at Bretton Woods 25 years ago.
All these events appear to me to be often confirmed signs that the
adjustment process does not function quite satisfactorily; our international monetary system certainly seems to be in need of some
improvement.
It is a really unique situation that, during this Fund Meeting,
the delegates instead of greeting each other with "Good Morning!"
exchange the most recent information on the premium on the
deutsche mark just reported from the markets in Europe.
One major step forward has almost been completed: the Proposed Amendment of the Articles of Agreement has become law,
and the necessary majority of Fund member countries have declared their willingness to participate in the Special Drawing Account. I am quite aware that we here are witnesses to a turning
point in monetary history, namely, the deliberate creation of a
new type of reserve media geared to the probable need of the
international monetary community as determined by common sense
and consent. It is to be fervently hoped that the inclusion of SDK's
in the resources of international liquidity will contribute to the
effectiveness of the adjustment process.
However, the discussions about possible improvements in the
international monetary system dealt not only with liquidity but
i October 2, 1969.
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with other topics as well. May I recall that a year ago I, among
others, mentioned the necessity for a greater flexibility in our
exchange rate system. On that occasion, I proposed that the Fund
should study this problem. The Fund staff and the Executive Directors have, in the meantime, indeed, thoroughly examined this question, and it is my opinion that their studies and discussions have
contributed essentially to clarifying the views on the subject and on
its intricate connections with related problems.
These studies were finally reflected in the Annual Report, which
displays the customary high standard of the Fund staff, and which
was presented by the Managing Director in his lucid speech on
Monday. The chapters dealing with the insufficient working of the
mechanism of exchange rate adjustment gives a clear analysis of
the main problem of our present monetary system. It discloses not
only the open-mindedness of the Fund as to new ideas, but also the
readiness of that organization to tackle the tasks in front of us.
I entirely agree with the proposal of Mr. Schweitzer and of the
Executive Directors to continue their study to investigate further
whether a limited increase in flexibility of exchange rate variation
would be desirable and attainable with the necessary safeguards,
and by what means any such increased flexibility might be achieved,
including even limited changes in the present mechanism of exchange rate variation.
I am grateful to the Managing Director for having invited the
Governors to express their views on this topic this week. Following
his invitation, I should like to make a few remarks. In our search
for ways and means to attain a greater degree of flexibility," we
find ourselves confronted with a number of new problems that
should be subjected to further investigation. Let me enumerate
some of them: Should greater flexibility be limited to those countries that are in need of it? Perhaps we could reduce the uncertainties consequent upon a general move to greater flexibility, which
cause apprehension in some quarters, by subjecting to such a system only those countries which hold the opinion that more flexible
exchange rates would assist them in adjusting their economies.
Secondly, there is the question of the intervention by monetary
authorities in the exchange market. Should they be allowed to
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intervene or not? In my opinion, the full degree of freedom to
intervene within the permissible margins should be maintained as
at present. For instance, the markets of small countries are usually
narrow and can easily be disrupted by single large transactions.
One of the outstanding features of the present system is that it not
only inflicts upon member countries the obligation to intervene as
soon as the exchange rate has reached the intervention point, but
that it also allows action within the margin, at the discretion of the
monetary authorities.
Thirdly, what, really, are the chances that action will be taken
more frequently, as envisaged by the present language of the Articles of Agreement? We probably could spare ourselves the trouble
of searching for new instruments, if it were feasible to gain greater
flexibility by making more frequent use of the facilities already
available to us under the present system. As experience has shown,
however, such a practice involves the need to overcome obstacles
of a political, economic, psychological, traditional, and other nature, and these factors have proved—at least in the past—to be
of such importance that I doubt whether it would be possible to
achieve this goal by tacit agreement on a mere reinterpretation of
the pertinent provisions in the Articles of Agreement. I do fear
that, without more forceful measures, such as textual changes, the
result would not be satisfactory.
In the discussion on the optimum technique to be followed in
order to achieve better flexibility, a variety of instruments has so
far been considered. Nevertheless, at the present stage it would
appear rather premature to prefer one device over another. In the
light of the discussion thus far, it would seem difficult to recommend the use of a particular instrument in a given situation, as
the motives calling for smoother adaptation are manifold, and it
might be difficult to find any one device appropriate in all situations. I therefore think the Executive Directors also should be invited to ascertain whether it would not be wise to leave the choice
of the appropriate instrument to the discretion of the Fund, in close
consultation with the countries concerned. Such procedures may
also strengthen the position of the Fund. Regardless of the method
ultimately chosen, I think that the Fund should play the leading
part in the decision making. I should like to remind you that the
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merit of Bretton Woods is not only the achievement of having
established a system of fixed par values but, above all, the fact
that it was successful in setting up an international organization to
take care of the interests of the world's monetary community. Our
most serious endeavors should be devoted to the aim not only of
maintaining this authority but of strengthening and enlarging it.
Finally, may I be permitted to say a few words on the forthcoming increase of quotas. I share, of course, the opinion that quotas
should be raised in the near future to enlarge the conditional liquidity of the Fund, in order to keep pace with the growth of the world
economy in past years. As far as my own country is concerned, I
think that Austria should also obtain a reasonable share of the
amount provided for selective quota increases. In this context,
account should be taken of the rapid progress Austria has been
able to achieve during the last few years in the growth of her
economy, her stable and strong currency, and her considerable
position as a creditor country vis-a-vis the Fund. It should also be
noted that Austria has always been ready to cooperate fully with
the Fund in all international monetary matters.
STATEMENT BY THE GOVERNOR OF THE FUND FOR CHINA
Kuo-Hwa Yu
Mr. Chairman, I wish to associate myself with other Governors
in expressing my admiration for your able chairmanship in conducting this memorable Annual Meeting. In the history of the
Fund, 1969 will long be remembered as a year of intensive accomplishments. This is the year in which we have adopted an important
and far-reaching amendment of the Fund Articles of Agreement
and effected significant changes in the Fund Rules and Regulations.
This is the year in which the new facility based on special drawing
rights has come into being. Also, this year the Fund celebrates its
twenty-fifth anniversary. For a quarter of a century, the Fund has
played an increasingly important role in helping to maintain a
relatively stable payments system, during a period of dramatic
social change and rapid economic expansion. On behalf of my
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delegation, I wish to congratulate Mr. Schweitzer and Mr. Southard
and their staff, as well as the Executive Directors, for their hard
work and solid contributions.
Much has been said and written on the special drawing rights,
and I do not believe I should take the time of this meeting to
reiterate what has already been recorded or gone into print. Now
that the special drawing rights are on the threshold of becoming
operative, however, I would like to make two observations, as a
matter of emphasis.
In the minds of people in the developing countries, there has
been some lingering doubt as to how much benefit they can derive
from the institution of the new facility. Most developing countries
are small countries with none-too-large quotas and none-too-large
gold and foreign exchange reserves. Since the allocation of special
drawing rights will generally be in proportion to quotas and the
designation will generally be in proportion to reserves, most developing countries will receive only small allotments of special drawing
rights and, at the same time, will assume only small obligations
under designation. Most developing countries, therefore, are apt to
get the impression that their interest in the special drawing rights
is minimal. May I ask the indulgence of my fellow Governors to
submit that this impression is not quite correct, and that the developing countries have perhaps as much at stake as the developed
countries in the institution of the special drawing rights.
During the last two years, we have witnessed the devaluation of
two key currencies, the effects of which reverberated throughout
the financial fabric of the world. Countries with key currencies
constitute by far the largest markets for products, and, whether we
like it or not, most developing countries have more trade with the
developed countries than among themselves. The stability of key
currencies is thus essential to the maintenance of orderly world
trade for all countries, developed and developing. If the institution
of the SDK's helps in making more liquidity available to world
trade as a whole, which we feel sure it would, and if it helps the
key currency countries refrain from resorting to measures destructive to world trade in a time of temporary balance of payments
deficits, which we hope it would, it would seem logical to conclude
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that the creation of the new facility will prove to be beneficial to
developing and developed countries alike.
Recently, there has been some criticism of the SDK's among
professional economists, to the effect that the operation of the
SDK's may postpone the exchange and other economic adjustments
necessary to cope with balance of payments deficits, and, in this
sense, it may even prove harmful in the long run. The answer to
that, of course, is that the use of the SDK's does not obviate the
necessity for internal economic discipline, when and where such
economic discipline is needed. The SDK's may facilitate economic
adjustments and may allow enough time for such adjustments to
take effect; but obviously the scheme cannot take the place of
needed internal economic adjustments.
The novelty of the SDK's tends to overshadow other accomplishments of the Fund. The Annual Report has recorded a year of
unusual international financial stress and strain, and, through its
operation of the general drawing rights and its counsel to, and participation in, other international financial arrangements, the Fund
has undoubtedly played an important role in reducing the severity
of world financial tension.
Among the innovations introduced by the Fund, we wish to mention specially the decision of the Executive Directors, in pursuance
of a Resolution adopted by the Board of Governors last year, to extend assistance to members in financing international buffer stocks
of primary products. In addition to compensatory financing, which
has increased in volume substantially in 1967 and 1968 but
whose total amount is still relatively small, the Fund stands ready
to assist members in financing international buffer stocks and to
waive the limit on purchases that raise the Fund's holdings above
200 per cent of quota, where appropriate.
The buffer stock approach and the compensatory financing approach toward stabilization, of course, are both intended to deal
with short-term instability in the economy of primary producing
countries brought about by factors beyond their control. Buffer
stock deals with specific commodities and compensatory financing
deals with export fluctuations in general; the two approaches, therefore, are complementary. Both fulfill a definite need. Export flue-
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tuations, however, may not be caused by primary products alone,
and the major technical advantage in compensatory financing lies
in that it can be used with respect to the proceeds of all exports—
agricultural, mineral, and industrial. As diversification is generally
recognized as a desirable economic objective of developing countries, we agree with the Fund staff paper that compensatory financing will, for the foreseeable future, have to continue to play a major
part in the financing of fluctuations in export earnings.
As the Fund staff paper well pointed out: "Insofar as the Fund's
liquidity has been under a certain strain in recent years, Fund operations under the compensatory financing facility and, more generally, Fund operations with the primary producing countries have
not been responsible to any major extent. Outstanding drawings
of the less developed countries fluctuate little and show only a
slowly rising trend in amount." Extension of the interpretation and
scope of compensatory financing will tend to increase the service
that the Fund may render to developing countries. We submit that
further liberalization in terms of that facility will prove of great
benefit, to both the Fund and the developing countries alike.
Before concluding my remarks, I must take this opportunity to
express, on behalf of my delegation, our thanks to the host country
for its genuine and sincere hospitality, which makes our visit very
pleasant indeed. Personally, I always feel happy to revisit this
beautiful capital city on the occasion of the Fund-Bank Annual
Meetings, to renew old friendships, and to make new ones.

STATEMENT BY THE GOVERNOR OF THE FUND AND BANK
FOR SOUTH AFRICA
Nicolaas Diederichs
It gives me great pleasure to join in the welcome extended to the
new members of our institutions, and especially to the representatives of our neighbor, Swaziland, who are taking part in these meetings for the first time.
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Special Drawing Rights
As Mr. Schweitzer and several Governors have indicated, the
prospect of the implementation of the special drawing rights scheme
in the near future makes this Annual Meeting an historic occasion.
Our appreciation is due to all those who have labored so long and
so hard in preparing the ground for this scheme, and particularly to
the Executive Board and staff of the Fund.
South Africa has followed developments in this field closely and
has itself recently become a participant in the Special Drawing
Account. I would be less than frank, however, if I claimed to
have any great enthusiasm for the SDR scheme at this time. I do
not. This is partly because, for reasons which I do not intend to
repeat here today, I am more than ever convinced that an increase
in the official price of gold would, on balance, be preferable to an
activation of special drawing rights, especially since it would combine an increase in liquidity with the preservation of international
monetary discipline. But, even leaving the gold issue entirely aside,
I cannot bring myself to share the view held in some quarters that
the proposed activation of SDK's will constitute the key to the solution of the world's present monetary problems. As many authorities have acknowledged, SDK's do not provide an instant and total
solution even to the problem of liquidity. At best, given certain
basic assumptions to which I shall refer again, SDK's may play a
supporting role in improving the operation of the international
monetary system. Also, they do very little to help the developing
countries in their balance of payments problems.
Adjustment Process
I hold these views on SDK's largely because, in analyzing the
causes of the present difficulties in the international monetary field,
I would join those who attach particular importance to the inefficient working of the balance of payments adjustment process during recent years. This deficiency, in turn, must, in my view, largely
be attributed to two factors. In the first place, deficit countries
have not acted early enough and with sufficient determination to
curb excess demand and inflation in their economies by means of
monetary, fiscal, and other measures. Secondly, where fundamental

©International Monetary Fund. Not for Redistribution

118

SUMMARY PROCEEDINGS, 1969

balance of payments disequilibrium has arisen, exchange rates have
not always been adjusted at the right time and to the right extent.
These conclusions are not new, but now that there is a proposal
for an early activation of special drawing rights, I believe that new
emphasis should be placed upon these basic truths.
It will be recalled that the Articles of Agreement lay down special preconditions for the first activation, in particular, the attainment of a better balance of payments equilibrium, and the likelihood of a better working of the adjustment process in the future.
I think it was wise to lay down these preconditions for the introduction of a novel and untried element of international liquidity, and I
must confess to some doubt as to whether these conditions have
been fulfilled. Be that as it may, the very least that we, as Governors of the Fund, should do at this particular moment in time is
to stress that the international monetary problems of recent years
can only be overcome if the adjustment process functions better in
the future than it has done in the recent past. Nations will have to
apply fiscal and monetary policies with more alacrity, determination, and coordination, and at the same time see to it that the effectiveness of these measures is not blunted by excessively protectionist policies, monopolistic practices, etc. And exchange rates will
have to be realistic. No one should get the impression that the International Monetary Fund considers activation of special drawing
rights in any sense a substitute for either better internal stabilization
measures or an appropriate alignment of exchange rates.
The Fund has always had the reputation that it stood for such
virtues as sound stabilization policies and financial discipline, and
it derived its great authority in the world of finance from this reputation. Nothing could do more to damage this reputation and this
authority than the misuse of the SDR scheme in order to avoid or
postpone necessary adjustments of policy. In this respect a great
responsibility rests upon the main deficit countries and particularly
the two main reserve currency countries.
More Flexible Exchange Rates?
Similar considerations spring to mind in respect of the many proposals made during the past year for a more flexible exchange rate
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system than the present Bretton Woods system of stable parities. I
have already expressed support for the view that exchange rates
should be properly aligned, that in cases of fundamental disequilibrium they should be adjusted without undue delay and to the right
extent. Open and orderly devaluations are clearly preferable to
excessive reliance on direct trade and payments restrictions, which,
in effect, are tantamount to disguised, disorderly, and discriminatory devaluations. And, although the Bretton Woods system makes
specific provision for changes in par values where justified, I recognize that proper use has not always been made of this provision in
recent years. It is possible that a small widening of exchange margins or other changes in the system to make exchange rates more
flexible might help to improve the working of the adjustment process. On the other hand, serious practical objections can be raised
against these proposed changes. I am, however, prepared to support the suggestion that the Fund should undertake further study of
these possible reforms.
But even if the objections to which I have referred can be overcome, we should not delude either ourselves or the outside world
that any of these changes would provide an "easy" solution to the
problem of the adjustment process, in the sense that they would
somehow make it unnecessary for nations to keep their own houses
in order. Exchange rate changes by themselves can never be a
substitute for monetary and fiscal measures to regulate demand.
Indeed, in the inflationary world in which we live, the adoption of
a more flexible system of exchange rates could easily intensify inflationary tendencies if adequate demand management policies were
not simultaneously applied. Some of the best known proponents of
more flexible exchange rates realize and stress this all the time, but
I see a real danger that the misleading impression might be created
that a new, more flexible system of exchange rates would somehow
provide a relatively painless cure, and therefore increased freedom,
for inflationary overspending.
It is important that we should not convey the wrong impression,
even inadvertently. Our message should be that, whatever decision
is taken regarding an early activation of SDK's, and whatever merit
may ultimately be found in a more flexible exchange rate system,
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such changes would not, by themselves, provide the solution to the
present international monetary problems. It would be a pity if this
meeting were to go down in history only as the occasion on which
the first activation of SDR's and the further study of the exchange
rate system were considered. It would surely be better if it were
also remembered as the meeting which underlined the paramount
importance, with or without more liquidity and under any system
of exchange rates, of effective internal stabilization policies.
Quotas
Now a word about quotas. I believe a good case can be made
out for an increase in this well-tried form of conditional liquidity.
The gold subscriptions associated with such an increase would,
furthermore, help not only to augment but also to strengthen qualitatively the liquidity of the Fund itself. I think it would be appropriate to bring about this increase in such a way that relative quotas
reflect more accurately the present relative importance of member
countries in the international financial sphere. Increases based exclusively or even principally on the relative positions of member
countries 25 years ago would surely not reflect a realistic approach.
Gold, SDR's, and the Two-Tier System
I turn now to the subject of gold and its place in the present
structure of international finance. The founding fathers at Bretton
Woods recognized realistically the fundamental role of gold in the
world monetary system, and they wrote that principle into the Articles of Agreement. I believe that that principle is even more important today. The coming of SDR's does not mean that gold is
being "phased out." On the contrary, as the largest single element
and strongest component of world liquidity, gold's importance becomes even greater. SDR's need gold to endow the system of which
they will form a part with the confidence essential to their success.
It would therefore be a mistake to think of SDR's as a substitute
for gold. They are essentially a device to supplement international
liquidity, and as the Managing Director said at last year's Annual
Meeting, "it is important at this stage to do nothing to undermine,
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and to do whatever is possible to strengthen, the traditional reserve
components."
It is for this reason that we attach importance to the principle
that there should at all times be a possibility of a flow of gold into
monetary reserves, and I am glad to note that Mr. Schweitzer, in
his address to us on Monday, implied the continuance of such
a flow.
We also attach importance to the principle that monetary authorities should be able to acquire monetary reserves in the form they
choose; this seems to me to be an attribute of national sovereignty
which national authorities should be slow to surrender.
The problem of what the Governor for Japan has called the
"maintenance of a happy coexistence of gold with other kinds of
liquidity" has still not been completely resolved. I am hopeful that,
with cooperation and good will, a solution can be found, and South
Africa is certainly ready to make its contribution to such a solution.
The past year and a half has taught us a great deal about gold
and the working of the international monetary system. When the
institution of the two-tier gold system in March 1968 was later
interpreted by some as an attempt to demonetize gold, many governments and central banks rightly reacted strongly against this
interpretation. This culminated in a series of statements by Governors at last year's Annual Meeting, which left no doubt that
crucial importance was still attached to gold. Subsequent events
continued to provide evidence of the confidence placed in gold by
monetary authorities and others. The reluctance of monetary authorities to deplete their gold holdings, and indeed their eagerness
to augment them, give eloquent testimony to this confidence. In
that respect, it could be said that the working of Gresham's law is
already in evidence.
This period has naturally brought problems for South Africa in
the marketing of its gold. I believe that we have been able to overcome these problems while continuing to act responsibly and with
the fullest regard for international monetary stability. Basically, we
have been able to do this because the world continues to recognize
the pivotal role of gold in the international monetary system.
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STATEMENT BY THE GOVERNOR OF THE FUND AND BANK
FOR LUXEMBOURG
Pierre Werner
Since 1945, the world has lived, as far as monetary strategy is
concerned, under the Peace of Bretton Woods. This means that the
rules set up in the Articles of Agreement of the IMF, especially
concerning the fixity of parities and the compulsory international
consultations on changes of par values, have proved to be of great
efficacy and scope. This period coincides with an extraordinary
growth of international trade, and there is no doubt that there is a
cause-effect relation between these two phenomena.
It is true that this era of quiet fronts has been troubled from time
to time by incidents, e.g., in 1949 with the devaluation of the pound
and other currencies, but the settlement of these perturbances was
prompt and short. It is also true that since the beginning there
were controversial views and doctrines on the international payments system, or partial aspects of it, such as the price of gold.
Nevertheless, up to 1960, these remained academic and stimulated
more mental than financial speculation.
Let us not forget this outstanding achievement of the monetary
system throughout two decades, even if, for obvious reasons, a new
thinking has to be devoted to some aspects of its philosophy. In
the interest of world trade, we could not afford an arbitrarily floating monetary system. Especially we should avoid being dragged
into a competitive currency war by which we would fall back to a
restrictive pattern of trade.
Oddly enough, it was the full convertibility of the major currencies achieved in 1958, which after some time shed a stronger light
not only on weaknesses in the general payments system but also in
the financial policy of a number of countries. It became clear that
full convertibility, together with fixed parities, involves the need of
an efficient and reliable adjustment process to correct imbalances
which appear in the course of time. This adjustment involves political action and determination which may be lacking.
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Consequently, we have been witnessing, for a little more than
five years, growing concern regarding the adequacy of current policy in monetary matters along two lines: (1) consequences of the
disequilibrium in the balance of payments of the major reserve
countries; (2) speculation on and proposals for an international
monetary reform. Both, of course, go together.
Since our last meeting, the world and, especially, Western Europe have experienced much unrest and nervous strain in connection with monetary speculation. This development has culminated
in the events of the last few days in connection with the deutsche
mark, which give our discussions on monetary reform a very practical aspect, but without allowing for definite conclusions on some
fundamental issues, e.g., the acceptable limits of exchange rate
flexibility. We shall learn more about it in the next days.
We are faced this year with very important Resolutions, especially one concerning the activation of special drawing rights.
There is still much disagreement between economists as to the
need and volume of additional reserve liquidities. The fear of adding to world inflationary tendencies has not completely to be
ignored and commands great caution.
I am satisfied with the approach given to the Managing Director's proposal, which is before us. The creation of reserves should
not be considered as a creation of purchase power ex nihilo. The
economic reality behind the currency veil, especially the expanding
world trade, has to be considered. This means that the allocation
of special drawing rights should follow, mutatis mutandis, the
guidelines and discipline which have been set also for credit expansion in our national economies. The drawing rights are still, and
will remain for a long time, a superstructure on existing reserve
means. Gold, in my opinion, cannot quickly be dismissed as a
fundamental reserve asset and remains, above all, an anchor of
stability and a value of reference. Nor will the use of some national
currencies as reserve assets be completely dismissed insofar as the
economic potential of those countries and the demand for their currencies for payments in the world market endow them with a special role, which, however, is not immutable.

©International Monetary Fund. Not for Redistribution

124

SUMMARY PROCEEDINGS, 1969

The SDK's cannot only act as a lubricant in a soundly developing
international trade, but they might indirectly contribute to an improvement in the acutely shrinking capital markets.
It is essential that the amount of SDK's should be fixed with
very great caution, in order to leave the opportunity for gaining
valuable experience in the handling of them without excessive risk.
I consider the decisions to be taken on SDK's as being of great
historical importance. They open a new field of development and
experience, under which man's ingenuity can exert its capabilities.
I should like to make a few remarks on the current discussions
on means of improving the international payments system by adopting a higher degree of exchange rate flexibility. This thinking
touches the basic philosophy of the Fund's Articles of Agreement.
I understand that the Executive Directors have not, at this stage,
reached conclusions as to whether the system could be improved
by certain changes in the direction of greater flexibility in the
adjustment of exchange rates and of par values.
I quite agree that this study should be continued in the light
of the present needs. A fluctuating change can be useful in special
cases within moderate limits and on a temporary basis. But a
larger, or even universal, rule of this kind might totally upset the
whole monetary system as well as international trade relations.
May I, therefore, add a few points of concern about the outcome and suggest that they be examined.
1. The flexibility of par values and even a crawling peg system
are not an alternative to the internal adjustment process. The
insensitive gliding of parities could even prevent countries from
making the necessary fundamental adjustments needed in their
economies, because it takes off much of the psychological shock
of devaluation.
2. We should not forget the needs of the international capital
markets. Developments in recent years, and especially the growing Euro-currency capital market, show clearly that monetary
stability is a decisive factor in the international flow, not of hot
money, but of real capital for long-term investment needs.
Besides, the rates of interest will tend to rise under conditions of
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uncertainty in the appreciation of the nominal value of bonds and
securities. The capital markets engage only in assured standards
of value.
3. There is a third aspect which is worthwhile considering, i.e.,
the relations within monetary blocs and economic unions.
I cite in this connection the well-known report published in
1963 by the Brookings Institution on the balance of payments of
the United States for 1968. While advocating at that time a modifled flexible exchange rate system as an alternative to monetary
reform, the authors of the report expected it to be used only
between blocs, particularly in the relations between a dollarsterling bloc and an EEC bloc, with relatively fixed rates within
each bloc.
As a matter of fact, the normal evolution in, for example, the
European economic union should be moving toward fixed rather
than fluctuating exchange rates. Fixed rates, on the other hand,
suppose a deliberate integration of monetary policies, of which the
members of the Community are becoming aware as a result of
the problems raised by their agricultural policy. The progress
which has to be made in the forthcoming years in the EEC on
monetary integration will largely influence the whole international
payments system, and—this is a hope and a goal—contribute to
a greater stability in the whole world.
Concluding my remarks, I should like to congratulate the
Managing Director and the staff on the vitality shown by the
Fund during this year and their endeavor to shed more light on
the necessarily intricate and mysterious facts of monetary theory
and practice.

STATEMENT BY THE GOVERNOR OF THE FUND AND BANK
FOR CHILE
Carlos Massad
I have the honor to speak on behalf of Argentina, Bolivia,
Brazil, Colombia, Costa Rica, the Dominican Republic, Ecuador,
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El Salvador, Guatemala, Haiti, Honduras, Mexico, Nicaragua,
Panama, Paraguay, Peru, the Philippines, Uruguay, Venezuela,
and Chile.
At this Annual Meeting, held in the twenty-fifth anniversary
year of the establishment of the Bretton Woods institutions, we
wish to express our satisfaction at the entry into effect of the
amendments to the Fund's Articles of Agreement, establishing the
special drawing rights as a new reserve unit and thereby creating
a mechanism for the adoption of more rational decisions in the
matter of international liquidity. This represents the culmination
of a long process of discussion, characterized by the acceptance
of our insistence that the views be heard of both the industrialized
and the developing countries. During the course of these discussions, certain industrialized countries indicated that it would be
for them to create the new liquidity, for distribution among themselves. Latin America and the Philippines rejected the idea of
any form of discrimination, and we can now confirm that both the
nature of the new liquidity and the procedures laid down for its
distribution are basically in line with those positions.
The decision to activate the mechanism with effect from January 1, 1970 should help to brighten the future for the developing
countries, which, because of insufficient international liquidity,
have recently had to put up with trade restrictions and with the
twin disadvantages of scarcity and high cost of capital to finance
their development. It was a group of industrialized countries that
originally decided on the amount and distribution over time of
the new liquidity, and its scarcity can henceforth no longer be an
argument for limiting transfers of real resources to the developing
countries and for imposing trade restrictions. At the same time,
we regret that the first period has been cut to three years instead
of the five years provided for in the Amendment; we trust, however, that long before the end of this first period the Managing
Director of the Fund will formulate a new proposal for the next
period.
Latin America and the Philippines have followed with close
interest the progress of the studies on primary products carried
out by the Executive Directors and experts of the Fund and the
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World Bank over the past few years. We greatly appreciate the
Fund's concern over this matter, and, particularly, the decision
of its Executive Directors to extend Fund financing to international buffer stocks. We endorse the principle that drawings
against this financing be completely separate from the drawings
members make in exercise of their normal rights. We are aware
that the decision adopted, like any decision of this kind, represents
merely a palliative form of solution to a problem of a very generalized and deep-rooted nature. Moreover, we cannot disguise the
fact that its effectiveness is limited by the manner of application
of the principle that utilization of Fund resources is a temporary
measure. The terms of payment of the credits to finance buffer
stocks could be expanded, as could compensatory financing, and
the possibility should also be studied of extending the latter to
cover a decline in income other than that from tangible exports.
Our recognition of the positive steps taken must not prevent us
from stressing also some of the problems that beset the international monetary system and, within the system, those that affect
the conditions under which the relationships between the industrialized and the developing nations are at present evolving.
First of all, we must reiterate our concern about the orientation
of the changes made to the Articles of the Fund with respect to
operations on its General Account. Many of these are of a technical nature, or else serve to ratify policies hallowed by long use.
We hope, however, that the Fund authorities will not only keep
to the intention they expressed when proposing these changes,
namely, that the Fund's rules and practices will not become more
restrictive, but that they will also continue the progress made over
the past few years toward greater liberalization and flexibility,
and the elimination of practices discriminating against the developing countries.
In this connection, positive steps have also been taken recently
in the form of stand-by arrangements with industrialized countries.
We particularly endorse the generalization of the use of procedures
such as the addition of safety margins to the quantitative ceilings
for defining financial policy, or the fixing of such ceilings in sufficiently large amounts within a cohesive program. In order properly
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to determine these limits it is essential that the Fund intensify its
studies designed to improve understanding of the principal financial
variables and of their effect on prices, balance of payments, employment, and economic growth in each country. Our countries
have no time to lose in their task of accelerating development and
achieving and maintaining a stable economy. A great deal of
progress remains to be made in strengthening our knowledge if
the instruments of economic action designed to achieve these
objectives are to be fully effective.
We have repeatedly called attention to two important aspects
of the adjustment process. As matters now stand, international
discipline is not imposed with equal severity on debtor and creditor
countries. Those clauses of the Fund's Articles that provide for
a currency to be declared scarce are too strict to have any practical application. Moreover, the balance of payments adjustment
measures adopted by the industrialized countries when they get
into deficit should be such that they do not jeopardize the sale
on their markets of the export products of the developing countries,
and do not impede or reduce the flow of funds or the movement
of capital to those countries. None of these things has happened
recently; in fact, restrictions and the discriminatory preferences
have been maintained and strengthened and capital for development financing has become less readily available and more costly.
During the past two years, the par values of key currencies in
international trade have been adjusted, and talks have been started
concerning the best methods of handling such adjustments in the
future. We think that a greater degree of cooperation between the
more highly developed creditor and debtor countries in applying
suitable internal policies will correspondingly alleviate the pressure on their parities. Nevertheless, the way in which the concept
of "fundamental disequilibrium" has implicitly been applied has
contributed to the establishment of trade restrictions and, on
occasion, to exaggerated recourse to monetary policy. We believe
that this matter should be given careful attention by the multilateral
agencies, particular stress being placed on the need for greater
international cooperation and due account being taken of the
special characteristics of, and differences between, the various
countries and groups of countries.
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While recognizing the advantages of fluid financing of the international payments system for the trade and development of all the
economic regions of the world, we have to admit that this is only
one of the factors that affect world trade and the developing
countries in particular. The structure of trade, the direction of
its flows, and the distribution of its benefits among the participants
are, in our opinion, basic elements that far outstrip the purely
monetary question. In order to solve these problems, the more
advanced countries must abolish or reduce restrictions and dumping practices, and must facilitate access to their markets, on a
nonreciprocal basis, by the manufactures and semimanufactures
of all the developing countries.
In view of the prospective first distribution of special drawing
rights, which are assets received on a nonrepayment basis, it is
timely to recall once again the need to increase contributions, on
concessionary terms, to the international financing agencies. Voices
have been raised in certain countries, and in agencies such as
UNCTAD and CECLA,2 in favor of the idea of linking the creation of new liquidity, directly or indirectly, with the transfer of
real resources for development. We support this idea, inasmuch
as it implies an increase in untied loans and transfers and a longerterm decision as to their amounts. The world is today much
farther away than it was eight years ago from the goal of flows of
funds and foreign capital totaling 1 per cent of gross national
product of the industrialized countries.
The Executive Board of the Fund is now studying the general
review of quotas in the Fund. World trade has almost doubled
since 1961, while quotas in the Fund have experienced only a
general increase of 25 per cent. It is therefore imperative that the
quotas be adjusted to take account of the need for a larger volume
of financing of operations. Furthermore, this review, based on
events in the world between 1962 and 1967, will not be effective
before 1971, by which time world trade will certainly have expanded greatly.
The increase must be effected on the basis of a nondiscriminatory system, and must in no way tend to diminish the over-all
2

Comision Economica Coordinadora Latinoamericana.
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importance of the developing countries in the Fund, taking into
account also the desirable selective adjustments. The Fund should
also institute an early study and review of the factors taken into
account in determining the quotas in the Bretton Woods formula,
and of the relative importance of each, so that the conditional
liquidity needs of the developing countries can be adequately
reflected in them and be satisfactorily met.
The importance of the quota increase stems from the fact that
the monetary system requires, in addition to the external assets
that constitute unconditional liquidity, adequate credit facilities for
dealing with balance of payments problems of individual countries.
The industrial countries, and a few developing countries with
substantial reserves, have established among themselves a network
of arrangements by the use of swap and other operations directed
at providing them with the necessary credit when they have individual difficulties in respect of external payments. On the other
hand, for the developing nations that do not participate in these
networks of financial arrangements and that do not have sufficient
reserves to do so, the principal method of solving their individual
problems is to use the drawing facilities they have in the International Monetary Fund, and these drawing facilities are limited
by the amount of the quotas.
In recent years, the question of decision making on problems
arising in the international monetary system and its operation has
come to the fore, as has the question of desirable reforms in that
system. The question had already cropped up before the Annual
Meeting in 1966, when a solution was found in continuing studies
and seeking formulas for coping with this problem at joint meetings
of the Executive Board of the Fund and representatives of the
Group of Ten. The solutions arrived at up to this time, and the
way in which basic issues in regard to international liquidity or
the operation of the international monetary system have been
resolved in many cases, tend to create doubts concerning the
efficacy of the organization that was established by the member
countries for that purpose. If the International Monetary Fund
was created to be, among other things, a forum for consultation
and decision making on these matters and all member countries
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are represented in it, it is naturally the institution that should
make the important decisions on subjects appropriate to it. Latin
America and the Philippines, inspired by the need for maintaining
and strengthening the principle of international cooperation, appeal
to the Group of Ten countries with the request that the multilateral
organization not be deprived of its full authority and that participation in it of all its members be actual fact.
Latin America has been engaged in a process of economic integration that is vital for its development. The countries of the
Central American isthmus have already made great progress in
that direction, and the countries of the Latin American Free Trade
Association, although with a slower procedure, are trying to follow
the same path. Recently, the countries of the Andean Group of
LAFTA have set themselves more ambitious integration goals.
In the financial sphere, the Central American Clearing House
has been operating with much success since 1961, most payments
made in the area being channeled through it. The LAFTA countries have established a system of payments by means of reciprocal
credits that are granted bilaterally between central banks and that
are cleared periodically through a multilateral clearinghouse.
It is an honor for me to report to this Board of Governors two
recent additional steps made in this field, modest at the beginning,
but with great prospects for the future. The five Central American
countries have agreed to create a Monetary Stabilization Fund for
reciprocal support of their balances of payments so as to maintain
exchange systems that are stable and substantially free. For their
part, the LAFTA countries and the Dominican Republic have
signed in Santo Domingo an agreement for establishing a system
of aid for central banks that have temporary liquidity shortages
owing to the process of integration.
These arrangements, which reaffirm the self-help proposition,
also contemplate a system of consultation that will contribute to
an increasing harmonization of financial policies with a view
to integration.
But the resources that the countries themselves can mobilize
are insufficient to solve this and other problems raised by integration and development. Therefore, we believe that the Inter-
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national Monetary Fund should give even more decided aid to
the efforts Latin America is making in these fields. The first
allocation of special drawing rights provides a good opportunity
for this. Specifically, the definition of "other holders" and of the
conditions on which both these and participants may use the
special drawing rights can help the Latin American countries to
step up the reciprocal aid that they have already agreed to provide.
The problems that the international community faces today in
the financial field, and in many others, call more than ever for
strengthening of the multilateral mechanisms in which all the
members are participants. They constitute a challenge to the
intelligence and the imagination of many of them, rather than of
just a few. They call for recognition of the interdependence of
nations and, therefore, of the need for collaboration among them,
and for a clear understanding that the gap cannot continue to
widen between the living standards of the more developed and
the developing nations. The Latin American countries and the
Philippines trust that the multilateral agency which is the center of
the financial system will have the support of all its members in
continuing to bring greater flexibility into its policies, adapting
them to changing national and international circumstances, and
seeking at all times for opportunities to support to the maximum
possible degree the efforts that our countries are making.

STATEMENT BY THE GOVERNOR OF THE FUND FOR
THE DEMOCRATIC REPUBLIC OF CONGO
Albert Ndele
At the last three Annual Meetings of the Fund I have made a
point of acquainting you with my country's interest in reform
of the international monetary system. Today our efforts have
resulted in the progressive allocation of a substantial amount of
new reserves, distributed to countries in accordance with their
economic importance, and created by a rational process of collective decision. In its spirit and in its procedures, this system of
reserve creation very precisely fulfills the requirements for lasting
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progress in the international payments mechanism that I have had
the opportunity of defining here on several occasions, stressing
the need for a solution that would take account of the solidarity
and complementarity of the interests of industrial countries and
of developing countries.
While we have good reason to rejoice at the success achieved
by an international cooperation that respects the mutual interests
of the different countries, we should also bear in mind that our
decision can be evaluated by world public opinion at its full worth
only if we present it for what it is, without seeking to give it a significance that transcends it. In particular, we should not overlook
the fact that the special drawing rights facility does not, as such,
provide a solution for the international monetary crisis that we
are going through, and that it should not, in my opinion, cause
us to refrain from adopting a substantial quota increase at next
year's quinquennial review. These are the two main problems of
present interest that we are facing.
The Annual Report brings out clearly that the crisis in the
international monetary system results from the effects on external
payments of deficiencies in the demand management policies of the
industrial countries. The difficulty of managing domestic demand,
at the right time and in the proper proportions, by an appropriate
mix of fiscal and monetary measures, has maintained extreme
creditor and debtor positions in this group of countries, calling
for the adoption of measures that exercise a prejudicial effect on
the situation of other countries, both industrial and less developed.
This situation has been made more serious, as the Annual Report
very aptly brings out at the end of Chapter 2, by the fact that the
governments of the industrial countries have increasing difficulty
in making their public opinion accept the application of the Fund
Agreement, which provides for exchange rate adjustment as a
remedy for fundamental surpluses or deficits. Countries whose
development depends on inflows of external savings and exports
of primary products have already been seriously affected by the
consequences of this state of affairs, and in particular by the
excessive recourse to monetary policy measures, since the cost
of capital has increased to the point of raising the cost of loans
at the IBRD and since many industrial countries have had to
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reduce their development assistance, without the surplus countries'
offsetting this reduction by a complementary effort.
The use of special drawing rights is not a corrective for these
deficiencies in the balance of payments adjustment process in
industrial countries, since this new form of reserves is intended
to remedy a situation of general deflation, rather than the effects
of policies dictated by manifest inflationary pressures. Moreover,
recourse to special drawing rights to remedy the present crisis
may induce certain countries to postpone the adoption of measures
that would really put their houses in order. As to compensatory
financing and stabilization arrangements benefiting primary exporting countries, they can at the very most act upon the consequences
of excessive fluctuations of demand in the industrial countries,
not on their cause.
The remedy for the present international payments crisis should
be sought by way of a more systematic coordination of the industrial countries' economic policies, both within the smaller groupings
of these countries and within the Fund itself. In this regard I
would like to see the Fund play a more active part in the prevention of situations of crisis such as the present one. Its action can
no longer be limited to granting a stand-by and setting up stabilization programs when the difficulties have already materialized. It
should also be able to intervene on its own initiative, so as to
recommend, at the proper time, the domestic policy measures
necessary to check disequilibria before they reach the crisis stage.
The moral authority of the Fund and the need for a more intensive international cooperation lead me to believe that the Fund
can, to this end, gradually induce the countries upon which the
proper functioning of international payments depends, by serious
and sincere preventive consultations, to recognize certain common
norms in the matter of external payments and to formulate mutually compatible policies of reserve accumulation.
The second important problem on which we need to take a
stand in the immediate future is that of adapting the quotas to
the needs of the next five years.
Let us first note on this point that the special drawing rights
in no way diminish the amount of the quota increases that need
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to be effected, for this new form of unconditional and definitive
liquidity is brought into play to meet a world need of reserves.
The needs to be met by the conditional liquidity represented by
the quotas, the purpose of which is to cover temporary and
reversible reserve fluctuations by stand-by arrangements, are of a
different nature.
It seems to me that two imperatives must dictate our quota
increase policy. On the one hand, we must preserve the present
proportions among the members, which seem to me to reflect
correctly, in general, the needs and the relative importance of
high-income countries and developing countries; it would in any
case be unthinkable that the influence of the latter should diminish
in the Fund at the very time that they are attaining more substantial income and foreign trade. On the other hand, it is imperative, while maintaining the relative importance of groups of
countries, to determine the individual quota increases by taking
account of the foreseeable movement of foreign trade, income,
and reserves of the various countries in the course of the coming
five years. In certain cases, and that of Congo in particular, the
quota was fixed initially at a minimum level that took account of
the uncertainties regarding the evolution of a young country,
all of whose structures were bound to undergo profound changes
following its independence.
The data relating to 1967, which were used to determine the
theoretical quotas, cannot yet fully express the movement in progress; it seems certain that all the economic magnitudes to be taken
into consideration to determine the quotas will reach an entirely
different level in the course of the coming five years. I hope, therefore, that in fixing the new quotas we can break away from an overly
static conception and give full consideration to the shifts that are
taking place in economic activity and liquidity requirements.
STATEMENT BY THE GOVERNOR OF THE FUND FOR VIET-NAM
Vu-Quoc-Thuc
I am greatly honored to address this Twenty-Fourth Annual
Meeting of the Bretton Woods institutions. On behalf of my
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delegation, I wish to convey the highest esteem of our Government
to the Managing Director of the Fund, to the President of the
World Bank, and to the staffs of the two institutions for their
outstanding performance during the past year; I wish also to
express our gratitude for the valuable technical assistance which
has been provided to us by the Fund over the years.
As I join you in this last meeting of the sixties, I would like to
review briefly with you the situation of the world and of our
country during 1969. The Fund's Report characterizes the year
as one of rapid economic expansion and financial imbalance, while
the Bank's Report reveals that, during the same year, developing
nations have as a whole experienced a real GNP growth rate of
5 per cent, thereby meeting the economic target of the Development Decade.
Unfortunately, however, because of exceptional circumstances,
Viet-Nam has not been able to participate fully with other developing nations in this progress. With a heavy drain on national
resources to meet the requirements of very survival, we have
recorded a very small growth rate in recent years, barely keeping
pace with the growing population. While economic development
under the conditions of warfare must be seriously limited, the
destructive effect of inflation has borne heavily upon us, producing
economic and social disequilibria of serious dimensions.
Facing the inevitable difficulties of war, we have taken courageous measures in the monetary and fiscal fields, as well as in
exchange reforms, with valuable technical assistance from the Fund
over the years to contain inflation. Although our efforts have not
been crowned with success—mainly because of the factors operating on the supply side—we have thus far been able to prevent
galloping inflation.
In the face of the consequences of destruction, however, we
have not failed to entertain the utmost desire for reconstruction
and development. During the past years, Viet-Nam has played
an increasingly important role in the promotion of regional economic cooperation, especially the development of the Mekong
River Basin and the establishment of the Asian Development Bank.
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We have been eager to join other nations, for we believe that
economic cooperation is the only road that will lead to prosperity.
More than ever before, this same spirit of cooperation is
strengthened at this historic meeting because of the new measures
to be taken by the two institutions. The Fund is prepared to augment the world's financial assets, both by actual creation of unconditional liquidity through activation of the SDK's, and by the intention to increase conditional liquidity through an increase in general
quotas. Side by side with the Fund, the Bank is about to launch
new measures recommended by the Commission on International
Development to narrow the widening gap between the rich and
the poor nations. Because of the unprecedented character of this
meeting, therefore, I wish to join my fellow Governors in making
some brief comments on these matters.
In regard to the activation of the SDK's, we believe that the new
facility has moved the Fund from a defensive position to a dynamic
commitment. From this date on, the Fund's emphasis will no
longer center only on the defense of an orderly monetary system
and an equilibrium in international balances of payments, but will
also include a dynamic commitment to create liquidity in order to
support the growth of world trade and, ultimately, the development of world economy.
My country fully supported the proposed Amendment to the
Articles of Agreement. However, we do not fail, at the same time,
to express our hope for continued improvement in the evolution
of the SDK's. As we all know, the effect of the SDK's as the
scheme now stands will ultimately relate more to the payments
and reserve positions of the large quota holders; nevertheless, these
holders are also the ones who have access to other sources of
liquidity, if and when the- need arises. Furthermore, we feel that
a balanced growth of conditional and unconditional liquidity is
necessary, as we believe that the present adjustment process is
still the best safeguard of the world monetary system, and that,
in this respect, the Fund still has a central role to play.
Because of the availability of the new liquidity resulting from
the implementation of SDK's, we also hope that more international
resources will be available for development assistance. In this
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context, it may be desirable for the World Bank to undertake new
measures to increase equity aid to developing nations, in order
to compensate for the relative gain by the advanced countries as a
result of the execution of the SDK's.
On the question of quotas, we would like to lend our support
to those who argue for a substantially larger Fund on the occasion
of the Fifth Quinquennial Review. We believe that a bigger Fund,
resulting in larger increases in quotas, would be beneficial for
developing nations; this is so, not only because of the increase in
existing liquidity, but also because of the conditional character
attached to this type of liquidity, which will help in the formulation of monetary and fiscal policy, guiding these nations in their
search for a better balance in their payments positions.
In our opinion, special attention must be given to the selective
portion of increases designed specifically to adjust those quotas of
individual members which are clearly out of line under the calculation based on the revised Bretton Woods formula. Consideration should also be given to development in individual countries,
taking into account structural changes in their economies. In
addition, the possibility of some additional modification of the
formula itself may be envisaged. Mindful of the development of
the Fund, we note that, due to the absence of data on current
accounts in the balances of payments in the early days of the Fund,
quota calculations, in practice, have been based mainly on trade
accounts. As such, the formula appears to be of only an indicative
nature, assisting only in establishing a schedule of relative, rather
than absolute, quotas. This observation is particularly acute in
exceptional situations such as that of Viet-Nam, where the nontrade items of current account are much more important than the
trade accounts alone because of the large services entries in the
balance of payments.
Finally, we hope that new steps will be taken by the Fund and
the Bank to expand their efforts to stabilize the prices of primary
products, especially to strengthen the financing of the buffer stock
schemes.
Indeed, the future direction in which the SDR scheme and the
price stabilization scheme will evolve, as well as the modus of
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increase in quotas, will have great bearing on countries such
as ours. Although we have not so far resorted to either drawing
on the Fund or borrowing from the Bank, we are greatly concerned with the potential line of international financial assets
which will be available to us during the postwar era. As we have
reason to believe that the dawn of peace has appeared on the
horizon, we are prepared to embark on the difficult task of rebuilding the nation in a climate of stability—a task which will eventually
require a staggering sum of financial resources of both domestic
and foreign origin.
Against this background, we place high hopes in the success of
these international financial institutions during the seventies, the
decade when all of the countries represented in this forum would
like to see the nations with exceptionally severe development
problems actively joining the world community to advance along
the road of prosperity, the decade when the Bank will directly
assist such troubled nations in the task of reconstruction and
development, and the Fund will assist them in their desire to
return to a position of internal and external financial equilibrium.
We hope, indeed, that, at long last, the time has come for
Viet-Nam to participate effectively in the growth of international
well-being.
STATEMENT BY THE GOVERNOR OF THE FUND FOR UPPER VOLTA
Tiemoko Marc Garango
We are celebrating the twenty-fifth anniversary of the founding
of the Brett on Woods institutions. On this occasion, this Annual
Meeting has a particular importance. It is for me both an honor
and a satisfaction to take the floor on behalf of the member
countries of the West African Monetary Union, of which I have
been made President. These countries are Ivory Coast, Dahomey,
Upper Volta, Mauritania, Niger, Senegal, and Togo.
I wish to reaffirm the determination of these countries to continue cooperation with the Fund and the Bank, while at the same
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time hoping that these organizations will intensify their efforts for
a greater contribution toward solving the problems of the developing countries.
Before speaking of the specific problems of each of the two
institutions, allow me to refer to the decision taken by the Fund
and the Bank on stabilization of prices of primary products.
I recognize that the decision taken by the Fund to finance buffer
stocks of primary products is a new step in the history of that
organization. After the creation of compensatory financing in 1963
and the recent establishment of special drawing rights, this new
decision can be considered as proof that it is possible to adapt the
Fund Agreement to political, economic, and social developments
in the world of today.
. . . This first step taken by the Fund and the Bank, whose
primary objectives, in our view, are the steady improvement of
the standard of living of all member countries, of which three
fourths are developing countries, should be the beginning of a more
realistic and constructive policy in seeking fundamental solutions
to the problems of underdevelopment. Indeed, we note that aid
in the form of loans and grants from developed countries to developing countries is declining tragically. The objective of raising this
aid to 1 per cent of the gross national product of the aid-granting
countries, as accepted at the UNCTAD Conference in New Delhi,
is far from being reached. It is also regrettable that time limits
have not been fixed for the realization of this objective, taking
into account the conditions and the political will of each donor
country. Statistics of the Development Assistance Committee of
the OECD show an alarming decline in public and private aid on
behalf of the developing countries. To an increasing extent, trade
is gradually replacing aid. Unfortunately, trade itself is handicapped by protective tariff and nontariff barriers maintained or
augmented by the industrialized countries to the detriment of
exports of primary or manufactured products from developing
countries.
As to the Fund's activities, the past year has been marked by
the entry into force of the Amendment to the Articles of Agreement, modifying certain rules and practices of the Fund and
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creating the new special drawing rights facility. The member
countries of the West African Monetary Union feel that this new
addition to international liquidity, most of which will be allocated
to industrialized countries, should facilitate the growth of world
trade from which all developing countries would benefit. We hope
that, through the special drawing rights, a supplementary solution
will be found for financing balance of payments deficits, thus
permitting the developed countries to contribute more to the
financing of development aid.
We hope that it will be possible for the industrialized countries
to consider opportunely the creation of an organic or other link
between special drawing rights and aid to the third world. In this
connection, we compliment and thank the Italian Government
for its generous initiative, and we also welcome the interest shown
in this problem by the Subcommittee on International Exchange
and Payments of the Joint Economic Committee of the U.S.
Congress. It is with the prospect of thus seeing a rise in the
standard of living of all member countries, a fundamental objective of the International Monetary Fund, that the member countries
of the West African Monetary Union are counting on taking the
measures necessary to participate in the first allocation of special
drawing rights.
The creation of special drawing rights within the Fund represents the recognition by its members of the inadequacy of reserves
for financing international trade and payments, and has a complement in the other source of liquidity, the quinquennial quota
increase. No judgment can be made on the order of size of the
one without making a judgment of the size of the other. The
quota review is therefore, in our opinion, a matter of special
urgency, and we wish to support the draft Resolution submitted
by the Managing Director for the approval of the Board of
Governors calling for the submission of the Executive Directors'
report on the quinquennial review of quotas by December 31,
1969, at the latest.
In the hope of contributing to the discussions that will be
continued on this problem in the weeks ahead, the member countries of the West African Monetary Union hope for the adoption
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of a formula that would permit the maintenance of a ratio of
strength between developed and underdeveloped countries, and,
if necessary, they would be prepared to accept a weighted formula
for a general quota increase. As to selective increases, we hope
to see all the countries of the third world accept the responsibilities
represented by the increases to which they are entitled as a counterpart of the anticipated advantages.
It goes without saying that in an institution such as the Fund
any review of quotas is inevitably closely linked to the problems
raised by the representation of members on the Executive Board.
In our opinion, however, there would be great merit in dissociating discussions on these two problems, while giving them
parallel and simultaneous treatment. In this connection, we hope
that solutions will be sought quickly for stabilizing the present
structure of the Fund—in accordance with economic considerations to be sure but also on the basis of the geopolitical facts of the
world of today: the Fund's increasing role in the international
sphere is hardly conceivable without a balanced representation of
all continents. Indeed, after the Second World War, only the
Latin American and the Indian continents were the main representatives of the "third world"; as we know, the situation is quite
different today, and a guarantee of equitable representation should
be found.
For this purpose, one may well wonder if, twenty-five years
after Bretton Woods, it would not be desirable to raise the number
of basic votes of each member country, a principle that the
founders of the Fund had themselves considered necessary to
write into the Articles of Agreement in their concern for reconciling the exigencies of a weighted voting system with the elementary
rules of international law that sees equality for all states.
I wish to draw the attention of the members of this meeting to
the impression one gets of the activities of the Fund during the
course of this year in comparison with the last twenty-five years;
one has the impression of a real capacity for adaptation to change.
This capacity of the Fund to adapt itself constantly to the changing
circumstances and conditions of the world economic situation gives
its members reason for confidence, and it should therefore be
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encouraged and strengthened in the future in an ever-closer spirit
of international cooperation.
. . . Unless appropriate measures are taken by both the industrialized countries and the developing countries, it is to be feared
that the decrease in aid will reach a point where debt service of
the developing countries will absorb in its entirety the net aid
received from the rich countries. Then net aid will be reflected
in a flow of financial resources from the developing countries to
the industrialized countries. . . .
Finally, I wish to express my hopes for the success of the recommendations of the Pearson Report. We are convinced that the
creative imagination of the authorities of the Fund and Bank, in
cooperation with other international organizations, will find appropriate solutions for the problems specified.
In conclusion, we can say that we have had a promising year in
respect of both the Fund and the Bank. These institutions have
followed an innovative and dynamic course, and we have no doubt
that, mindful of their objectives of raising the standard of living
of the populations of member countries and especially the developing countries, they will continue their efforts at adaptation to
the requirements of these fundamental objectives.
STATEMENT BY THE GOVERNOR OF THE FUND FOR ETHIOPIA
Menasse Lemma
I would like to start my remarks by expressing appreciation to
the Managing Director for the clarity and the excellence of the
Report of the year under consideration.
The year under review has witnessed an upsurge in world trade
and economic activities. At the same time, financial difficulties
and crises in the exchange markets were prevalent.
It is not necessary, I think, to deal at length with the results
of the year and I prefer to limit my remarks to the prospects for
future developments, namely, quota increase, special drawing rights,
and exchange rates.
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The discussions that are to take place imminently on the increase of quotas are very important, especially for the developing
countries. I would, therefore, submit to the attention of the Executive Directors the proposition that a new look at the criteria
utilized since Bretton Woods for the determination of quotas is
urgently called for. We can no longer divorce development from
trade; they are interdependent. It is, therefore, logical to expect
that development needs also be taken into account in the forthcoming discussions. Further to this, I would like to take this
opportunity to mention that policy decisions should remain with
the Executive Directors; one has the impression that decisions are
not always in their hands, that this prerogative is being taken over
by groupings of the highly industrialized countries, and that on
some important issues the Fund is left to face faits accomplis.
I believe that the creation of special drawing rights is a step
in the right direction and we are to approve it at this meeting.
There is no need to repeat the arguments for or against SDK's or
to consider whether this scheme is a bonus for deficit countries.
However, even at this late hour I would like to mention that a
more equitable basis for the allocation of SDK's, taking into
account the needs of the developing countries, should be found.
Should this not prove feasible at this stage, I would support the
idea that an adequate percentage of the created SDK's be channeled in some way, perhaps through IDA, for development
endeavors. If we fail in this objective, serious dangers and real
perils that may hamper the efforts of the second Development
Decade lie ahead. Economic historians may judge this meeting
severely should SDK's become identified in the mind of the people
as a scheme devised for the benefit of the rich countries.
After all that has been said and written for or against floating
exchange rates, I feel it necessary before concluding to say that
this important issue needs all our attention. I think that the rapid
expansion in development and world trade in the post World
War II period owes much to the present fixed exchange rate
system; a return to floating exchange rates would encourage sterile
speculations harmful to the further expansion of trade and investments—mostly at the expense of the developing nations.
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In conclusion, I thank the Managing Director and the staff of
the Fund for the work and the results of the past year and also
thank the Government of the United States for its usual hospitality.

STATEMENT BY THE GOVERNOR OF THE FUND AND BANK
FOR AUSTRALIA
Leslie H. E. Bury
This has been an exciting and a memorable Annual Meeting.
Exciting, because we have met at a time of change in the international financial scene. We have been "where the action is."
Memorable, because the financial institutions to which we belong
have demonstrated yet again their ability to move with the times,
and in so doing advance further in fulfillment of the purposes for
which they were established.
This is most heartening to one like myself who was associated
with the work of the Fund and the Bank in earlier days. Since
then there has been much change. I can only say that I like what
I see. Of course, we are confronted with problems:
There is much evidence of continuing disequilibrium in international payments.
The adjustment process is not working as smoothly or as
quickly as might be wished.
Inflation seems to have accelerated in major industrial countries.
Rates of interest have risen to extreme heights.
As the Fund Annual Report points out, there has been a
marked decline over the past four or five years in what it
calls uthe degree of global reserve ease."
This is a formidable catalogue of difficulties. And yet there
are notable exceptions to record:
The 12 per cent increase in the volume of world trade between
1967 and 1968 was the highest on record.
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The combined industrial production of the industrial countries
grew at an annual rate of 9 per cent between the first and
second halves of 1968.
The exports of primary producing countries increased at an
annual rate of 13 per cent between the first and second halves
of 1968.
The less developed areas of the world had a $1 billion increase
in their official reserves in 1968.
Thus while we have had various forms of imbalance, we have
also had growth—in trade, in production, and in real incomes.
The important thing now is to achieve greater stability in international payments to underpin and sustain this growth.
Various propositions are before this Board of Governors, and I
would like to say, very briefly, where Australia stands in relation
to them.
Special Drawing Rights
First, I may say that Australia gives full support to the proposal
for allocation of special drawing rights at the rate of $9.5 billion
over the three years 1970 to 1972. The Australian Treasurer,
Mr. McMahon, has always been a strong advocate of special
drawing rights and we consider Mr. Schweitzer's figure to be a
reasonable one. We must congratulate those in the Fund, and
outside, who have worked on this scheme. It represents a major
step forward in Fund history. The idea of having a new form of
reserve asset which could be used in a rational way to supplement
other forms of reserve assets has long been studied and debated.
Many doubted whether the necessary international cooperation
would be forthcoming to bring such a scheme about. Events have
proved otherwise.
Of course, along with the issuance of SDK's there will have to
be continuing efforts on the part of member countries to achieve
and maintain balance of payments equilibrium. And we will all
have to take care not to fritter away the benefit of this additional
liquidity through failing to control inflation. The French Minister
of Finance has warned us against "taking a trip" on SDK's and
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I have no doubt Mr. Schweitzer will ensure that this does not
happen. Similarly we watch with sympathy and interest the efforts
being made by the United States to dampen inflation and, whatever
temporary difficulties this may involve for some of us, the whole
world has a profound interest in the ultimate success of these efforts
in preserving the value of the dollar.
Quinquennial Review
Not quite so much has been said about the quinquennial review
of quotas. This does not have the novelty of the SDR scheme.
But it is in some ways just as important. The conditional liquidity
which ordinary drawing rights provide is the very basis of the
Fund's operations. Indeed, the need to increase quotas is, to some
extent, reinforced by the proposal to activate the SDR's. We must
maintain some balance between the unconditional and the conditional forms of liquidity administered by the Fund.
Various problems will arise, no doubt, during the course of this
review. But the central problem is the total amount to be added
to quotas and how it is to be allocated between countries and
between groups of countries. For reasons particular to our own
economy, we have always set great store by the additional strength
which Fund drawing rights give to our reserve position. Not being
a large gold holder, we regard our gold tranche position in the
Fund as constituting a vital part of our official reserves. And being
an exporter of primary products, subject to all the whims of nature
and overseas markets, we have always attached importance to our
credit tranches in the Fund as a defense against recurrent swings
in our balance of payments. Indeed, some years ago, we negotiated a special increase in our Fund quota for that reason. We
would not wish to see that special increase lost in any general
review and we would wish to participate to the fullest extent
possible in the allocation of new quotas.
Flexible Rates
In circumstances where we are all concerned about shortcomings in the balance of payments adjustment process, it is not
surprising that the question should be asked whether Bretton
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Woods needs bringing up to date in the matter of exchange rate
policy.
All I wish to say on this is that Australia would urge caution.
By all means let us study this matter in its various ramifications—
though I fear it may not be sufficiently appreciated just how wide
those ramifications could be. But let us not forget that the system
of pegged rates was, in its time, a very great achievement. The
system was established to protect world economies against the
ravages of competitive exchange rate depreciations such as ran
riot in the thirties. Of course, things have changed since that
time—particularly in respect of employment levels—so countries
may not be driven by desperation, as they often were then, to resort
to such devices. But having got rid of the plague and erected
safeguards against it, we should be careful about weakening those
safeguards, even in limited degree. Any change which permitted
wide flexibility in exchange rates would certainly bring with it as
many problems as it solved. On the other hand, small changes
may have so little impact as to be scarcely worth making. I am
concerned that greater flexibility may encourage rather than discourage the speculative flows which have been associated with the
disturbances of recent times.
It is well, no doubt, that there should be further studies on
this subject. But they should be strictly objective studies, directed
to exploring and assessing the matter. There should be no presumption that the existing system needs to be changed or that the
object of the studies is to find ways of altering it. ...
Commodity Stabilization
A good deal of work has been done by the Fund and the Bank
in the commodity field. In our opinion this exercise has been
worthwhile. The Fund and Bank have modified their policies and
practices in order to assist the process of stabilizing commodity
prices. And apart from anything else, the work they have done
will help draw public attention to this problem. The urgent need,
however, is for the industrial countries to reduce their protection
and adopt more liberal trading policies toward the importation of
raw materials and foodstuffs.
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In this respect I am pleased to note that the Fund will pay
increased attention in future to commodity policies in the course
of its consultations with producing and consuming countries alike.
The Fund hopes that "this approach will encourage action toward
the removal of barriers to the exports of primary producers." That
could only be helpful to the general level of commodity prices. A
1 per cent improvement in the export prices of primary products
would add the best part of half a billion dollars to the income of
developing countries. The difficulties are not to be underestimated.
But the potential rewards are enormous.

STATEMENT BY THE GOVERNOR OF THE FUND AND BANK
FOR ZAMBIA
E. H. K. Mudenda
Like the previous speakers my delegation welcomes the new
members, Swaziland and Southern Yemen, as well as the observer
delegations from Cambodia, Equatorial Guinea, and the Yemen
Arab Republic.
Last year I said that we were happy to be associated with a
group of financial institutions which meant so much to so many of
our fellowmen. The achievements which the Annual Reports of
the International Monetary Fund and the World Bank Group
reflect, indeed, give us cause to feel proud of our membership in
these institutions. I wish to congratulate the Bank and the Fund
for their success. I would now like to comment briefly on some of
the more important matters relating to the operations of these
institutions.
The activation of special drawing rights, on which agreement will
no doubt be officially reached by the Board of Governors at this
meeting, is a significant step forward in meeting the inadequacy of
international liquidity and the problems stemming from it. If one
looks back at what appeared to be the interminable discussions
on the special drawing rights, one recollects that, in the initial
stages, doubts were expressed about whether there was a real
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shortage of liquidity at all. Today we have moved a long way
from that position. Several recent indicators, such as the growing restrictions on payments, instability of exchange rates, and a
widespread preference on the part of the deficit countries for
acquiring debts rather than losing gold or foreign exchange—all
these indicate that there is a shortage of liquidity. That, in spite
of the initial controversial views among the members, an agreed
solution could finally be arrived at is testimony to the ability of
the International Monetary Fund to mold the international monetary system into the desired shape. All those involved in steering
these discussions toward a finally acceptable solution deserve to be
congratulated.
Even at this stage, however, shades of differences of opinion
might persist, as regards, say, the amount of special drawing rights
to be created, or the length of the basic period, or the linking of
special drawing rights with aid to developing countries. But I do
not regard these as important. What is important is that a new
instrument to meet the shortage of international liquidity has at
last been forged and this instrument could, if considered desirable
and in the light of experience, be reshaped according to the needs
of the situation.
Looking at the special drawing rights from the point of view
of the developing countries, to the extent that the special drawing
rights promote international trade, developing countries could
benefit. However, I would urge that special consideration needs
to be given continuously to the problem of how the creation of
new liquidity in the form of special drawing rights could be linked
with the needs of the developing countries.
This question brings me to the next important issue, namely, the
increase in quotas. It is gratifying to note that there has been a
certain degree of agreement for a general increase in quotas at
the next regular quinquennial review. This quota increase, which
is complementary to the special drawing rights activation, raises
some problems regarding the relative share of the developing countries. If the bulk of the increase in quotas is claimed by the
developed countries, the result will be like the biblical saying that
to those who have, more shall be given. The imperative need to
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replenish the liquidity of the developing countries need not be
emphasized. It would therefore seem reasonable to have a twotier general quota increase, with the developing countries increasing their Fund positions by, say, 25 per cent on aggregate, while
the developed countries could accept a raise of 15 per cent. At
its inception, the Fund did not have much scope for being generous
to the developing world. But now that this occasion has arisen, I
hope the Fund will demonstrate its involvement in assisting the
developing world. In addition to such two-tier increases, it is also
essential to consider the case of a number of developing countries
which might qualify for special increases in accordance with their
relative economic strength.
With its plan for providing buffer stock financing, the International Monetary Fund can be said to have introduced a new
dimension into commodity price stabilization. The importance
to the developing countries of stabilization of prices of primary
products at a remunerative level can hardly be overstressed. This
plan seeks to assist member countries to pay for international
buffer stocks of commodities, when and where these are set up
to iron out price fluctuations. This facility is in addition to the
existing export compensatory financing facility, which is designed
to help countries over temporary, and unavoidable, fluctuations
in their export earnings.
The range of commodities for which buffer stocks are feasible
on an economic basis is not very extensive; thus, in practice, the
intervention of the Fund is perhaps not going to mean much for
the primary producing countries. However, the indirect benefit
of the scheme might be considerable. The Fund has emphasized
that the main answer to the commodity problem lies not so much
in buffer stocks as in arranging to establish and maintain a more
rational supply-demand relationship. The Fund has therefore
committed itself to take a much greater interest in the commodity
policies of all members, particularly of those of developed countries. Such interest in the commodity policies that have an unfavorable impact on developing countries is likely to have a
salutary effect on the over-all levels of export prices of primary
commodities. It is in this sense that the scheme may confer a
more general benefit on the developing countries.
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The international monetary scene is clouded by a number of
problems. World interest rates have escalated to record levels.
The imbalances in international payments, far from diminishing,
have worsened. Currency uncertainties still haunt the financial
world, and the question of introducing an element of flexibility in
exchange rates is receiving renewed interest. I earnestly hope that
the International Monetary Fund will continue to apply its energies
toward the solution of these problems. This is important to the
developing world because international financial uncertainties cannot provide the climate in which sustained growth rates could be
assured. . . .
Both the Fund and the Bank have made good progress so far.
I am confident that this good performance will not only be maintained but improved upon in the coming year.

STATEMENT BY THE GOVERNOR OF THE FUND FOR THE
NETHERLANDS
Jelle Zijlstra
Did the world come closer, in the past year, to monetary equilibrium? An affirmative answer would evidence too much temerity.
Since the Annual Meeting of 1968, a number of events have
occurred which again have demonstrated the fact that the imbalances that have developed with increasing intensity since the midsixties have not yet come to an end. Much attention has again
been given in the past year to the question of whether these
imbalances are mainly attributable to the policies of individual
countries or to shortcomings of the international monetary system.
I am convinced that the fault mainly lies with the defective and
divergent policies adopted to combat inflation. This does not
alter the fact that possible improvements of the international
monetary system must in principle always be welcomed.
Evidence of deficient policies in many countries is mainly provided by the disquieting price inflation in 1969, which the Netherlands also has unfortunately not been able to avoid. The price
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trend in the United States deserves special attention, as this country
occupies such a central position in the international monetary
system. Without the fundamental restoration of internal and external stability in the United States, monetary strains and crises
v/ill remain unavoidable.
Therefore, we must all hope and expect that the present struggle
against inflation will be energetically continued until it has achieved
its goal. That goal will only then be achieved, when not only inflation itself but also inflationary expectations have been eliminated.
In the struggle against inflation, monetary policy, in conjunction
with other instruments, must play an important role. Only with
the aid of an effective monetary policy, aimed at the restriction
of credit, can equilibrium be re-established. Indisputable evidence
for this is provided by the present encouraging progress being
made in the United Kingdom. The stringent monetary policy at
present being pursued in the United States must therefore be
welcomed; the resultant increase in interest rates should be accepted. However, one gains the impression that certain elements
of American monetary policy bear more heavily on the level of
interest rates outside the United States than is strictly required.
In particular, I am referring to the rise in interest rates in the
Euro-dollar market which considerably exceeds that in the interest
rate level in the United States itself, especially since the first quarter of this year. This is a result of the manner in which monetary
restrictions are being applied in the United States. The excessively
high level of interest rates on the Euro-dollar market has an impact
on financial markets outside the United States that could be
objectionable for a number of countries. Therefore, I would
appeal to the American authorities to aim at reducing the disparity
between the Euro-dollar market rate and the corresponding United
States domestic rate of interest, while persevering with the restrictive monetary policy that is required. The measures already taken
in the form of the application of reserve requirements to the Eurodollars that have been borrowed are a step in the right direction.
Mr. Chairman, there is not only cause for concern. During the
past year there was a gratifying advance with regard to the evolution of the international monetary system. I am, of course, allud-
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ing to the fact that, thanks to the ratification by a sufficient number
of countries, the system of special drawing rights became effective.
I note with satisfaction the recent decision by the French Government to ratify the scheme. The proposal to create $9.5 billion of
SDK's in the next three years has our approval. In this way a
beginning can be made with the judicious incorporation of SDK's
in the present reserve structure.
The Articles of Agreement of the Fund require another quinquennial review of Fund quotas in 1970. We consider it desirable
that this review be undertaken, mainly for two reasons. First, in
order to strengthen the General Account of the Fund in an appropriate relationship to the growth trend of world trade and payments, thus making the volume of conditional liquidity more
adequate to the rising global need for secondary reserves. This
argument calls for a general increase of quotas. Second, in order
to adjust individual quotas which as a result of changes in the
relative economic growth of member countries have become clearly
out of line. This argument calls for selective quota increases in a
number of cases. We are prepared to give our full support to the
Resolution submitted to us by the Executive Directors, inviting
them to give this subject their early attention and make specific
proposals on it before the end of this year.
In the limited time allowed to me I only wish to make the
following further observations. I think the general replacement of
the present system of fixed exchange rates by fluctuating rates
should be rejected for many reasons.
Moreover, it seems advisable to me that more intensive use
should be made of the existing possibilities in the system of fixed
exchange rates for changing parities. I would have no objection
to a form of confidential but active guidance by the Fund in this
respect.
Finally, the various suggestions for more frequent but limited
parity changes continue to demand our attention. In this connection I shall concentrate on the so-called crawling peg, in particular
on the so-called nonautomatic variants. With the Chancellor of
the Exchequer, I share the opinion that the automatic variants
should be dismissed on the grounds he mentioned. In appraising
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the many ingenious versions of the system currently circulating, it is
of essential importance to distinguish between crawling downward
and crawling upward. A country that was to opt for a downward
crawling peg would be on a hazardous track. The danger is great
that such a system would have a negative influence on the inclination to pursue a policy directed toward re-establishment of equilibrium. This is all the more serious because a declining parity
would in fact call for a more stringent policy.
These objections do not apply to the upward version of the
"crawling peg." The "crawling peg" in the upward version may
be a solution for the problems of countries that wish to protect
themselves against inflationary developments in the rest of the
world. It must be kept in mind, however, that a sizable fundamental disequilibrium will always have to be countered by a
normal change of par value. In any case, the introduction of such
a system could be considered only after elimination of serious
imbalances that might still exist. The possibilities for application
seem, therefore, slender for the time being, even disregarding the
technical complications, which are certainly not without weight.
Nevertheless, we are prepared to cooperate toward studying
solutions to these problems.
It is tempting to consider briefly the recent events in Germany.
After everything that has occurred so far, and in the present
circumstances, I regard the temporary suspension of intervention
within the normal margins as a contribution toward restoring
international monetary equilibrium. Still, I would like to express
the hope that Germany will be able to revert as soon as possible
to a fixed parity system as required by the provisions of the
Articles of Agreement.

STATEMENT BY THE GOVERNOR OF THE FUND FOR NEPAL
Yadav Prasad Pant
At the outset, let me welcome the new members of the Fund
and thank you, Mr. Chairman, for your inspiring address in which
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you have focused on the international problems we have to solve
over the years.
The Annual Report prepared by the staff of the Fund gives a
very useful review of the world economic situation in both the
developed and the developing countries. In this respect, the very
refreshing and illuminating address given by the Managing Director, Mr. Schweitzer, has set the tone of our deliberations. In the
period under review, there have been some encouraging developments in the international economic situation, yet some basic
contradictions and constraints, embodied in the inflationary pressures in the industrialized countries and the total payment imbalances, still persist in most countries. The turbulent economic
situations of the past have not yet settled down and I endorse the
views expressed by the Managing Director that the alleviation of
these strains demands persistence with corrective measures and
coordinated approach in the fiscal and the monetary fields. We,
on our part, in recent years, have been trying hard, within certain
limitations, to give careful attention to the appropriate mix of fiscal
and monetary policies.
During the last few years, the problems faced by the primary producing countries have been engaging our serious attention, and it is
heartening to note that the Fund has established a new facility that
may contribute, to some extent, to lessening the serious economic
problems. The constant fluctuations in the markets for primary
products have always posed enormous difficulties for developing
countries. In this respect, I would like to support the views expressed by a number of fellow Governors to the effect that more
sustained collective efforts, accompanied by a coordinated attitude
on the part of the developed countries, are still needed with regard
to the solution of this problem in the coming years.
I appreciate the intention of the Fund to give increasing attention to the problems of primary commodities, particularly in respect
to examining the trade policies of industrial countries vis-a-vis primary products. In this respect, it is imperative that the Fund
should extend its role in influencing the industrial countries to
adopt a more helpful attitude when formulating their trade policies
on primary commodities. We consider that any examination by
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the Fund of the trade policy of industrially developed countries
should also include, besides primary products, processed agricultural products and manufactured and semimanufactured goods, as
these are important avenues for the economic diversification of
primary producing countries.
The special drawing rights, to be approved by this meeting, indeed constitute the most novel type of cooperation ever evolved to
solve the international monetary crisis. As I mentioned at the last
Annual Meeting, Nepal has already accepted the scheme in principle and we are now in the process of ratifying the Amendment to
the Articles of Agreement of the Fund in accordance with our
constitutional provisions.
I do not mean to go into any details of the SDR scheme worked
out so precisely by the Group of Ten in their last meeting. I have,
however, some feeling that there are certain aspects which will have
to be seriously considered, particularly from the standpoint of the
developing countries as of right now. As one of my fellow Governors has rightly stated, the SDR question seems to have been
exclusively an affair of more developed nations. Under the present
arrangement, the SDR's are to be allocated according to the Fund
quota basis. Therefore, the greater portion of the SDR's would
obviously go to a few developed countries, while the share of
developing countries, which form the largest group in the Fund,
is proportionately very small. Thus the contribution of the SDR's
to solving the payments problems of the developing countries will
be relatively very small. I strongly share the views expressed by
the Governor for Indonesia to the effect that the balance of payments problems and development needs of developing countries
are more indistinguishable than is the case with the developed
countries.
I would therefore like to suggest that a part of the SDR's be
passed on to the International Development Association to be used
exclusively to finance development activities in the developing countries according to their resource needs, or that a separate arrangement be made in order to facilitate the use of an adequate portion
of the SDR's to finance the development needs of the developing
countries. Since all such countries will use the SDR's for paying
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for imports from the developed countries, the SDK's would ultimately be available to the developed countries. This increase in
international liquidity as a result of the issue of the SDK's can
make the maximum contribution to the expansion of international
trade, while at the same time making possible an enlargement of
aid to the developing countries.
At the same time, it is also necessary that the SDK's be issued in
amounts large enough to meet the need for growing world reserves,
and the developed nations must pursue policies that keep international inflation within tolerable bounds. It is obvious that a stable
international economic situation is dependent, as stated by Mr.
Schweitzer in his opening remarks, on "adherence to appropriate
financial policies and their careful coordination among the major
countries." In other words, much of the stability in the present
monetary system is basically dependent upon the elimination of the
balance of payments deficits of the major developed countries. At
the same time, the new facility will have to be greatly strengthened
by both the developed and the developing countries.
Finally, speaking for my own country, I would like to state that
Nepal has been trying to make steady economic progress. The
pace of growth has been quickening in recent years. Our payments
position is favorable, as reflected in the trends in our increasing
foreign exchange reserves. In view of the present comfortable payments situation, Nepal will not be making any drawings on the
Fund for some years to come. The technical assistance and other
advisory services we have been receiving from the Fund have so
far been very useful to us. We still look forward to receiving in
future, also, more sustained technical and other advisory services
in specialized fields, which may provide a valuable guide to our
financial and monetary management.
STATEMENT BY THE ALTERNATE GOVERNOR OF THE FUND
FOR IRELAND
T. K. Whitaker
As far as the international monetary system is concerned, the
outstanding development of the past year has been the speed with
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which it has been found possible to implement the scheme for special drawing rights. For some time the need for the deliberate and
controlled creation of international liquidity has been apparent.
The evidence provided in the opening chapters of the Fund's Report this year confirms that this innovation is most opportune. The
recent acceptance of the scheme and the decision to issue special
drawing rights at the beginning of the coming year represent a
major advance in international cooperation, the full implications of
which may not be felt for a long time to come. Our congratulations
are due to the Managing Director of the Fund and to all those
whose energy and determination have made these developments
possible.
An initial tendency toward conservatism in the rate of issue of
special drawing rights is understandable and should help to promote active international use of the new medium.
Steady and controlled expansion of international liquidity is,
however, a solution to only one part of the problem: it is also
desirable that attention should be paid to the possibility of increasing the contribution which appropriate and timely changes in exchange rates may make to the balance of payments adjustment
process. Experience shows that efforts to redress a fundamental
imbalance by methods other than a change in parity may be unduly
prolonged, with the result that unnecessarily severe restrictions are
placed on the free movement of goods and capital. Deflationary
measures and controls on trade and capital flows are matters of
considerable inconvenience to the countries which introduce them.
Their impact is, however, also keenly felt by other, smaller economies, particularly those which are dependent upon external trade
for growth in output and employment and in which, accordingly,
the wastage occasioned by a sudden and significant reduction in
export and development possibilities may be substantial.
With this in mind I would be glad to see the study of this question by the Fund actively pursued. While I am aware that current
views on this problem do not appear capable of easy reconciliation,
I feel that recent events have amply demonstrated the ability of the
Fund to bring complex matters to a successful conclusion. I sup-
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port the specific terms of reference for the study suggested by the
Managing Director in his statement on Monday last.
Whatever form an increase in flexibility might take, its primary
aim should be to establish a situation where recourse to restrictions
on trade and capital flows would be significantly reduced; controls
of this nature offend against the fundamental principles upon which
the International Monetary Fund is based. It is important, however, that any move toward greater flexibility should not impair
the essential stability of the international monetary system nor provide the basis for a weakening of internal discipline. Many countries may wish to retain the convenience of a fixed relationship with
a major currency and, at the same time, to be saved the ill effects
of large changes in their parities with other currencies, preceded,
perhaps, by restrictions on their access to customers and capital.
Although growth in international liquidity and an improved
adjustment mechanism are both eminently desirable, they are, of
course, not sufficient in themselves. Appropriate domestic policies
will always be necessary. It is, however, reasonable to expect that
some easement of extreme rigidities in exchange rates would
smooth the working of the international monetary system.

STATEMENT BY THE GOVERNOR OF THE BANK FOR BELGIUM
Baron Snoy et d'Oppuers
Once more this year, the activities of our institutions merit our
satisfaction, and their directors and staffs deserve our gratitude.
They deserve more than I shall mention here—in deference to
your appeal for brevity. . . .
The climate of monetary insecurity that has prevailed in the last
few months has not prevented international transactions from increasing at a rapid pace. But we should have no illusions about
this. It is obvious that countries, in the pursuit of their economic,
financial, and monetary policies, must take appropriate measures
to assure their equilibrium if the monetary system inaugurated at
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Bretton Woods is to continue to afford the world an expansion of
production and of trade that is essential for social progress.
I think there is no need for me to enlarge on the remarks authoritatively and pleasingly made from this platform, with reference to
the work of the International Monetary Fund, for the purpose of
diagnosing the present difficulties. Nor need I dwell on the establishment of the special drawing rights or the question of an increase
in quotas.
The Belgian Government is convinced that the gradual creation
of special drawing rights in moderate amounts can remedy the
shortage of international liquidity. It takes pleasure in pointing
out that, within the framework of international monetary institutions that have proved their worth and their competence, it will
now be possible to transcend mechanical rules and resolve in a
rational, concerted manner a problem essential to the harmony of
international relations.
To turn to the quinquennial adjustment in quotas, this has now
become a question of the moment. The rapid evolution of trade
and the increasing interdependence of economies have swiftly
brought about a situation in which the wide extent of balance of
payments movements demands an adjustment in quotas. The Belgian Government believes that it is time to consider making an
over-all adjustment and is prepared to take an active part in research on an adequate distribution of the total amount among the
various members.
I should like to speak for a little longer on the ideas expressed
by Mr. Pierre-Paul Schweitzer in his opening remarks and by various speakers from this platform on the subject of greater flexibility
in monetary parities. It is true that this concept has received much
favorable consideration for some months now. It has met with the
approval of certain very brilliant academic circles, and has been
found attractive in some political quarters, and has been cited by
several of my colleagues as an idea worthy of our attention and of
more detailed study.
I have no objection to a detailed analysis of the merits and the
disadvantages; however, I would venture to remind you, as does
the Fund's Annual Report, that the stability of exchange rates at
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realistic levels constitutes an essential contribution to the balanced
expansion of international commerce, and that the determination
of the rate for each currency is a matter of international concern.
The notion of flexibility necessarily introduces a note of relativism into the principle of stability, which has been the basis of the
functioning—in itself very remarkable—of the international monetary system for 25 years now. How far should this relativism be
carried and on the basis of what measure would it be incompatible
with stability? Would we not run the risk of slipping and be
tempted to relax our standards in domestic monetary policy?
I clearly see the argument of those who accuse governments of
deferring essential monetary adjustments for purely political reasons; the governments would find it an easier and less unpopular
course to have mild and palliative adjustments made year after
year. But the temptation to put off painful decisions is not the only
one to which governments are exposed. Should it be replaced by
the temptation to act too late against inflation because a slide in
par value might disguise the consequences?
I should like to give a warning to those who expect too much
from flexible exchange rates. I ask them to remember that security
and, therefore, the development of international relations are linked
to stability in exchange rates. This is an even more sensitive point
for countries which, having an open policy to the outside world,
export a considerable share of their production. For these countries, even a limited degree of insecurity in agreement currencies
soon becomes intolerable.
Furthermore, can governments allow the level of their currencies to be dependent on external circumstances over which they
have no control whatever? Can mobile parity in currencies vis-a-vis
one another be acceptable when there are no fundamental disequilibria between the economies? Can we even partially renounce this
international control function which, since Bretton Woods, has kept
pace with the development of international monetary cooperation?
These, nevertheless, would be the direct consequences of a mechanism providing for flexibility in the exchange rates.
I have very frankly shared with you my concern regarding a proposal that might, at first sight, seem an attractive one. I venture to
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hope that, in the forthcoming study, it will be examined objectively
and with all the caution that such a fundamental issue requires.
STATEMENT BY THE GOVERNOR OF THE BANK
FOR THE UNITED ARAB REPUBLIC
Hassan Abbas Zaki
I thank you for giving me the floor to address my fellow Governors. Since we last met here in Washington we have had a very
eventful year for the international monetary system in general and
consequently for the International Monetary Fund in particular.
The controversy over the revaluation of some currencies, especially
the deutsche mark, the suggestion for introducing flexibility into the
fixed exchange rate system, the continued imbalances in the external payments positions of the key-currency countries, the network of rescue swap operations and recycling arrangements of
short-term funds, and last but not least, the devaluation of the
French franc—all bear witness to the fact that the international
monetary system has continued to be under serious strain.
It is, therefore, gratifying that, in spite of the difficulties encountered during the first stages of negotiations, the Proposed Amendment to the Fund's Articles of Agreement actually entered into
force on July 28. Shortly afterward, the special drawing rights
became a reality. These steps, together with the decisions of the
Executive Boards of both the Fund and the Bank in respect to possible action in the field of stabilization of prices of primary commodities, as well as the proposed increases in Fund quotas, may
well be regarded as courses of action commensurate in importance
with the occasion of the twenty-fifth anniversary of Bretton Woods.
Looking back on those years, there is no doubt that much has
been achieved by the International Monetary Fund. Indeed, one
could hardly imagine how the world economy would have shaped
its course in the postwar period without the Bretton Woods Agreement and the whole structure emanating therefrom. If the performance of the international monetary system did not rise to the level
of the hopes entertained, the founders of Bretton Woods should not
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be blamed for not having been able to predict international developments 25 years thereafter.
This having been said, I would like to make a few remarks on
the subjects which occupy our minds at this meeting. Much controversy has arisen in respect of the need for reforming the par
value system established at Bretton Woods, and various suggestions have been advanced for greater flexibility. We believe that
floating rates can be detrimental to the smooth expansion of international trade and may eventually lead to trade restrictions and
controls on capital movements. We do not exclude the possibility
of considering reasonable reform of the par value system. Moreover, the U.A.R. delegation is in agreement with the emphasis
placed by the Executive Directors in the Annual Report on this
matter; namely, that any eventual changes should preserve the
essential characteristics of that system, which remain today as
beneficial to the world as they were when written in the Articles
of Agreement 25 years ago—that stability of exchange rates is a
key contribution to the balanced expansion of international trade,
and that the determination of such rates is a matter of international
concern. Mr. Schweitzer has recently explained that the trouble
often arises from the fact that, instead of making use of such provisions as they are embodied in the Fund's regulations, which outline the rights and procedures of altering parity rates, some rates
have been maintained even though they had ceased to be appropriate, thus contributing to the persistence of payments disequilibria,
speculation, and exchange crises.
Turning to the question of quota increases and special drawing
rights, the U.A.R. delegation supports in principle the proposed increases in Fund quotas. Nevertheless, we cannot but repeat once
more what we mentioned last year regarding the unfavorable position of the developing countries in this respect. Despite the considerable variety of formulas elaborated for the calculation of members' quotas, we find that the proposed general and special increases
still leave developing countries today as they were more than 20
years ago. They are allocated an inadequate share in the Fund's
aggregate resources, and consequently their potential right to use
such resources is limited, in spite of their acute need for increased
liquidity. With the activation of the special drawing rights and their
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allocation in accordance with quotas, the need for relatively larger
increases in the quotas of developing countries becomes more obvious today than it has ever been. Indeed, a rough calculation seems
to show that the share of some twenty developed countries in Fund
quotas would advance from 70 per cent at present to 73 per cent
when proposed general and special increases are implemented in
accordance with the staff calculations. This means that the allocation of SDK's to the greater majority of Fund members would be
confined to slightly over one quarter of total allocations. It should
be noted that the actual benefits to be derived by the developing
countries from their share of special drawing rights will be further
minimized due to the reconstitution provision which envisages reconstituting 30 per cent of their allocation of SDK's. For this reason a two-tier system of quota increases should be devised, through
which developing countries receive a higher share in the increase
of quotas relative to the share of the developed countries. This may
be a step toward rectifying the status quo of the developing
countries.
With the special drawing rights duly accepted, there is a pressing
need—perhaps more than ever—for the smooth and effective functioning of the international adjustment process, with a view to a
timely correction of payments imbalances. For without the successful implementation of adjustment policies the mere creating of
additional reserves—though desirable and necessary—would not in
itself suffice to achieve a better international equilibrium. The developing deficit countries, with their persistent need for large capital inflows, should be recognized as a special case. For this reason,
special turnover taxes on exports and similar restrictions resorted
to by surplus developed countries should not be applied vis-a-vis
developing countries.
As far as the stabilization of prices of primary products is concerned, there is no doubt that the new decision taken by the Executive Directors in respect to financing contributions to international
buffer stocks heralds a new era in the Fund's functions and policies.
By enlarging the scope of the compensatory financing facility so
that the combined drawings under this facility and the buffer stock
facility taken together would reach 75 per cent of quota, the Fund
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is certainly treading new ground in extending assistance to its
members. . . .
We hope that the endeavors of the World Bank Group and the
Fund in this connection will bear fruit in the near future. However, as the Executive Directors' Report points out, action by the
Bank Group, or any form of external financing for that matter,
would not constitute a complete answer to the whole problem.
Other international measures would still be needed to achieve
further progress in the areas of trade and international commodity
arrangements, and we hope that the international community would
give heed to these views. The decision of the Fund that, in future
consultations with member countries—particularly industrial countries—more attention will be given to commodity policies and their
impact on trade in primary products should prove a useful contribution in this connection.
One or two additional remarks may still be opportune in this
regard. Firstly, we believe that this occasion might have been
seized for a new reorientation in the Fund's policies with a view
to pursuing a more sympathetic appreciation of the special difficulties of the developing countries. Since the additional assistance
under the buffer stock arrangements would be provided to a relatively small group of countries, would it not have been possible
and equitable to expand the compensatory financing facility, especially for countries which would not derive direct benefits from the
buffer stock arrangements? As the joint upper limit for drawings
under both facilities is set at 75 per cent of quota, this limit, in our
view, could just as well have been set for either of the two drawing facilities.
Moreover, in our statement last year, we raised the question of
extending automaticity to include the whole area of compensatory
financing facility, once it has been established that a member is
entitled to it. Now that this facility is involved in the decision regarding buffer stock financing, we believe that it should be reviewed
once more, taking into account the suggestions made by UNCTAD
II in 1968 and referred to the Fund for consideration.
We also referred in that statement to the need for a more flexible attitude on the part of the Fund in the provision of assistance
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to developing countries, and advanced some suggestions in that
respect. We hope that serious consideration will be given to these
suggestions, with a view to introducing the necessary changes in
the Fund's rules and practices. With the Amendment to the Articles of Agreement duly accomplished, such changes should not
prove beyond what is possible. . . .
To conclude my statement, it gives me pleasure to welcome the
new members joining the family of our institutions.
STATEMENT BY THE GOVERNOR OF THE BANK FOR SOMALIA
Sufi Omar Mohamed
I would like first of all to express my deep appreciation to the
United States Government and people for the traditional friendliness with which they have welcomed us into this great city of
Washington, the headquarters of the Fund and the Bank.
I would like also to join my fellow Governors who expressed
their appreciation of the excellent work done during the last year
by the Executive Directors and the staffs of the Fund and the Bank.
May I join my other colleagues in welcoming the new members
of our organizations who are attending this gathering for the first
time.
This year's Annual Meeting is of particular interest because
important issues which profoundly contribute to world monetary stability and economic development will be discussed and
implemented.
. . . I wish to reiterate our last year's proposal that a portion of
the Fund's and Bank's net income be devolved on IDA to improve
its financial situation by providing the funds required for projects
that have been pending for a long time. . . .
Coming to the subject of price stabilization for primary products,
I would like to express my appreciation to the Fund's study group
for their efforts at finding a workable solution to this problem. The
new facility of buffer stock financing will greatly enhance price
stabilization in these countries.
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I turn now to the international monetary situation characterized
by payment difficulties, inflationary and internal disequilibrium in
many countries, currency crises, deficiency of international liquidity, etc. Somalia's delegation welcomes the imminent activation of
the special drawing rights facility, for we believe that the introduction of this scheme into the international monetary system will have
positive effects on the world liquidity problem, more than any other
measure such as just increasing the price of gold, which, in our
opinion, would not settle the question, but, indeed, would result in
irrational benefits for a few countries. Gold must gradually cease to
be a monetary instrument and be confined to industrial uses, since
it does not reflect the volume and trend of economic transactions.
My delegation notes with great satisfaction that the Executive
Board has already proposed the activation of the SDR facility
which, if approved, will be introduced on January 1, 1970. I wish
to mention that my country was among the first members to ratify
the Amendment of the Articles of Agreement establishing the special drawing rights. I would like to state that my delegation agrees
to the proposal set forth by the Managing Director to allocate the
SDR's for a basic period of three years in the initial phase. I am
confident that, with the activation of the SDR's, the shortage of
international liquidity will be eased and this will further contribute
to greater expansion of world trade.
Since the foundation of the Fund, we have continued with the
present fixed exchange rate. It appears desirable, therefore, to have
more flexible exchange rates that will control the limited unfavorable trends in payments situations. This, in turn, would avert the
persistent crises in the foreign exchange markets. In this connection, we would request the Fund to pursue its present study of this
problem more intensively.
Finally, I am pleased to note that Governor Colombo of Italy
has this year again raised the important subject of the interdependence of industrial and developing countries. His suggestion that,
when SDR's are allocated, each of the industrial countries should
agree in a concerted formula to contribute to the Bank or IDA a
portion of its SDR allocation, is of significant importance to the
financing of these development institutions. I hope that other in-
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dustrial countries will endorse this proposal of Italy's; and that
those countries whose balance of payments positions permit may
take the lead in implementing this suggestion by the first allocation
period of the SDK's.
STATEMENT BY THE GOVERNOR OF THE FUND FOR PARAGUAY
Cesar Barrientos
We recall with great satisfaction that this year our institution celebrates its first quarter century. In these 25 years, filled with vicissitudes and upheavals in a constantly changing world, the efficacy of
those illustrious representatives of 44 countries who, with great
foresight and spirit of cooperation, created the International Monetary Fund at the Bretton Woods Conference, has been put to the
test countless times, always with success. That Conference, in the
words of Lord Keynes, had the enormous responsibility of "finding
a common measure and standard, and a rule for general application
that would not be burdensome to anyone." Therefore, we now
render homage to those founders and to all those who since then
have contributed with their intelligence and effort to give life to
our great institution.
The Government of Paraguay, having noted the Annual Report
of the Managing Director, Mr. Pierre-Paul Schweitzer, has entrusted us with the mission of ratifying it fully, with our commendation for the activities carried out, all of which strengthens our
faith and confidence in the future of our institution.
During the past year we have found some felicitous solutions and
made concrete progress in strengthening our international monetary
system, and it makes us happier that we have found these solutions
and this progress within'the International Monetary Fund, showing
that it is and will continue to be the appropriate institution for solving our international monetary problems on a multilateral basis.
Special Drawing Rights
The Amendment of the Fund's Articles of Agreement will enable
the institution to face the future, and the Government of my coun-
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try, considering that it is the appropriate solution, has approved
and ratified it by a law issued by the National Congress.
Unquestionably, the special drawing rights, by supplementing existing reserve assets in gold and foreign currencies, will constantly
guarantee an adequate level of international monetary reserves and,
on being transformed into backing for international liquidity, will
undoubtedly constitute, directly or indirectly, a most important aid
for developing countries.
Stabilization of Primary Product Prices
This is a topic of vital importance for the agricultural economy
of Paraguay, which is based on the production of raw materials.
For this reason, we entertain the hope that parallel measures of
financial support will be determined jointly for providing a feasible
solution to the problem of stabilization of commodity prices on the
basis of the study conducted by the Fund and Bank.
International Monetary Reserves
In the current year Paraguay renewed its stand-by arrangement
with the Fund, under one of the clauses of which a stand-by credit
of $7.5 million was placed at our disposal, thus providing us with
a second line of reserves that we can use in case of temporary difficulties. Nevertheless, and although we for our part have fulfilled
and will continue to fulfill all the provisions of the arrangement, we
have, as in previous years, fortunately not made use of the stand-by
arrangement and expect to end the year without using it.
Exports and Trade Balance
The sizable differences that have been recorded in recent years
between imports and exports stemmed mainly from the use of external loans in the form of imports by the public and the private
sectors, the former to support various public investment programs
and the latter to meet needs for industrial equipment and for agricultural mechanization which is being introduced in our country,
all in connection with the effort the National Government is making to promote economic development.
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Balance of Payments
For the reason given above, despite the disequilibrium of our
trade balance, our balance of payments, despite some tendency
toward disequilibrium, shows a small deficit, owing to capital
movements.
Nevertheless, the increasing strain of our external debt servicing
has heightened to the extreme our anxieties with regard to the composition of this debt. That is why we are insisting, and will continue to insist, on the need for long-term credits that will enable us
to maintain better equilibrium in our balance of payments.
The Government of my country has partly remedied this situation
by the adoption of monetary regulations, although at no time has it
had recourse to any that would constitute exchange restrictions.
Our dilemma, and the undertaking we are about to make, is that
of solving the problem of the balance of payments without relaxing
the rate of the country's economic growth.
Compensatory Financing
At the Governors' meeting held in our capital in 1966 we expressed our satisfaction at the decision adopted by the Fund on
compensatory financing to be granted to members experiencing
difficulties in their balances of payments on account of temporary
shortfalls in export income and, in particular, temporary shortfalls
suffered by the primary producing countries.
Although Paraguay has not made use of this mechanism, we are
gratified by the duplication of the drawings that each country can
make in relation to the quota it pays.
Exchange Operations
Exchange operations, as I have said, are continuing normally
without restrictions of any kind. The free exchange regime that
my country has maintained since 1957 has been strengthened.
While the commercial banks have met in full the demand for foreign exchange to pay for imports and other requirements of the
private sector, the official banks have done the same for the needs
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of the State and have also punctually dealt with the servicing of
the external debt.
Monetary Stability
My country's Government will maintain the stability of our currency as it has been doing in the last ten years. Despite the obstacles that have been encountered in placing basic exports even on
traditional markets, Paraguay has fulfilled all its foreign exchange
commitments and is resolved to continue to do so through measures that it is putting into practice to expand exports and also find
substitutes for certain imports.
Monetary Issue
The monetary issue amounted to 0 7,197 million at the end of
1968. To date, it has increased by 0 235 million, which represents
an increase of 3.3 per cent.
This growth reflected basically the increase in domestic banks'
holdings, since the external sector has tended to contract.
Possibilities
The Central Government has just granted a concession to an
important U.S. oil company to prospect and explore a large area of
the Paraguayan Chaco, and it opens its doors to any firms wishing
to invest in other areas still available, whose characteristics give
good reason to presume the existence of oil in the Paraguayan
Chaco.
The Paraguayan Government considers that, with the assistance
of foreign capital, it will be able to take this important step.
Wheat Plan
This year 50,000 hectares of wheat were harvested under a plan
which aims to bring the area under cultivation to 100,000 hectares
within the next four years, making Paraguay self-sufficient in this
vital cereal. Last year 22,000 hectares were under cultivation, with
an average yield of 1,200 kilograms per hectare; the efforts made
this year enable us to forecast the same success.
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Export Promotion Center
The Central Government is keenly endeavoring to increase exports of primary products, and, to this end, is striving to expand the
marketing area for these products by finding new markets.
To give an institutional character to the work of promoting our
exports, an agency has been set up to be responsible for coordinating these objectives; it will promote the expansion and diversification of traditional goods, particularly the export line of value-added
goods.
Fiscal Policy
Fiscal policy has been conducted in a continuous endeavor to
assure balanced growth in the economy, at the same time decreasing the deficit in the balance of payments. In this connection, we
have endeavored to balance the general budget without halting the
infrastructure program that is being carried out very successfully.
However, we shall not achieve total success until we find the
way to overcome the temporary drop in revenue that will be experienced in consequence of a total tax reform, which we are presently
carrying out. It is with regard to this that the Fund can again give
important assistance to developing countries that find themselves in
such circumstances.
Closing Remarks
We very sincerely thank the Government and people of this great
nation, the United States of America, for their hospitality in allowing us to hold our meeting in this beautiful city. In the name of the
people and Government of Paraguay, we convey best wishes for
the happiness and prosperity of all our sister nations represented
here. Our sincere gratitude is given, in particular, to the Managing Director and all the staff of the Fund for the help they have
given us in the past year; it is our wish that wise decisions may be
taken at this meeting that will serve to give further strength to
our institution.
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STATEMENT BY THE GOVERNOR OF THE BANK FOR SIERRA LEONE
M. S. Forna
I should like first to convey my delegation's sincere appreciation
to the President and Government of the United States for the warm
welcome and great hospitality they have extended to us during our
stay in this historic capital. I also wish to thank the staffs of the
Fund and the Bank for the truly excellent arrangements and facilities provided for us at this meeting.
I have listened with great attention to the addresses of the President of the World Bank, Mr. McNamara, and the Managing Director of the Fund, Mr. Schweitzer, and I must say that I am greatly
reassured by their impressive grasp of the manifold problems and
challenges that confront their respective institutions and their courage and imagination in facing them.
The past twelve months have been characterized by a series of
monetary crises and by an appreciable degree of international collaboration in offsetting their adverse repercussions. . . .
A continuing problem facing developing countries, one which
appears to have been intensified by the rising trend in world interest rates, is that of debt servicing. In many countries, debt servicing payments actually exceed total receipts of new assistance. There
is therefore a great and urgent need for a review and revision of
lending terms.
Latest figures indicate that the increase in world production and
trade, which became evident in the beginning of 1968, has continued through the first half of 1969. The importance of this trend for
the developing countries cannot be overexaggerated. Exports from
the primary producing countries appeared to have continued strong
in 1969, and yet prices of some primary products have continued
to drop. This brings me to the all-important question of the stabilization of commodity prices. I wish to congratulate the staffs of the
Fund and Bank, and the Executive Directors, for completing the
second part of the studies on Stabilization of Prices of Primary
Products within the stipulated time. I trust that developed and de-
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veloping countries will together marshal the will and the vision to
tackle this problem judiciously.
Of equal importance is the problem of international liquidity and
the stability of the international monetary system. The special
drawing rights scheme, which we hope will be activated shortly, will
supplement both dollars and gold in providing additional international liquidity. In the long run the effectiveness of the new facility
rests essentially on international support and cooperation and the
acceptance of the special drawing rights as equivalent to gold. Once
put into operation, the strain on the reserves of some countries will
be eased.
This, however, cannot and must not be regarded as the final solution to the problems we are facing now. The search for a much
more concrete and equitable system must continue. The special
drawing rights scheme will not provide a solution to all our monetary problems, although it will make a very substantial contribution
to strengthening the international monetary system. I am inclined
to support the conclusions of the Geneva conference of international monetary experts held in April 1968 that "to restore confidence in currencies, effective action must be taken immediately to
end excessive domestic monetary expansion wherever it exists and
persistent deficits in balance of payments." For while increases in
reserves such as may be achieved by the activaiton of the special
drawing rights scheme are vital, adequate funds for the settlement
of imbalances are no guarantee of an orderly international monetary system. Proper and realistic economic policies on the part of
both deficit and surplus countries are clearly the only foundation
on which international trade relations can attain stability. . . .
Over the last quarter of a century, we have witnessed a rapid
growth in the international economy and unprecedented prosperity
and greater stability in the international monetary system. I think
it is but fair to attribute some of the credit for these achievements
to the Bretton Woods institutions. These institutions have widened
and deepened their participation in the international financial and
monetary scene and also in the internal economies of member
countries.

©International Monetary Fund. Not for Redistribution

176

SUMMARY PROCEEDINGS, 1969

As we look to the future, there is every indication that the dynamic initiatives which these institutions have displayed in the past
will be maintained and that these institutions will remain at the
forefront of the movement for internationalization as well as institutionalization of the framework for stability and growth of the
world economy. We sincerely hope that the spirit of international
cooperation which made it possible for the Bretton Woods Conference to have achieved such tremendous success will continue to
prevail in all our deliberations now and in the future.
STATEMENT BY THE GOVERNOR OF THE FUND FOR TUNISIA
Hedi Nouira
In the international monetary world, as in the world of fashion,
innovation is the thing. Each year has its parade of original and
audacious concepts, at least one of which catches on.
For a number of years we have listened to a wealth of highly
varied and sometimes extremely divergent proposals for reforming
the international monetary system. These proposals, which all demonstrated great ingenuity, have finally culminated in the creation
of SDK's.
It has recently become fashionable to speak of fluctuating—or
better still, floating—exchange rates.
Such a desire for ventilation seems to be quite "with it" in the
era of short skirts. And since the tide of progress can never be
checked, we are asked to be realistic and to move with the times.
Nevertheless, this means ignoring the lessons of the past.
A number of countries have allowed their rates of exchange to
float over relatively short periods, in the hope of finding either a
temporary or a permanent solution to their problems.
This experiment has proved inconclusive in most cases. It is true
that the system was of some use when conceived as a provisional
measure designed to help countries which, because of their high
rate of inflation, could neither maintain their par value nor find
a new one.
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It was soon realized, however, that this provisional measure had
to be short-lived, since the floating par values caused prices to
fluctuate considerably, disrupting commercial relations, hampering
investments, and giving full encouragement to speculation.
The return to fixed par values, which came about fairly quickly,
was consequently welcomed with sighs of relief.
But now this cause is being taken up again with renewed vigor.
One is led to believe that experience, as a famous writer once said,
is merely a pretext for committing the same errors over again.
It is now proposed, more or less indirectly, that we go back on
the Bretton Woods principles and place ourselves in a position of
instability, in which the secret of our well-being and the key to all
our problems are apparently to be found.
A number of subtle formulas have been devised, all of which
share a contempt for the present system of fixed exchange rates and
a desire to make the official par values more flexible.
Whether fluctuating, floating, or gliding, these formulas give rise
to many well-founded objections which I shall leave for the specialists to enumerate.
Is such an insecure position really guaranteed to re-establish the
climate of confidence that we all need so much? I believe some
doubt is justified here.
Nor is it very clear how prices and, more particularly, wages can
be allowed to fluctuate freely, at the mercy of the autonomous and
unpredictable movement of the exchange markets, which is largely
determined by psychological, hence subjective, phenomena. One
needs a good dose of optimism to believe that wage movements can
be reversible—a logical assumption to be drawn from the idea of a
system of floating exchange rates.
Nor is there any proof at all that the par value resulting from a
free exchange market would bring about the necessary equilibrium
between a country's foreign trade and the other basic facts of its
economy, particularly since the par value is determined by external
and largely subjective factors.
The system of "automatic gliding parities" seems to be the most
popular, but it still gives rise to a number of major objections.
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Firstly, it seems very unrealistic to determine the rate of exchange according to an automatic calculation based on past developments alone. This would, in fact, presuppose that the economic,
monetary, and even political and psychological conditions prevailing at a given time will be almost identically reproduced in the
future.
We should then find ourselves in the position of military strategists—always one war behind.
Secondly, it seems risky to determine the par value of a currency
on the sole basis of exchange-market trends. Such a rate could not
possibly bring about an equilibrium between the basic facts of the
economy: mainly employment, prices, and wages.
Lastly, the gliding parity system loses a great deal of its significance in that it only admits of very limited fluctuations above or
below the official rate.
Such a restriction would only make sense in the case of very
stable currencies whose par values are very close to their equilibrium point.
In the case of the weaker currencies, that is to say, of the majority of currencies, this restriction on fluctuation margins would make
it impossible to know any actual market trends which, in a framework of greater freedom, would have given rise to much more
clearly defined fluctuations.
The proposed "crawling peg" formula is therefore likely to produce rates corresponding neither to actual market trends nor to the
internal equilibrium points of the economy.
In any case, it seems that the disadvantages of the floating parity
systems envisaged up to now far outweigh any advantages they
might offer at either national or international level.
It is in fact to be feared that the end result of adopting such
formulas will be not to introduce a certain automaticity in the
equilibrium but to create a climate favorable to the continued depreciation of most of the world's currencies.
Indeed, it seems that the upholders of this system are more
anxious to avoid all the fuss and bother of internal monetary disciplines, with all their various concomitant measures that are continu-
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ally being adjusted to the economic situation, than to encourage a
true national and international monetary equilibrium.
It is an indisputable fact that the system instituted by the Bretton
Woods Agreements has up to now been effective and reliable, despite certain inevitable defects.
World trade has developed to a remarkable extent over the past
twenty years, and the number of devaluations of major world currencies has, on the whole, been very small.
The one decisive merit of the floating parity system is that,
sooner or later, it will lead us back to fixed exchange rates.
However that may be, I wish, as the representative of a developing country, to express my country's apprehension in the face of the
possible adoption of any of these formulas.
In my opinion, it is both dangerous and undesirable for the rate
of exchange, which should logically emerge from the over-all trends
of a country's economy, to become an autonomous and uncontrollable element against which the other economic facts would have to
be adjusted, at the risk of making any development policy both
incoherent and disorganized.
Countries such as mine, which are making considerable efforts
to set their economies on the road to development, find it very necessary to avoid the wastage resulting from disorganization and to
regulate—indeed to program—their efforts in order to achieve
their objectives.
They cannot therefore be very happy at the prospect of putting their economic destiny at the mercy of the capricious movement of floating capital and of international speculation, however
sophisticated.
They are already suffering only too bitterly from the uncertainty of several natural and economic phenomena. Unpredictable
weather conditions and the instability of world prices of raw materials, inter alia, continue to present difficult problems which they
have not yet succeeded in solving. A floating parity system would
only serve to aggravate their distress, particularly since their close
dependency on certain key currencies means that, at their level, the
variations are likely to be greater and therefore more keenly felt.
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Those countries which have managed to struggle to the surface
and, with great effort, to keep their heads above water are likely
to be carried helplessly toward the unknown shores of some vague
land of plenty where the joys of a providential equilibrium are
apparently in store for them.
Those countries which have unfortunately not yet learned to
swim, however, are very likely to sink to the bottom.
It has sometimes been said that international monetary problems
are the concern of adult countries, and that nations still in the
infancy of their development must at least adapt themselves, if not
actually submit, to their elders' decisions.
Such an idea is contrary to the spirit of international solidarity
that reigned at the time of the establishment of those institutions
which have brought us together today.
In this field, as in many others, the thing that is most needed is
a strengthening of collaboration and cooperation among countries—all countries—regardless of the economic and political
weight they carry in the world.
STATEMENT BY THE GOVERNOR OF THE FUND FOR
SOUTHERN YEMEN
Mahmoud Ushaish
I would like to thank the honorable Chairmen, Mr. McNamara,
President of the International Bank, Mr. Pierre-Paul Schweitzer,
Chairman of the Executive Board and Managing Director of the
International Monetary Fund, and other fellow Governors for the
welcome extended to my country. I would also like to express my
gratitude to all the staff in the Bank and the Fund for the guidance
and cooperation extended to us in all the preparatory work before attaining full membership in these esteemed international
institutions.
With the permission of the honorable Chairmen and my colleagues, I ask to be permitted to depart, in this first Annual Meeting at which my country is represented, from the general theme

©International Monetary Fund. Not for Redistribution

GOVERNOR FOR SOUTHERN YEMEN

181

embodied in similar statements in which the affairs of the Bank and
Fund normally are discussed, and allowed to put before the meeting an up-to-date, brief statement of the historical phases through
which the economy of my country has passed through its long
period of occupation. . . .
The first tremendous task which faced the emerging revolutionary Government was the unification of the hitherto divided country. This was not an easy task to undertake. Artificial barriers
had to be broken down, and true unity has only been achieved as
a result of boundless sacrifices by our people and as a culmination
of hard and arduous efforts. . . .
In addition to the technical and administrative problems inherited, the territory was left in a grave financial situation in which
instead of its dependence on British Government grants and subsidies of nearly £,30 million per annum all told before independence, the Republic was suddenly reduced to dependence on its local
revenues of £6 million per annum, with at the same time a bill of
£30 million per annum for the public and military services.
To face the problem my Government had to undertake some
very drastic corrective measures a few months after its emergence,
with the purpose of bringing some balance to the absurd budgetary
situation inherited, and within 12 months after independence it was
able to achieve a reduction of about 50 per cent of its budgeted
expenditure and has at the same time managed to raise its local
revenues by about 25 per cent. This was achieved by resort to
several unpleasant measures whereby all government expenditure
was reduced to the bare essential minimum for the running of government machinery, including the reduction in salaries of all government civil and military personnel ranging from 6 to 60 per cent.
Various tax resources were tapped and pressure was brought to
bear on both the public and private sectors with a view to bringing
within the taxation net all evading persons and institutions who
during the colonial rule managed to escape payment. This was by
no means an easy task, and now, nearly two years after independence, these measures have reached a point of saturation.
A government—any government—is not only required to maintain an acceptable standard of public services, but it has also to
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provide for the expansion of such services where they already exist
and to provide them in areas devoid of them. To give you a glimpse
of the ever-rising social commitments to be faced, the student population in the Republic has risen from 75,000 in 1967/68 to a figure
of 105,000 in 1968/69; the number of hospitals and health units
during this same period has gone up by 25 per cent and further
expansion is foreseeably demanded. The State is unable to meet
these demands. The economies effected cannot be stretched any
further and no other revenue resources are likely to materialize,
especially as the full effect of the stringent austerity measures
undertaken are beginning to show their mark on the volume of
trade and the resultant weakness of purchasing power among the
Republic's population.
After independence, the country found itself with heavier responsibilities deriving partly from economic conditions at home and
partly from monetary conditions abroad and the need to establish
new contacts overseas; secondly, there is a lack of knowledge and
wide misunderstanding abroad concerning the preindependence
background of the area and especially about the way in which
Southern Yemen's present economic and social situation has developed; thirdly, this situation is unique in its gravity and, my Government believes, merits the consideration of all people of good
will. . . .
For almost all the period of colonial rule the prosperity of the
area was bound up with the growth of the Port of Aden; for this
reason and, since the country's future much depends on the reactivation and development of the port, some commentary is appropriate here.
The administration of the port was left to an autonomous body,
the Aden Port Trust, established as long ago as 1888. Although
concerned with the general running and development of the harbor
as a whole, it is noteworthy that at no time was it responsible for
all port activities. The handling of cargo from ship to shore, lighterage, and other major functions remained a jealously guarded
monopoly of certain expatriate companies.
The activity of the port and the key position of Aden from the
commercial angle did not, unfortunately, lead to any industrializa-
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tion (with one major exception). One or two trading companies
evolved skilled and organized establishments for the ordering and
distribution of goods in the entrepot trade and for sale to ships'
passengers, etc. The maintenance of this apparatus during the present depression is a difficult problem for all concerned and one of
which the Government is fully conscious. But, in general, companies earned profits and took them away.
Long before the evacuation had been completed, however, the
economy had suffered the hammer blow of the closure of the Suez
Canal in June 1967. At one stroke the main artery of the country's
trade was cut and the most hopeful prospect of economic progress
was destroyed. The flow of shipping was reduced from about 500
vessels a month to the average of 100 or less (these being predominantly small merchant ships plying along the Arabian and African
coasts).
It is a grave fact even now, two years after the closure, that the
Suez Canal remains shut. Countries in the Red Sea area, above all
Southern Yemen, have suffered serious disabilities from the blocking of a vital trade route. For Southern Yemen it must be said that,
until traffic through the Canal can be resumed, the country has to
be considered in economic terms as a "disaster area."
At an earlier stage in 1966 the British Government had offered
the defunct Federal Government interim aid of approximately
SA <£20 million annually for three years. After the Federation
had disintegrated, the offer previously made by the British Government was retracted and the British Government only offered
SA <£12 million of aid for the six months to May 31, 1968, with
no guarantee of continuation. The situation in the summer of 1968
was, therefore, that, little more than six months after independence,
Southern Yemen was left to fend for itself.
On November 18, 1967, sterling was unilaterally devalued from
the old parity of US$2.80 to a new parity of US$2.40 per pound
sterling. The widely held belief that most other sterling area countries would follow suit as in 1949 soon proved incorrect. Many of
them remained at their old parity in terms of gold. For the Republic, however, the course was predetermined by the facts of the situation. On November 20, the dinar had to be devalued in line with

©International Monetary Fund. Not for Redistribution

184

SUMMARY PROCEEDINGS, 1969

sterling. This was not just because the national currency was linked
with sterling at par, but the compelling factors were the almost
entire dependence on sterling in the external reserves and the predominantly sterling orientation of the country's traditional trade.
Further, it would have been rash for the Republic to risk a possible
"overvaluation" of the dinar in the minds of the public within and
outside the country at a time when the full rigors of the new economic situation had to be faced.
All the same, the devaluation was a further blow. It involved
overnight an effective loss of external purchasing power in U.S.
dollar terms to the country and to the Government (in respect of
its own external assets) of $7.2 million, i.e., roughly SY <£3 million in all at the new rates of exchange.
As previously stated, with the absence of any form of aid which
was available to the country before independence, the Government
of the Republic has faced a bitter task. It is being tackled with
courage and resolution; but the burden of expenditure in all fields
remains heavy. It is with this challenge in mind, this clarity of
vision and objectives, that my country has determinedly forged
ahead since its independence, in order to bring about social justice
and achieve independent economic stability.
Yet, in order that my country may cause real development to be
triggered in earnest, it would require, and should require, all the
economic, financial, and technical assistance it can muster. It is
with great hope and confidence that we turn to our friends in these
international institutions—the good-willed people of the international community—to come to our aid and assistance, to help us
overcome our problems, and set on the way to progress and prosperity a well-deserving emerging nation, to live within reason and
participate in the elevation and well-being of mankind as a whole.
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DISCUSSION OF FUND POLICY AT
THIRD JOINT SESSION1
STATEMENT BY THE ALTERNATE GOVERNOR OF THE BANK
FOR GHANA
Jones Ojori-Atta
Mr. Chairman, may I with your permission extend to my fellow
Governors the felicitations and warm greetings of the people of
Ghana and the new civilian government on the occasion of the
formal transfer of power by the military-police government which
has ruled Ghana for the past three and a half years.
I am happy to report that Ghana is back to representative government. The new civilian government of Ghana supports and
fully endorses the Articles of Agreement of the International Monetary Fund and those of the World Bank Group. We are ready to
cooperate with the Fund and the Bank within the limits of our
resources for the furtherance of peace, progress, and economic
prosperity for all mankind.
I intend to be brief in my remarks.
In the past few years the system of international monetary cooperation devised twenty-five years ago at Bretton Woods has
come in for severe buffeting. Bretton Woods has served the world
very well. It has led to rapid expansion of world trade, better
utilization of the world's resources, and has above all encouraged
a spirit of international monetary cooperation among both developed and developing countries.
The exchange rate crises which are now a common experience
and a daily expectation have proved the basic soundness of the
system of fixed exchange rates. These paroxysms are, however,
i October 2, 1969.
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warning us to take a fresh look at the whole system of international
monetary cooperation and the assumptions of Bretton Woods. I
would want to submit that the assumptions of Bretton Woods are
outdated.
I think the greatest lesson of Bretton Woods is that an orderly
exchange rate system would prevail only if there is an effective
multilateral control. This is where we regretfully sense a departure
from the spirit of Bretton Woods. Decisions of far-reaching importance have been taken outside the general framework of the
Fund. We are presented with a fait accompli. Our only business is
to endorse.
International monetary control is increasingly becoming a bigleague game. We hope that in the years ahead, the Fund will be
able to re-establish itself as the international machinery for monetary control.
May I now turn to the question of the special drawing rights.
By the decision of both the developed and developing countries to
activate the special drawing rights, the members of the Fund have
agreed to create a special line of credit which is an addition to international liquidity. But the main beneficiaries of this new reserve
asset are the developed countries—the members of the big league.
We had hoped that this would offer an opportunity to step up the
volume of aid to the developing countries. What we find, however,
is that the developed countries are refusing to consider linking
SDK's with aid transfers to the developing world.
In spite of the legal limitations on the Fund as an institution, we
would urge the management to keep an open mind on the issue
because we are convinced that some linkage arrangement is both
justified and possible.
Coupled with the issue of the creation of additional reserve assets
is the problem of the adjustment of quotas of member countries.
We are anxious that the next round of quota adjustments should
lead to the strengthening rather than the dilution of the share of
the less developed countries in the Fund. The reason for this is
simple. We believe that with the creation of SDK's, of which over
70 per cent will be available to the rich countries, and the various
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other forms of international monetary arrangements now becoming current among the rich countries, they can now afford to be
less dependent on the Fund for assistance to correct temporary
balance of payments disequilibria. We, the developing countries,
on the other hand, have fewer of the other alternatives. The next
round of quota revision should therefore take this view into account
to ensure that, by increasing the quotas of the developing countries
both individually and as a group, the volume of conditional reserves
available to us in terms of quotas is increased.
On the question of the adjustment process and the international
monetary system, we have come to realize the healthy results arising from a judicious combination of exchange rate adjustment and
consistent fiscal and monetary policies. Here we do not believe that
formulas can be devised to suit each country or situation. What is
important is that countries should maintain a less rigid attitude
toward the various mechanisms for exchange rate adjustment, so
that, whenever the need does arise, discussions can take place in a
less inhibited atmosphere so as to foster international monetary
cooperation. . . .
Turning to domestic issues, the very transition to civilian government has tended to highlight certain problems which the Government cannot afford to ignore or shelve for long. Among these is
the problem of unemployment, which has proved to be particularly
intractable. The stabilization problem, which the military Government pursued with some degree of success and with the help of the
International Monetary Fund, has in turn resulted in a high level
of unemployment and a slowing down of development. It is now
necessary to tackle the unemployment problem and to resume our
development efforts on an acceptable scale without compromising
monetary and price stability. While every effort will be made to
mobilize savings at home for our development efforts, much foreign
assistance will still be needed on a level which will ensure orderly
democratic government in Ghana. . . .
In a period when our major efforts are directed toward the larger
issues of international liquidity, quota revision, and internal adjustment processes, the efforts which some of us are making toward
removing restrictions on trade and payments are apt to be over-
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looked. I would like to state, however, that my country continues
to make gradual progress toward the removal of restrictions to
trade and payments to the extent that our balance of payments
prospects permit. This year more goods have been placed on open
general licenses and current transfer payments have been effected
on a much more regular basis than before, although our over-all
reserve position does not always permit us to cushion ourselves
against seasonal shortages of foreign exchange. We have plans to
further liberalize trade and improve our payments position. Our
efforts in the coming years will be directed more toward improving
our export performance than restriction of trade and current transfer payments. In all this, we shall need the active support and cooperation of both the Bank and the Fund and the assistance of
donor countries to maintain an adequate level of aid flows on true
aid terms, so as to encourage us in our efforts toward liberalizing
trade and payments while at the same time keeping up the pace
of development.

STATEMENT BY THE GOVERNOR OF THE FUND FOR IVORY COAST
Konan Bedie
This year's meetings of the Fund and the World Bank Group
are dominated by numerous problems of exceptional importance
and scope.
In the fields both of international monetary cooperation and of
development aid, so much has been achieved or is being achieved,
so many new facts have emerged or are emerging, and so many
new perspectives are opening up that it is difficult to obtain a comprehensive grasp of all their facets and to derive from them, by an
exercise of synthesis, their full significance and implications.
I shall therefore confine my remarks to an examination of two
topics which, while undoubtedly specific, are of fundamental importance for the progressive development of international economic
cooperation and for the accomplishment of the purposes of the
Bretton Woods institutions.
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I refer, first, to financial aid for development, and, second, to the
stabilization of the prices of primary products at remunerative
levels.
Stripped to their essentials, these two questions constitute the
two facets—financial and commercial—of a single problem: that
of the possibility, within the framework of international cooperation and world trade, of deliberately influencing the distribution of
income among nations of differing economic level.
On this point, it may be stated that no satisfactory beginning has
been made, on the part of the industrialized nations, in the application of the code of conduct formulated by the world conferences on
trade and development.
Public aid still falls far short of the goal of 1 per cent of gross
national product of the industrialized countries. Not only has this
goal not been attained, but we must record, with regret, that bilateral public aid, instead of increasing, has been steadily declining,
in absolute terms, for a number of years.
With regard to access to markets, not only does the institution of
a system of general preferences in favor of the underdeveloped
countries remain no more than an avowal of principle which is
used on occasion, in a negative sense, against regional associations
that practice such preferences, but no diminution has taken place
in the various restrictions that are imposed, particularly on primary
products.
Everything happens just as if the discussions at UNCTAD level
could not have any repercussions on the development assistance
effort of the industrialized countries.
In this situation, the underdeveloped countries have reposed
many hopes in the Bretton Woods institutions, which since the Rio
meetings have very auspiciously tackled the questions of development aid and of the stabilization of prices, seeking to devote to
them the maximum effort within the limits of their scope for
action. . . .
Permit me to add to this note of personal appreciation a no less
grateful tribute to Mr. Pierre-Paul Schweitzer, Managing Director
of the Fund, who, in the midst of the considerable problems with
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which he has had to deal this year, has not neglected to extend to
many countries, including my own, the benefits of the invaluable
technical assistance of the Fund's experts, an assistance which we
are most gratified to know is to be continued.
I should now like to turn to the question of the stabilization of
primary products.
In this connection, the accomplishments in the monetary field to
which we are today paying tribute, and which happily coincide with
the twenty-fifth anniversary of the Bretton Woods institutions, are
in marked contrast to cautious and timid efforts that these same
institutions have decided to devote to the problem of the stabilization of primary products.
It has been said that the voluntary creation of additional liquidity
within the framework of the Fund opens up a new era in the field
of monetary cooperation and that it marks the accession of the
international community to monetary civilization. There can be no
doubt that this assertion would be even more true if the industrialized countries were to agree that a part of their SDK's be earmarked
for the development of the third-world countries, as has been proposed by Ministers Valery Giscard d'Estaing and Emilio Colombo.
The activation of the SDK's is not a measure that stems from
temporary improvisation, but rather a fundamental measure which
will exert a decisive influence on the functioning of the international
monetary system.
We should have liked to have been able to say the same about
the decisions taken by the Fund and the Bank on the subject of the
stabilization of the prices of primary products at remunerative
levels.
In this case, we have to recognize that the adjustments proposed
are not fundamental measures. While it is unnecessary to dwell on
the small compass of the financial effort that will be deployed, it is
appropriate to point out that neither the new facility decided on by
the Fund nor the limited cooperation to be furnished by the Bank
to activities of diversification and stabilization will contribute decisively to solution of the problem of primary products. It is hardly
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necessary to stress that the solution sought is much more the avoidance of losses due to fluctuations than the compensation of these
losses by supplementary indebtedness.
The study by the Fund and the Bank has clearly brought out the
fact that stabilization of the prices of primary products at remunerative levels would result from political decisions negotiated between
producing and consuming countries and entailing a general agreement on a desirable distribution of income from trade in primary
products.
To put the matter clearly, the problem of primary products:
sets up an opposition between those industrialized countries
that are the principal consumers and those underdeveloped
countries that are the principal producers;
cannot be validly resolved without the agreement of the industrialized countries in order to determine remunerative prices,
that is, fair prices that take due account of the concept of
profit for the producers of primary goods.
Such an agreement does not at present exist; much less does the
will exist on the part of the industrialized countries to promote it.
We can hardly blame the Fund and the Bank, since such an agreement does not fall within their competence, and also because the
weighting of the voting power within these institutions means that
the industrialized countries can by themselves ensure that their
point of view prevails by holding up the search for truly useful
solutions.
This being the case, the question remains open of the role of the
Fund and the Bank in the management and financing of balanced
arrangements between industrialized and underdeveloped countries
on the stabilization of the prices of primary products at remunerative levels. For this reason we regard the measures proposed within
the existing framework of our relations as temporary solutions
which cannot fail to pave the way for subsequent progress by our
community.
Thus, hamstrung by the absence of a general agreement essential
to the solution of the problem, and perhaps rightly apprehensive
that too violent a conflict within their ranks between industrialized
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and underdeveloped countries could disrupt the sound conduct of
their activities, the Fund and the Bank have adopted an excessively
cautious attitude which we are able to understand but which we find
it difficult to accept as the solution to a problem with such serious
implications for the economies of the developing countries.
This is a topic that calls for candid and straightforward discussion.
For it is not enough to accept, just as they come and for lack
of a better alternative, decisions which many consider to be inadequate; what must be done is to seek now the means by which the
solution of the problem of primary products can be advanced without disrupting the smooth functioning of our institutions.
To see this it is enough, in the first place, to consider certain
facts:
The problem is bound to be relegated to a secondary position
by the Bretton Woods institutions.
The aid assistance that these institutions will furnish to each
country as a result of the decisions taken by them this year on
the stabilization problem will be insufficient.
It will be insufficient because it will be extended only to the
small number of countries able to deploy the four or five buffer
stocks that can validly be mobilized. It will be ineffective for solution of the specific problem of stabilization because in assisting
these countries alone the Fund and the Bank will have to take into
consideration the other financial obligations of these countries,
deriving from their development needs and the consequent restriction of their repayment capacity. It will be ineffective for another
reason also: it will exert little effect, at medium range, on the management of supply, that is, on the fluctuations, not of prices, but
in production. In the last analysis, it is the desire of the producing
countries not to be forced to use these compensatory facilities.
A practical framework must therefore be found within which it
is possible to combine the possibility of effective negotiations between industrialized and underdeveloped countries on trade in primary products, and the possibility of effective action by the Fund
and the Bank in this field.
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Such a framework could take the form of an international agency
for the management of primary products, whose structure provides
for parity between producing countries and consuming countries.
In our view, this agency would:
facilitate the negotiation of international agreements on primary products, the purpose of which would be not only the
constitution of buffer stocks, but also the determination of fair
prices with due regard to the profit of which the producer is
so frequently deprived on the world markets;
act as the correspondent agency, and the financial intermediary vis-a-vis the Fund and the Bank, of the institutions administering the product agreements, and would relieve the countries of the supplementary indebtedness of the compensatory
financing;
issue a code of conduct aimed at regulation of production of
the products concerned.
Having regard to the close link between the question of stabilization and that of balance of payments equilibrium and development
financing, it follows that this agency would have to be located in
the ambit of the Bretton Woods institutions.
With regard to marketing boards and to the primary products
price equalization funds set up in many countries, it appears to us
that the functioning of this agency would be facilitated by the possibility of drawing on the Fund under the heading of compensatory
financing, which avoids the constitution of excessively high reserves
to the detriment of the producers.
My country will join in any initiative taken in this sense, and
appeals to the spirit of cooperation which, in other fields in which
our institutions have acted, has resulted in the finding of welldeveloped solutions that have ultimately advanced the interests of
all concerned.
The problem of stabilization of the prices of primary products is
one of special importance, not only because of its looming social
consequences, at the level of the peoples of the developing countries, as a result of the deterioration in the terms of trade, but also
because the concept of development aid will be seriously restricted
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and impaired to the extent that account is taken only of the financial and technical aspects of assistance.
The importance of the primary products in world trade is such
that their equitable treatment on the world markets would suffice
greatly to strengthen development aid policies.
The truth is that the action we need to take goes beyond compensatory financing of the losses suffered by the developing countries on the primary products markets as a consequence of the
defects in the organization of those markets and of monopolistic
and protectionist situations. The real problem is for producing
countries and consuming countries to come to an agreement to
determine fair prices and to set up mechanisms that ensure the primary producers of stable incomes, through a dialogue that takes
realistic account of the human bonds that unite us.

STATEMENT BY THE ALTERNATE GOVERNOR OF THE FUND
FOR KOREA
Jae Sul Lee
I am happy to have the privilege of addressing this gathering of
the Governors of the Fund and the Bank.
On behalf of the Korean Government, I would like to express my
sincere appreciation to the United States Government for the warm
and friendly hospitality accorded to all of us who have gathered to
attend the meeting of these two great world institutions.
I should like to express my profound gratitude to Mr. Schweitzer
for his excellent stewardship of the Fund during the past year and
to the Fund staff for their effective work in evolving measures for
strengthening the international monetary system. . . .
I must also praise the Fund and the Bank for the valuable and
informative Annual Reports which they have laid before us.
The year through which we have passed since our last Annual
Meeting has been epoch-making in the evolutionary process of
improving the international monetary system. The requisite number of governments have completed the process of ratification and
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have notified the Fund of their acceptance of the responsibilities of
participation in the scheme of special drawing rights. These actions
probably constitute the most important event in monetary affairs
since Bretton Woods. The way has been opened for prompt and
sensitive responses to the need for liquidity in the growing world
economy.
After long, painstaking efforts, we are about to see the activation
of the new special drawing rights. I believe we are justified in
placing the greatest confidence in this facility, which should make
possible the growth of international liquidity and monetary stability
in the years ahead.
We have learned, from past experience, the real cost of the
world's monetary instability. Measures to increase world liquidity,
thereby bolstering confidence in these Bretton Woods institutions,
were somewhat overdue. If they had been taken earlier, who can
say how different the monetary, financial, and possibly even the
political history of the world might have been, and perhaps the
harmful developments that we have had to face would have been
minimized if not totally avoided. However, I am very pleased to
learn that we are approaching one step closer to enhancing the
world's monetary stability from which the developed, as well as
the developing countries, will reap great benefits in the future.
In this context, I extend my sincere thanks to all fellow Governors who have supported the activation of this facility. I believe
that this is the proper time and place to discuss the essential steps
needed to bring about the actual allocation of special drawing rights
and to ensure the actual operation of this facility in the nearest
future. It is also most important that the special drawing rights
should be activated in adequate volume in order to ensure that the
growth in world trade is not hampered by a shortage of international reserves. I also mention, for the record, that I am still of the
view that in the distribution of special drawing rights special consideration should be given to the development needs of small-quota
countries.
While believing that special drawing rights should be activated
as soon as possible, I am of the opinion that it is necessary to increase members' quotas adequately in order to maintain the role of
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the Fund and its image. On the whole I agree with the general
approach of the Fund staff in its various studies. I believe that, in
addition or parallel to a substantial general increase, there should
also be adequate selective increases where these are necessary to
better reflect the growth of some members. It is my view that selective quota adjustments should be made on the basis of economic
trends during the past five years and that in determining these
adjustments sympathetic consideration should once again be given
to the smaller developing countries.
Although we now see the fruition of efforts that have extended
over many years to improve the international monetary system, new
problems such as the rise in interest rates in the chief money and
capital markets of the world call for new studies and solutions. The
present high interest rates are threatening the continuity of economic development in countries such as mine and, unless reduced
in the near future, will certainly result in a slackening of over-all
growth rates. . . .
While the Korean gross national product continued to increase
rapidly over the past two years, primary productions suffered a
serious setback because of unfavorable weather conditions. As a
result, prices of food grains rose considerably, and large food imports became indispensable. In order to eliminate this element of
instability in the economy and to enhance the standard of living in
rural areas, the Korean Government is adopting policies intended
to achieve a balanced growth of agriculture and industry. With this
background in mind, we fully recognize the importance of Mr.
McNamara's policy of increasing investment in the agricultural
sector.
We are all aware of the great costs that the developing countries
will have to incur in terms of men, money, and materials if they
are to realize within a very short span of time the level of development that the industrialized countries required many decades to
achieve.
We of Korea have made tremendous efforts to speed up our own
development process. Our success, often cited as a model to other
developing countries, must be considered modest when viewed in
terms of the needs of our people. The successes we have achieved
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and will realize in the future are based on our own efforts under
the dynamic and imaginative leadership of our President, but these
must, if necessary, be supplemented to a significant degree by external assistance. I am certain that the development progress
Korea has achieved to date could not have been achieved without the external assistance from international financial institutions
such as the Fund and the Bank as well as from developed
countries. . . .
As the developing countries increase their rate of development,
it is inevitable that their import requirements will expand. This
makes it necessary that their export earnings should increase at an
adequate rate, because, even though the gap between foreign exchange earnings and payments might be bridged during a period of
transition by recourse to foreign borrowing, the servicing of the
foreign debt is ultimately a charge on export earnings.
In order to permit an appropriate increase in these earnings, it is
most important that the developed countries should reduce restrictions on the import of the products of developing countries to their
markets.
Other actions that will contribute to the promotion of export
earnings include measures for the diversification of exports and for
the stabilization of primary product prices through commodity
agreements and buffer stock financing arrangements. The Fund
and the Bank have already taken some steps in some of these fields.
It is our view that these activities should be expanded and made
more concrete. It is also important that arrangements should be
considered for the refinancing of export credits so as to enable
developing countries to compete with the developed countries on
more equal terms in the export of manufactured goods. The highly
competent staffs of the Bank and the Fund might well examine this
possibility as well as the general question of credit facilities for the
export of capital goods from one developing country to another.
In conclusion, I hope that this meeting will prove an important
milestone in the improvement of the international monetary system,
and that the Bank and the Fund will play an increasingly vital role
in promoting international cooperation and building a pyramid of
prosperity throughout the world.
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STATEMENT BY THE GOVERNOR OF THE FUND FOR GERMANY
Karl Blessing
I should like to begin my remarks by paying tribute to the
President of the World Bank and to the Managing Director of the
Fund and their staffs for the excellent work performed during the
past year. . . .
I should also mention the pressing and complicated problem of
the prices of primary products, which remains to be solved during
the years to come.
The reports of the Executive Directors, both of the Bank and of
the Fund, based on extensive studies prepared by the two staffs
have been submitted to the Boards of Governors as requested. I
welcome the decisions of the Executive Directors; they represent
a helpful contribution to the solution of the commodity problem in
a sensible and feasible way under the terms of the agreement.
Let me now turn to the monetary field. I am glad to note that
the Fund again played its proper part in the eventful year under
review. In spite of the unsettled monetary situation world trade
again rose considerably and the standard of living in general improved. Unfortunately, this favorable development has been accompanied by considerable inflationary pressure in a number of
countries. The fact that the rate of inflation has been different from
country to country is mainly responsible for the disequilibria in the
balance of payments which have been causing such concern in recent years. During the past years the surplus countries had to
finance in increasing amounts the gaps of the deficit countries,
especially at short term—a state of affairs which cannot last. It is
high time that the inflationary course comes to an end and that
better equilibrium in the balance of payments is restored by applying a better adjustment process and a better harmonization in pursuing the economic aims of the various countries. The gap between
the deficit countries and the surplus countries should be filled to a
greater extent by goods and services and to a lesser extent by shortterm money or central bank assistance. Otherwise, we shall be in
great danger of slipping back into foreign exchange restrictions,

©International Monetary Fund. Not for Redistribution

GOVERNOR FOR GERMANY

199

and other dirigistic measures with all their disadvantages for world
trade.
I am glad that serious endeavors to bring inflation under better
control have lately been made in a number of important countries.
The high rates of interest prevailing in the United States and this
country's restrictive fiscal policy give ample evidence of its determination to restore confidence in the dollar and to do away with
the inflationary expectations in the U.S. economy. In this respect,
I am much reassured by the statement made by the Governor for
the United States. The dollar is at the center of the Western monetary system. It is, therefore, of paramount importance to improve
the dollar's situation, since this means to improve the whole monetary system. In my opinion even a temporary cooling off of U.S.
business activity would not be^oo high a price to pay to ensure that
the dollar can play its proper role.
Also in the United Kingdom, in France, and in the Netherlands—to mention only a few—courageous steps are being undertaken to suppress increases in prices and costs which, once they
have taken place, can hardly be reversed. These developments
culminated in the devaluation of the French franc, which adjusted
this important currency to a realistic level, and which, together with
the accompanying domestic measures, should bring the French
economy back into equilibrium.
I should now like to say a few words about the situation in my
own country. Since the beginning of the year the German economy has been booming. High domestic investments, high demand
from abroad, and, lately, very high consumer demand have contributed to the present boom. Labor resources and productive
capacities are exhausted, and further production increases are becoming more and more difficult, in spite of the presence of 1.4
million foreign workers. Prices therefore are rising, and they are
likely to rise even faster as a result of the increasing disproportionality of demand and supply. The recent wage increases will add to
the cost and price pressure. Fortunately fiscal policy this time is
not contributing to the boom but to a certain extent is even acting
anticyclically.
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In spite of the domestic boom our foreign trade surpluses have
remained nearly the same as during the stagnation period of 1967.
In the first eight months of the year our imports rose by about 22
per cent as compared with the same period in 1968. But our exports likewise increased by 16 per cent. Our surpluses remain comparatively high in spite of the 4 per cent border tax on exports and
the 4 per cent subsidy on imports introduced last November. The
large expansion of our exports is mainly due to the fact that demand from abroad continued to be very high as a consequence of
persistent inflationary pressures in other countries.
As a good creditor we have made every effort to channel these
surpluses back to other countries by a policy favoring capital exports. During the first eight months of the current year, our longterm net capital exports reached an amount of roughly $3 billion.
Long-term capital exports were three times as high as our surpluses
on current account, amounting to somewhat more than $1 billion.
Our basic balance of payments in fact was therefore in deficit by
about $2 billion. The fact that nevertheless the total reserves of
the Deutsche Bundesbank rose by nearly $1.5 billion between January and August is entirely due to the heavy short-term capital
inflow, and the changes in the terms of payment which took place
in May in connection with the revaluation expectations of the
deutsche mark. We intend to continue our capital export policy
in order to contribute our share to the capital needs of the world
while at the same time reduce domestic German liquidity, a reduction which we badly need to keep our boom under control. Even
after the increase of the discount rate in September capital exports
are still going on.
Recently the German monetary situation made headlines in the
press. At the beginning of last week we again had large speculative
inflows of foreign exchange as a result of the persisting revaluation
expectations. The inflows were particularly large on Tuesday and
Wednesday. The German Government therefore felt that it was
necessary to close the exchange markets on Thursday and Friday.
By doing that we wanted to protect our partner countries from losing reserves on a large scale and we wanted to avoid a situation in
which the German economy became too liquid. Over the week end
the question arose whether the markets should be opened again on
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Monday. It was decided at first to open the markets but, after an
opening of only two hours, we gained nearly a quarter of a billion
dollars. Therefore, the market was closed again, and in view of the
existing uncertainties it was decided by the Government to relieve
the Bundesbank temporarily from the obligation to intervene in the
market at the limits hitherto observed. Of course, this measure is
of a temporary nature only.
Meanwhile the exchange rate for the deutsche mark has been
quoted at a premium of about 5 per cent in the market. We fully
realize that the present situation can only last for a short period,
but I am not now in a position to say how long this transitory
period will last. I wish to say that we very much appreciate the
spirit of understanding shown by the Fund in these difficult days.
In their excellent Annual Report the Executive Directors have
discussed exchange rate policy as a means of securing better balance of payments adjustment. I would very much prefer to see
more flexible monetary, fiscal, and economic policies pursued in
the various countries rather than making exchange rates more flexible, although I have to admit that in the world in which we live an
adjustment through domestic policies is often politically and socially
difficult. I want to stress, however, that I am strongly against unlimited fluctuations of exchange rates, as they are liable to hamper
world trade. The temptation of their being used as trade policy
weapons is always present. As I have just said the present German
measures are only temporary and should not be interpreted as a
deviation from my general point of view.
It may, however, be worthwhile to examine whether a greater
elasticity in correcting exchange rates within predetermined limits
may contribute to establishing and maintaining realistic parities. I
would therefore support the suggestion that the Executive Directors
continue their studies. I strongly concur, however, in the view expressed in the Annual Report that the essential characteristics ,of
the present system should be preserved.
In pursuing these studies three points should be kept in mind,
namely:
1. We should not enter into experiments just for experiments'
sake.
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2. We must not look for overperfect and automatic solutions.
3. A more flexible exchange rate policy does not release us from
monetary discipline, and we should be careful not to weaken
it by making downward adjustment of parities too easy.
The fundamental problems of our time cannot be solved by technical devices but only by greater monetary discipline and by better
coordination of the economic and fiscal policies of the various
countries.
These remarks apply just as much to the special drawing rights,
which also cannot be considered a cure-all for the problems facing
us. In giving our agreement to the activation of the new reserve
medium for a period of not more than three years we act on the
assumption that during this period there will be further progress in
overcoming the balance of payments difficulties. In this context I
note with satisfaction the great efforts made by the two reserve
currency countries.
Certainly the activation of the special drawing rights can avoid a
shortage of international liquidity which might occur as a result of
the gold situation or as a result of an improvement of the balance
of payments of the United States. I welcome the statements by
other speakers that the activation of the special drawing rights
should not weaken the efforts made toward greater stability. With
the deliberate creation of reserves we are entering a new phase of
monetary management and we are well advised to proceed with the
utmost caution in order not to discredit the new instrument.
Let me close with a few remarks on the forthcoming quinquennial review of Fund quotas. I support the mandate to be given to
the Executive Directors to report to us by the end of the year. I am,
however, not convinced that a large increase in quotas is called
for. The fact that in the recent past the Fund has always had a
sufficiently large stock of gold and usable currencies at its disposal
to meet all requests for drawings seems to indicate that there is no
urgent need for a major increase in conditional liquidity. In my
view the over-all adjustment of Fund quotas should be limited to a
moderate general increase and to a selective increase of those
quotas which are clearly out of line.
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The overriding aim of all our endeavors should be to strengthen
the role of the Fund in such a way as to promote discipline and
better working of the adjustment process.

STATEMENT BY THE GOVERNOR OF THE FUND FOR TANZANIA
A. H. Jamal
The unequivocal and positive statements of the President of the
World Bank and of the Managing Director of the Fund are a
clear indication that these two world institutions, given their
present competence and capabilities, do recognize what the world's
pressing problems are and what objectives are desirable. I wish
to extend my warm appreciation to Mr. McNamara and Mr.
Schweitzer for their unrelenting endeavors in the service of world
order.
It is equally clear that national policies pursued by governments
and societies, particularly those of the major industrialized countries—with the exception of a few—are seriously out of alignment
with the humane outlook and the rationale of the thinking of the
two top executives of these world institutions.
We in Tanzania agree that self-reliance should be the basis of
true progress. To that end we have achieved between 80 and
90 per cent targets, both for the Central Government and for the
economy as a whole in respect to the five-year plan period 1964-69.
Indeed, in the years 1967-69 we exceeded the original goals. This
we were able to do largely by mobilizing in support of our development program domestic resources from surpluses on recurrent
budget and sale of long- and medium-term securities. We were
able to finance 60 per cent of the Central Government's program
in this way. The average annual growth of real domestic product
over the plan period was between 5 and 5V2 per cent, or
80 per cent of the target rate.
If the prices of our major commodities had remained stable, we
would have exceeded by far our planned target rate of 6l/2 per cent
and we would have been able to finance over 80 per cent of
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the Central Government Development Program from our own
resources.
As for the second five-year plan, which commenced three months
ago, our goal is a 6.7 per cent annual growth in output and
10 per cent in investment. . . .
We accept the Fund's advice that we should pursue realistic
fiscal and monetary policies, and we hope that our policy so far
would have been seen to be so. At the same time, it will be
appreciated that, as Tanzania is a country so dependent on agricultural commodities whose prices cannot be relied upon and is
subject to unpredictable weather conditions, it is little short of
a miracle that we have so far been able to keep our options
sufficiently broad.
We believe in regional economic cooperation, and to that end
we will, on a fully reciprocal basis, comply with the obligations
which we have freely entered into, together with our partners
Kenya and Uganda, as cosignatories of the Treaty for East African
Cooperation.
All this, and much more, we must do and we shall endeavor to
do. But all our efforts, as indeed those of other developing countries, will be of only very limited value as long as the world
community does not come to grips with the world's central issue.
The central issue is: how soon will the developing countries be
accepted as equal trading partners in the world, instead of being
left to the mercy of highly organized markets, with all the sophisticated and historically accumulated equipment that is available to
the technologically advanced nations? How soon will it be possible
for all the developing countries to say at home that, if the prices
of trucks and milling machinery are to go up by, say, 3 per cent
next year, the price of coffee or cotton or sisal will also go up in
the same proportion? How soon will there be a truly international
and equitable division of labor, on the basis of comparative advantage, so that it will not be viewed as inevitable that, for instance,
half of the world's sugar production, protected beet sugar from
the industrial economies, would continue indefinitely to be highcost, effectively barring the growth prospects of efficient tropical
cane producers? . . .
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It is now clear that we shall be activating the SDR scheme. I
have previously welcomed it as a significant first step in technical
reform of the international monetary system; but I must restate
the misgivings I have voiced in the past as well.
Already the industrial world's present major preoccupation is
inflation. Already interest rates are exceedingly high and for the
developing world this is a deflationary circumstance. Already there
are various kinds of barriers against the products of the developing
world in the markets of the industrial world. This, too, is a
deflationary circumstance for the developing world. So, the total
situation being what it is, what assurance is there that the SDK's
will not bring about an accentuation of the adverse circumstances
already confronting the developing world?
Individual industrial nations are pursuing restrictive fiscal and
monetary policies. Cumulatively, this is having a deflationary
effect on the developing world. This year, while Tanzania's exports
will rise by 10 per cent in volume, its export earnings will go up
by only 5 per cent. In other words, commodity price declines in
1969 alone will cost Tanzania nearly 100 million shillings, a sum
equivalent to our probable SDR allocation over the next three
years!
So international corrective action is needed for precisely the
same reasons that national corrective measures are needed and
effectively taken by the developed world. The poor countries are
weak and vulnerable. If we in Tanzania devalued our currency
by half, we would not be creating an international monetary situation! We, the developing countries, are at the receiving end. We
are made vulnerable through no fault of ours, indeed, despite all
our efforts.
I regret that the opportunity has been missed to create a link
between SDR's and the development needs of the world. Contrary
to the belief expressed by the distinguished Governor of an advanced country, I believe that such a decision would have been
less inflationary in its effect than the possible effects of the present
decision.
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It seems we are now going to examine the possibility of the
"limited flexibility" of exchange rates. Please, Mr. Schweitzer,
what will happen to our commodity prices?
I should like to recall, Mr. Chairman, your remarks concerning
the need for full participation by all concerned in the decisionmaking process. I sincerely hope that there will be immediate
recognition on the part of the industrialized world that some
international corrective measures are needed without a great deal
of delay. . . .
The SDR's in the future must be linked with the development
needs of the third world. The creation of SDR's may have been
prompted by the preoccupations of the industrialized world. Their
application must take place as part of an international fiscal and
monetary policy in aid of development. After all, as the distinguished Governor for Sweden stated so accurately, most of these
resources end up eventually in the factories of the industrialized
countries.
The central issue of commodity prices and trade in manufactured
goods from developed countries must not be dodged any more.
The present work done on some of these matters by the Bank
and the Fund is not adequate. Here I would like to fully endorse
the position put forward by the distinguished Governor for the
Ivory Coast, and I sincerely hope that the Governors, particularly
the distinguished Governors of the industrialized world, will make
a careful study of what he had to say. We are bound to find ourselves in an abyss if we continue to remain blind to this crisis. . . .

STATEMENT BY THE GOVERNOR OF THE BANK FOR YUGOSLAVIA
Janko Smole
At the outset let me say that I have read the excellently prepared Annual Report of the Fund with great interest, but also
with mixed feelings. Successes and achievements in the world
economy during the past year were intermingled with, and very
often offset by, continuing inflation, coupled with disturbances in
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the monetary field. Whilst the increase in world trade and relative
stability of commodity prices were to the benefit of most developing countries, the international monetary instability not only influenced the trend of their economic development, but also put
additional strains on their balance of payments through the increased cost of capital and various import restrictions still in
existence or even newly introduced. To my mind, it is hardly
possible to conceive of a sound and stable economic development
of individual countries without a relative stability of the international monetary system. Steps should be taken, both on the
international and the national levels, to restore the confidence that
is at present largely lacking in some leading currencies. Whilst
such credit should be given to the international monetary cooperation displayed chiefly by a group of the countries mainly responsible for the proper functioning of the international monetary
system, it is nonetheless indispensable that such cooperation should
be broadened, in order that full account also be taken of the
interests of countries outside that group.
The problem of international liquidity has been much discussed
here and elsewhere. At one time, we rightly considered that this
problem would become a major obstacle to further development
of trade and consequently to the development programs of many
countries. Now we are all pleased to see that a new instrument
has been devised to cope with this problem by the creation of
special drawing rights, which, hopefully, will be activated in an
adequate amount in the near future. By doing so, we shall diminish the constant threat to over-all liquidity.
The developing world is now expecting the Fund to begin to
consider what improvements may be introduced into the system
of special drawing rights and in the present international monetary
system as a whole, in order to meet more fully the requirements
of developing countries, for the fact is that the developing countries, which need additional liquidity most, will be obtaining only
a small portion from the special drawing rights as presently
conceived.
Here I should like just to mention two points. First, in the forthcoming general review of quotas, thorough consideration should be
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given to the liquidity problem of individual less-developed member
countries. Any future special distribution of quotas should be
made solely for the purpose of correcting large disparities, where
appropriate; in this way, the position of individual countries and
the over-all existing relations between various groups of countries
should not be adversely affected at the expense of the developing
countries. On the contrary, I consider that the time has arrived
to improve these relations in the light of what many Governors
have stated at previous Annual Meetings. Secondly, serious proposals have been received from various quarters to relate the
special drawing rights to the financing of development. Whether
this is done through a formal institutional link or through more
informal arrangements is probably not decisive: what is decisive
is that the world community cannot afford to miss this opportunity
to increase the flow of resources for development, which we all
agree is badly needed.
. . . The general increase in interest rates will undoubtedly
further aggravate the balance of payments position of developing
countries, already far from satisfactory, in spite of the figures
showing a general improvement during the past period. The developing countries, including my own, have to divert a large share of
their foreign exchange receipts to payments of interest on loans
and credits contracted. This tends to slow down their economic
growth and to aggravate the debt services problem, which has
certainly now become an acute one. . . .
Two more features should be mentioned here. They refer to
both Bank and Fund activities.
The first one concerns the participation of the Bank and the
Fund in the commodity price stabilization programs. Encouraging
progress has been made in this respect in the past period. The
reports before us do indicate forms and the role which they could
play in this regard. However, I am sure that both the Bank and
the Fund will keep the matter under consideration and seek to
introduce further improvements. . . .
The second problem which I would like to mention here is the
distribution of net income both of the Fund and the Bank. I
welcome the proposal before us that a larger share of the net
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profit of the Bank be transferred to IDA. It is to be recommended
that this practice be continued. However, in respect to the Fund
practice, initiated last year, in line with the corresponding provision
of the Articles of Agreement, I suggest that the member countries
concerned be invited to consider the possibility that such profit,
or part of it, be diverted to purposes to be determined, in order
to help developing countries to ease their balance of payments
difficulties.
I have listed some of the problems which I believe are of great
importance to my country and to the developing world as a whole.
We should not forget that there is still a gap, with inherent dangers,
which divides the world into two quite distinct parts, according to
their level of development. It is our duty—and we should not
fail in this duty—to deploy the greatest efforts to narrow this gap
as quickly as possible. Although the Fund and the World Bank
Group can be proud of the successes achieved in the 25 years of
their existence in maintaining relative order in the conduct of
international monetary affairs and in assisting member countries
in financing the needs for their development, the developing world
expects further results in the future.
In conclusion, I wish to welcome those countries that have
joined our expanding Bretton Woods family in the past period.
I also wish to record my appreciation for the close and cordial
relationship that my country has enjoyed in the past with the
management and staff of the Fund, the Bank, and IFC. I am
sure this good relationship will continue.

STATEMENT BY THE GOVERNOR OF THE FUND AND BANK
FOR KENYA
Bruce McKenzie
May I start by saying how impressed my delegation was with
the opening speeches of the President of the Bank and the Managing Director of the Fund. The Managing Director's speech not
only covered the progress of the Fund during the past year but
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pointed out the critical areas which require concerted efforts, if
many of the financial problems which confront modern nations
are to be solved for the benefit of increased international trade
and cooperation. These problems over which, we maintain, the
developing countries have had no control, have had their origins
in the developed countries and have adversely affected confidence
in the monetary system, to the detriment of the economic progress
of the developing countries. We therefore urge that, whatever
solution is found appropriate, it will be one which facilitates the
rapid growth of world production and trade.
We welcome the creation of the special drawing rights and look
forward to their activation, but we regret that it was not found
possible to link the SDK's with development finance. Neither are
we entirely happy with the conditions stipulated in the buffer stock
arrangements. We are of the view that these arrangements ought
to have had a wider application by not requiring a country to
be in balance of payments difficulties before it qualifies for the
facility. . . .
Restrictive practices designed to protect domestic agriculture in
developed countries at the expense of farmers in developing countries must be reduced. Nor must these protective devices be
dropped in respect of agricultural products alone. In the years
ahead, developing countries must build up industries which are
based on agricultural output. The products of these industries
must be able to find markets in the richer countries of the world,
just as at present the developing countries are providing markets
for machinery and other industrial products. Nothing is more
scandalous or economically ridiculous than the way some developed countries protect low productivity industries, instead of
moving their resources into the more sophisticated industries and
relying on the poorer countries for the commodities their industries
are in a better position to provide.
The Bank and the Fund have made proposals to minimize
fluctuations in prices of primary products. These are welcome,
but they leave untouched the real problem of a long-term trend
of prices of primary products declining in relation to the prices
of manufactured goods. As productivity rises, these problems
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become more acute and raise serious questions, to which far too
little attention is paid. For example, are the developed countries
concerned about the effect of the many millions of dollars put into
the production of synthetic substitutes for commodities being
produced by developing countries, such as sisal, pyrethrum, and
rubber?
With the technological breakthrough in agriculture and the
closer integration between agriculture and industry within developing countries, the necessity for more trade between developing
countries arises, but here is another roadblock. We are reaching
a point of desperation, at which some of the giant commercial
organizations of the world are applying cutthroat policies to undermine the export markets of developing countries.
It is tragic, at a time when the World Bank is so dramatically
stepping up its assistance, that bilateral efforts of major developed
countries looked at in real terms as a percentage of GDP should
be falling off. We understand some of the reasons for this, but
cannot accept the feeling existing in many developed countries that
the flow of financial aid is not narrowing the gap and that the
effort is not worthwhile. Yet is it really aid, when the money we get
has to be repaid—often with additional interest charges—when
much of it can only be used to buy machinery or other goods from
the aid-giving country itself, sometimes at uncompetitive prices
and sometimes for industrial projects which hardly prove viable.
And further let me remind you of the extremely high rates of
interest prevailing in the world today, which have the effect of
killing some of the desirable projects stone dead.
Another roadblock we foresee in the next decade is the inadequacy of expert services to assist in feasibility studies, project
planning appraisal, and, finally, implementation. We would welcome plans to alleviate this situation, and would suggest that the
UN institutions coordinate more closely their recruitment and
grades of service. A further roadblock which needs looking into
is the difficulty which the brighter, younger, progressive men are
having in breaking through the bureaucratic hierarchy in our
institutions.
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I also wish to refer to the lack of assistance in the diversification
of the economies of developing countries. We in Kenya are able
to supply our own foodstuffs and other essentials, as well as to
produce an exportable surplus of most commodities. The target
rate of growth set out in our development plan has been achieved
over the past four years; in real terms, the GDP has risen at an
average rate of 6.3 per cent. Our next five-year development plan
aims at a higher rate, and we have good reason to be optimistic,
but not complacent. We intend to create new horizons through
development of tourism and the manufacturing industry. . . .
Let me frankly admit that the major task of development lies
with us developing countries, and that we do not expect everything
to be done for us. It is our own determination and our own efforts
which will make or break us in the next Development Decade.
However, we are dependent on the donor countries for the prices
we get for our exports, and subject to them for the prices we
pay for our imports; we are dependent on the donor countries
and international organizations for the flow of capital, and to
some extent, the flow of trained manpower. Therefore, in conclusion, may I venture to suggest that, if we are even to begin
to solve our problems, then it is for all nations to ensure that their
responsibilities are faithfully discharged, remembering that the
developing countries must be given a fair slice of the cake.
STATEMENT BY THE GOVERNOR OF THE BANK FOR PERU
Francisco Morales Bermudez C.
I have devoted close attention and deep thought to the speeches
of Mr. McNamara, President of the Bank, Mr. Schweitzer, Managing Director of the Fund, and Mr. L. B. Pearson, Chairman of
the Commission on International Development. There is nothing
that anyone can add to such brilliant expositions.
This Annual Meeting of the Fund and the Bank is held in the
spirit of international cooperation, and the principal objective of
this cooperation, in the present state of world affairs, is undoubtedly the fight against underdevelopment, which has led to the
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unavoidable need to redesign the pattern of economic relations
between industrialized and developing countries. The Bank and
Fund have taken a highly significant step in this direction during
the past few years by undertaking a review of traditional policies
and adopting new ones, within the framework of an over-all concept known as "Strategy for Development.". . .
Another special request for this "Strategy for Development"
would be that the industrialized countries be required to review
their tariff and customs policies in such a way as to abolish the
discriminatory treatment suffered by our manufactured goods, the
obstacles of a nontariff nature that hinder the marketing of our primary products, and policies encouraging uneconomic production
which eliminate all possibilities for competition and distort international trade. Consideration must also be given to the fact that
the instability of the demand for primary products leads to abrupt
fluctuations in export prices and to the progressive deterioration
of our trade relations, with a consequent reduction of our import
capacity, a fundamental variable in the growth process of the
underdeveloped economies.
In the macroeconomic context of the "Strategy for Development," particular attention should be devoted to bringing about a
significant increase in exports of goods and services, to taking
action on the factors determining the supply and demand of
employment and on productivity, and to raising the flow of capital
in the developing countries so that they may truly achieve their
development.
It is also necessary to lay down effective methods and procedures
aimed at liberalizing foreign borrowing, reducing interest rates, and
increasing the volume and duration of credits. The establishment
of an interest equalization fund, fed by contributions from international financing agencies and developed countries, might be a
solution.
It would also be desirable to proceed without more ado to the
activation of the credit system based on the special drawing rights,
which has been ratified by the majority of the member countries,
including Peru. Rapid activation of this new mechanism is sure
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to be of particular importance for the developing countries, which
are always the most seriously affected by the ups and downs of
the international cycle and the lack of liquidity of the system.
Developing countries such as Peru need to import capital goods,
which means that export credits represent an instrument of everincreasing importance, even though they involve special difficulties
and have to be administered equitably for all concerned. On the
one hand, they pose balance of payments problems for the developing countries, which find themselves in the awkward position of
having to evaluate each application in the light of their scant
possibilities, of their economic growth requirements, and principally of their external payments position. On the other hand, the
developed countries ought to review the restrictions imposed for
balance of payments reasons on their freedom to make investments
in the underdeveloped countries, installing compensatory mechanisms in which existing or future international agencies would participate, perhaps in the form of investment centers at world,
regional, or subregional level.
. . . Top priority in the economic field has been assigned to fiscal
and monetary reform and to a strengthening of the balance of payments, so as to preserve the stability needed to facilitate structural
changes and to help to re-establish confidence in the development
and investment possibilities offered to domestic and foreign capital
by those same structural changes.
Thus, where fiscal policy is concerned, it has been possible on
the basis of a rational program for keeping down inessential public
expenditures, limiting current expenditures to keep the rate of
public investment at the highest possible level, to correct the
massive fiscal deficit which for many years represented one of the
inflationary factors in the development of our economy. Although
our balance of payments position is at present sound, we must,
starting next year, have a greater volume of foreign exchange
available in order to intensify imports of capital goods not produced in Peru, a part of our economic program essential to the
strengthening of our industrial development. Refinancing of our
external public debt is therefore a matter of particular importance,
as is investment in the mining sector, a source of substantial foreign
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exchange earnings. Peru's laws on this subject are far-reaching
and positive.
Agrarian reform is progressing along the lines recommended at
Punta del Este. This is a genuine agrarian reform, enjoying both
the support of all Peruvians and full international backing. This
important measure has been undergirded by the enactment of a
Water Code, which provides for the efficient utilization of water
resources, and the establishment of credit and agricultural extension policies which, provided that sufficient financial resources are
available, will help this Revolution to achieve economic goals that
are highly beneficial and of deep social significance. The other
reforms (of the fishing industry, taxation, credit, business, and
the public administration) are being studied with the participation
of the public and the private sectors, and their results are certain
to be orderly and methodical, beneficial to the whole country.
Furthermore, foreign investment is well received in Peru and is
protected by Peruvian laws, which seek to make equitable provision for the national interests and the interests of the investor
alike. . . .
Development is our principal target, development exclusively in
the service of man. While facing up to the complexities of the
present day we are not losing sight of our fundamental intention to
speed up the rate of development. Only within a framework of
accelerated expansion of the production of goods and services
shall we be able to catch a glimpse of social progress, bring about
a better distribution of income to benefit the poorest citizens,
absorb the unemployed labor force and thereby achieve peace and
tranquillity among our people. It is certainly important to check
inflation, but this is not a goal in itself—it is merely one of the
conditions on which development depends. We are aware that
uncontrolled inflation makes it impossible to speed up the development process. But this does not mean that we agree with that
theory which recommends guaranteeing "tomorrow's" development
at the expense of a recession "today." If this is dangerous for a
country with a certain degree of development or even a developed
country, how much more of a danger does it represent for the
poor and the unemployed in the underdeveloped countries. It is
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like asking someone who is ill to say which illness he would like
to die from. . . .

STATEMENT BY THE GOVERNOR OF THE BANK FOR THE SUDAN
Mohammed El Mekkawi Mustafa
At the outset of my statement may I congratulate the President
and the staff of the Bank and the Managing Director and the staff
of the Fund for their excellent record of achievements during the
past fiscal year as reflected in their lucid and well-prepared
Reports. . . .
I now turn to the Fund and express our thanks to the Managing
Director and his staff for their efforts, which have culminated in
putting forward the SDK's to augment international liquidity which
had lagged considerably behind growth of international trade. The
effort and achievement in this respect are highly commendable.
Yet it is disheartening to note that the share of the developing
countries is going to be as meager as their rate of growth, which
will aggravate the social and economic disparity between the rich
and poor in the world community.
It is therefore earnestly hoped that some more equitable distribution will be found to favor the less developed countries. It is
further hoped that the developed countries, who will receive the
major share of the new facility, will agree to establish a link between the creation of the SDK's and development financing. It is
not asking too much to say that part of the additional resources
created by the SDR facility should be directed toward development
financing in the underdeveloped countries in order to offset the
disappointing results of the United Nations Development Decade.
My delegation strongly supports the proposal on the revision
of quotas, yet we sincerely hope that, when it is considered, a
formula will be found whereby the gap between the rich and poor
not be further aggravated. It is hoped that agreement can be
reached whereby at least the existing relative distribution of quotas
and voting powers as between the developed and the developing
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countries will be maintained, if not improved, to favor the less
developed countries.
However, it will be observed from the statement delivered by
the distinguished Governors from the less developed countries that,
nearly without exception, the problems cited seem to be so similar
that the objective observer has no option but to conclude that a
great majority of the members of these institutions have a common cause, which from the sheer unanimity of their statements
demands serious and urgent consideration by the management of
the Bank and its affiliates and by the Fund.
Finally, my delegation would like to renew its expression of
confidence in both the Bank Group and the Fund and to voice
its appreciation of the roles they have so far played in the advancement of international cooperation, and looks forward to seeing
them become more effective and more flexible in dealing with the
ever-increasing complexities of the modern economic problems
that beset the world community.
Last but not least, I wish to welcome the new member countries
to the community of the Bank Group and the Fund.
STATEMENT BY THE ALTERNATE GOVERNOR OF THE FUND
FOR THE SYRIAN ARAB REPUBLIC
Adrian Farm
It gives me pleasure to extend at the outset my warm welcome
to the new members, Southern Yemen and Swaziland. I am also
pleased to see among us the representatives of the countries that
have applied for membership, namely, the Yemen Arab Republic,
Cambodia, and Equatorial Guinea.
Our thanks go to the managements of the Fund and the Bank
for their valuable 1969 Annual Reports. We are also grateful to
these twin institutions for the second part of their reports concerning the stabilization of prices of primary products and containing
an outline of the measures they can take in the field of commodity
price stabilization.
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I would like, however, to avail myself of this opportunity to
make the following remarks:
In general we are pleased to note that the Amendment to the
Fund's Articles of Agreement has entered into force and that the
requirement for participation in the Special Drawing Account
has been met. We regret, however, that the Amendment precluded the establishment of an organic link between the creation
of SDR's and the provision of development finance to developing
countries. It clearly implies that institutions that provide development assistance are debarred from engaging in operations and
transactions involving SDR's. We feel, however, that the present
Articles of Agreement of the Fund do not rule out two alternative
versions of a link. The first version which was mentioned in a
slightly different way by Minister Colombo of Italy during last
year's Annual Meeting is that acts creating SDR's should be
accompanied by voluntary contributions to multilateral institutions
engaged in development finance. These contributions should be
made by the developed countries from their reserves and their
size would be a uniform proportion of the share of each in the
creation of special drawing rights. The second version, which is
mentioned in a just-published report by an UNCTAD Expert
Group on International Monetary Issues, is that developed countries should make contributions in their national currencies to
IDA in a uniform proportion to their annual allocations of SDR's.
My delegation, therefore, urges the developed countries who
are members of the Fund and who are the main beneficiaries from
the creation of SDR's to consider the introduction of such a link
at an early date after the activation of this new reserve asset. This
would render the distribution of benefits from the activation of
SDR's fairly equitable. A contribution to this end would also
result from approving special increases in the quotas of developing
countries. We hope, therefore, that when the Executive Directors
of the Fund proceed under the terms of the proposed Resolution
concerning the adjustment of quotas that they will take into consideration the special position of developing countries and propose
an adjustment which would give these countries a larger share in
total Fund quotas. This is justified on the ground that they are
more in need of international liquidity, their export earnings are
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subject to short-term declines, and the scope for the curtailment
of their imports is more limited in general than is the case with
the developed countries.
We welcome the recent decision taken by the Executive Board
of the Fund to create a special facility equivalent to 50 per cent
of quota in order to assist member countries to finance contributions to international buffer stocks. This decision is a major contribution by the Fund to the task of commodity price stabilization.
There is, however, one feature of the facility to which my delegation objects, namely, "that a member drawing under the facility
at a time when it still had gold tranche drawing rights at its disposal would pro tanto lose such drawing rights." We feel that this
condition is not necessary and adversely affects the international
liquidity of countries participating in international buffer stocks.
Moreover, we also regret the fact that the Fund finds it necessary
to impose the condition that drawings under the compensatory
finance facility and the buffer stock facility taken together may
at no time exceed 75 per cent of quota. We urge that this condition be dropped and that the full limits of both of these facilities,
namely, 100 per cent of quota, may in case of need be made
immediately available.
The stabilization of the prices of primary commodities is no
substitute for granting them freer access to the markets of developed countries. It is also no substitute for measures that should
be taken by the developing countries themselves in order to diversify their exports in such a manner as to increase their production
of those exports for which international demand is rising and to
lower the pace of producing those exports for which international
demand is slackening. Moreover, the developing countries have
to increase economic cooperation among themselves on a regional
or subregional basis. These measures taken by the developed
and developing countries alike are likely to put a halt to the
declining trend of the share of the developing countries in world
trade. Thus, excluding the trade of the centrally planned economies, this share declined from 30 per cent in 1948 to 20 per cent
in 1968. . . .
Measures in the field of commodity price stabilization, market
access, and supplementary financing are no substitutes for a larger
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flow of development finance. It is this belief that led UNCTAD II
to take its Decision 27(11) which recommends that each economically advanced country should endeavor to provide developing countries annually with a financial resource transfer of a
minimum net amount of 1 per cent of its gross national product
at market prices. This target which is accepted by the major
developed market economy countries is also endorsed by the
United Nations Resolution 2415 (XXIII) of December 17, 1968.
Unfortunately, however, the actual record shows that, in general,
this target is far from being achieved. Thus, the latest Annual
Report of the Bank states that the net flow of capital to developing
countries has not increased in step with the growth of the national
product of the developed countries. And this has happened precisely at a time when development assistance on an expanded
scale would enable many developing countries to consolidate the
gains they have made in recent years, and could help others to
initiate a genuine development effort.
In addition to the failure to achieve the 1 per cent target, the
over-all terms of development assistance have tended to harden.
The proportion of grants in total official disbursements has declined from 70 per cent in 1961 to 56 per cent in 1967 and the
use of the practice of tying aid to procurement in the donor country
is growing. There is no doubt that balance of payments considerations played an important role in causing this unsatisfactory state
of affairs in the field of development assistance. We hope, however,
that the imminent allocation of SDR's and therefore the expected
increase in international reserves would lessen the balance of
payments constraint and bring about a genuine move toward
achieving the 1 per cent target and improving the over-all terms
of development assistance.

STATEMENT BY THE GOVERNOR OF THE FUND AND BANK
FOR TRINIDAD AND TOBAGO
Francis C. Prevail
On behalf of my delegation and myself I wish to express appreciation to our host country, the United States of America, for its
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kind hospitality which is making our stay here in Washington a
most enjoyable one. I also wish to express our gratitude to the
President and staff of the World Bank and to the Managing Director and staff of the International Monetary Fund for the excellent
arrangements made for the meetings and for the great trouble
they have taken to see that we are well serviced.
The country which I have the honor to represent, Trinidad and
Tobago, is a small developing country which has benefited in the
past from the operations of the World Bank and the International
Monetary Fund. Both these institutions are now undergoing certain important changes, and my country is very concerned that
these changes should not worsen the position of developing members, but that they should aim at improving the operations of the
Bank and the Fund in ways which would benefit all member
countries, large and small, developed and developing.
I wish to make some brief comments on some of the changes
which are now in train in the Bank, and in the Fund. . . .
The next subject to which I wish to refer is the decision of the
Fund and Bank to stabilize the prices of primary commodities.
Developing countries require the stabilization of primary commodity prices at remunerative levels to assist them in their pursuit
of development policies and programs. We feel, however, that the
Fund and Bank should involve themselves further in this matter
and that the extension of the existing export compensatory financing facility has not gone far enough. We would propose that the
joint limit on the use of the Fund resources for both buffer stocks
and export compensatory financing should be further raised from
75 to 100 per cent of quota.
We welcome the decision of the Fund and Bank to give increased
attention to the commodity policies followed by their members.
Trinidad and Tobago, as a small country heavily dependent on
exports, is very concerned with the serious problems which less
developed countries face in their attempt to expand their exports;
for, as I stated at our meeting last year, "it is abundantly clear
that the developing countries will enjoy economic expansion only
if the world production system is restructured to allow for an
expansion in exports by these countries to the developed coun-
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tries." Within recent years we have noted the increased reliance on
protective and restrictive policies applied to trade and payments by
the developed countries. These restrictions have severely affected
and inhibited the development efforts of the developing countries.
We sincerely hope that with the establishment of the special drawing rights facility a serious effort will be made by the major countries to remove the restrictions imposed in recent years.
The reason given by developed countries for their restrictive
measures is their balance of payments position. We understand
that the special drawing rights facility is primarily intended to
relieve balance of payments pressures. Now that we have agreed
to activate this facility, we look forward to the expeditious removal
of these restrictive policies, especially as such measures, once
adopted, tend to perpetuate themselves.
There is one feature of the special drawing rights facility to
which I must refer. It has been very disappointing to developing
countries that the developed countries could not establish a link
between the creation of special drawing rights and development
finance. It is unfortunate that while the developed countries were
able to agree on the creation of a facility which will benefit them
most, they could not establish a link to development finance which
would be the benefit of developing countries. However, we have
not lost hope, as we acknowledge with gratitude the initiative of
Italy in its proposal to allocate unilaterally the foreign exchange
equivalent of a portion of its special drawing rights to the International Development Association or for investment in World
Bank bonds. We hope that the consciences of the developed countries will be so moved by this example that the question of a
link will obtain immediate study, and that a satisfactory solution
will be found in the very near future.
I now wish to say a few words on the question of quotas: we
accept and approve the Resolution on this question which is before
the meeting. There are difficulties involved in a quinquennial
review of Fund quotas, difficulties which are being compounded
by the decision to allocate special drawing rights on the basis of
existing quotas. We think it is vital for the effective functioning
of the Fund that the developing countries be adequately repre-
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sented and, as this representation is based on quotas, steps should
be taken to ensure that the result of any redistribution of quotas
should at least not adversely affect the present position of developing countries.
This year marks the twenty-fifth anniversary of the Bretton
Woods Agreement. During these twenty-five years the member
countries have together faced and overcome problems and crises
from time to time. This year we are fashioning certain changes
in the international monetary system, and Trinidad and Tobago
is confident that with continued cooperation between all member
countries, with good will and understanding among us all, the
World Bank and the International Monetary Fund will, in the
future, continue to serve the interests of developed and developing
countries alike.
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DISCUSSION OF FUND POLICY AT
CLOSING JOINT SESSION1
STATEMENT BY THE GOVERNOR OF THE BANK FOR AFGHANISTAN
Mohammed Enwer Ziyaie
It is once again a pleasure to participate in these Annual Meetings and renew my friendship with the distinguished Governors
and delegates represented here. I would also like to take this
opportunity to welcome those representatives who are participating for the first time.
During the past year, actions affecting developing countries in
the field of international finance have been mixed. On the one
hand, the special drawing rights amendment has been approved
and the number and amounts of loans by the World Bank to
developing countries have been increased. On the other hand,
however, we have witnessed a further decline in bilateral aid to
developing countries and an increase in the interest rates on loans
made by the Bank. . . .
The allocation of scarce financial resources by developing countries on scheduled debt service poses a major problem in that it
decreases the amount of capital available for development purposes. This can be overcome by concerted action on the part
of the recipient country and the lending agency. We must look to
the developed nations for trade liberalization as sources of the
foreign exchange which the developing world requires—and will
continue to require—both to service its debts and to expand its
investments. For this reason capital lending programs must be
combined with trade opportunities if debt schedules are to be
met without impeding economic progress.
1

October 3, 1969.
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On our part, Afghanistan has, within the last several years, taken
steps to improve the situation. A liberal Foreign Investment Act
was passed and, to date, has attracted a number of foreign businesses. The Government's incentive program for our major export
earners—karakul, cotton, and wool—has accelerated production
and we expect increased foreign exchange earnings from these
exports in the coming years. Additionally, recognizing our own
responsibilities for increasing development expenditures, the Government has, within the past year, adopted a number of new and
additional revenue measures, and is planning to submit a comprehensive land tax proposal to the next session of Parliament. . . .
The close relationship between problems of economic development and monetary problems has been demonstrated again during
the past year. As noted earlier, the growing cost of borrowing on
the world's capital markets, where interest charges have reached
unprecedented levels, is a major concern of developing nations.
At the same time, world monetary developments have given increased cause for concern. The need for strengthening the present
monetary system is apparent. Therefore, Afghanistan welcomes
the approval of the special drawing rights scheme. We feel that
until now, however, the opportunities to use the provisions of the
scheme to generate development assistance have not been fully
exploited and urge efforts to assure that the twin goals of liquidity
and development be maximized. We are equally concerned about
the decision to adhere rigidly to the Fund quotas in establishing
the formula for drawing rights, especially when the needs of the
small-quota developing countries are so great. We would hope that
the formula may be subject to greater flexibility in the future. In
any instance, what is needed immediately is the implementation of
the special drawing rights facility in a manner fully consistent with
world trade and financial needs. Monetary reserves should be
created at least equal to the expansion of world trade. Given its
dependence on adequate demand for primary commodities, the
developing world should insist that these criteria be met.
We also expect that certain consequences will result from SDR
activation. The systematically planned expansion of the world's
monetary reserves should in part alleviate the balance of payments
problem for the developed nations, thus permitting an increase in
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the flow of development capital to the developing countries. Deliberate reserve creation should remove the major barrier, the
transfer problem, which separates the increased wealth of the
developed world from the pressing needs of developing countries.
We are also mindful of the problem relating to the stabilization
of prices for primary products. A step in the right direction has
been taken with the decision of the Board in June to liberalize
compensatory drawing provisions for Fund members. We look for
further initiatives in the field.

STATEMENT BY THE GOVERNOR OF THE BANK
FOR THE PHILIPPINES
Eduardo Z. Romualdez
. . . I should now like, if I may, to say a few words about the
Philippine economy.
This past year the growth in our real GNP has been satisfactory
at 6.2 per cent. But certain structural problems have developed
from the pattern, pace, and direction of our past economic growth.
These defects were reflected, first, in the structure of our manufacturing; second, in the treatment of agriculture; and third, in the
lopsided character of our external debt.
The manufacturing structure was the result of our emphasis on
the establishment of light domestic processing to replace imports of
finished goods. These enterprises were fairly heavily protected
and their operations oriented almost exclusively toward serving
the domestic market. The levels of protection were also such as
to induce a proliferation of small competing plants and a tendency
toward excess capacities.
One of the effects of this structure has been to render our
balance of payments extremely vulnerable to any expansionary
measures that we might pursue to stimulate more rapid growth.
Our Government is now attempting to remedy the situation in
several ways: first, by providing special incentives for the con-
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solidation of enterprises and the integration of processing plants
with more basic manufacturing where this is found economic;
second, by providing incentives for the promotion of exports—
particularly of manufactures involving heavy labor inputs; third,
by exploring opportunities for developing complementarities with
other countries in Asia.
In agriculture, fresh opportunities for spectacular growth have
been provided by the new high-yielding varieties of rice. These
are varieties that offer increases in yields of 200 to 300 per cent,
and for this reason the varieties have been called "miracle rice"
varieties. The increases in yields, however, are achieved not by
any effortless miracle, but through fairly fundamental changes in
methods of cultivation, adequate water and proper water control,
heavy doses of nitrogenous fertilizers, insect control, rigorous
weeding.
The technological "revolution" has thus had to be accompanied
by an organizational "revolution." In crop year 1967-68, about
13 per cent of our rice lands were planted to the new high-yielding
varieties. The harvest from this 13 per cent accounted for
22 per cent of our total rice production in that year.
The exploitation of the new opportunity has only barely begun.
Further application will require expanding our irrigated area,
strengthening agricultural extension, machinery for dispensing supervised farm credit, carrying out land tenure reforms, expanding
and reorganizing the facilities for handling storage, drying, milling,
transporting, and merchandising of grain.
The forms in which external financing was raised to meet the
requirements of our past development have also placed us in debtservice difficulties. We have relied too heavily on deferred equipment credits and commercial bank financed short-term trade
credits. In recent years, the payments of interest and amortization
on these have exceeded fresh inflows of funds.
We are now in the process of analyzing our external debt structure to determine how this might best be restructured to enable us
to meet our obligations faithfully and at the same time accommodate the large requirements of future growth. . . .
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STATEMENT BY THE GOVERNOR OF THE BANK FOR NICARAGUA
Guillermo Sevilla Sacasa
Twenty-five years ago, delegates from 44 countries of five continents, of all races and political and religious creeds, had just met
at Bretton Woods to participate in the Conference of the United
Nations and the nations associated with them called by President
Franklin Delano Roosevelt for the purpose of laying the groundwork for postwar economic collaboration in the interest of peace
and prosperity for all nations.
The war of liberation was at its peak. The democracies were
battling their aggressors. The armed forces of the allied powers
were dealing devastating blows to Hitler's Germany. All the delegates were guided by the firm purpose of contributing to the preparation of a permanent program for economic cooperation and
peaceful progress. "The program you are to discuss," said President Roosevelt in his message of welcome to us on July 1, 1944,
"constitutes, of course, only one phase of the arrangements which
must be made between nations to ensure an orderly, harmonious
world . . . it concerns the basis upon which they will be able to
exchange with one another the natural riches of the earth and the
products of their own industry and ingenuity."
And the President added: "Commerce is the life blood of a free
society. We must see to it that the arteries which carry that blood
stream are not clogged again, as they have been in the past, by
artificial barriers created through senseless economic rivalries.
Economic diseases are highly communicable. It follows, therefore,
that the economic health of every country is a proper matter of
concern to all its neighbors, near and distant. Only through a
dynamic and a soundly expanding world economy can the living
standards of individual nations be advanced to levels which will
permit a full realization of our hopes for the future."
It was a beautiful message, worthy of its distinguished author.
We delegates who had come to Bretton Woods realized how strong
the arrangements that the nations were to work out together would
have to be to guarantee an orderly and harmonious world. The
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experience of the last 20 years had shown the destructive effects
of currency instability and trade dislocation.
We all felt that the placid atmosphere of Bretton Woods would
help the friendly powers, united by a common ideal, to work together in a spirit of cordiality and cooperation.
All of us still had memories of the tragedy of monetary chaos,
of restrictions of all kinds imposed on international trade, of the
system of blocked currencies, of economic isolation, of competition instead of cooperation between central banks, and of widespread unemployment that had posed another serious threat.
We were all fully aware that we had met together with the
objective of establishing the broad lines of an economic understanding among nations that would provide the world with a
guarantee that the tragic events of the period between the wars
would not occur again.
We were well acquainted with the two major propositions that
were the principal subjects for consideration at the Conference:
establishment of an International Monetary Fund which was to
provide a stable and equitable structure of exchange rates in order
to ensure the expansion of trade and the development of international markets; and creation of an International Bank for Reconstruction and Development, which was to promote international
investment.
From the complexity of the monetary and financial problems,
it became apparent that the task of the Conference would necessarily be as difficult as it was important.
We knew that the Fund and Bank Agreements would have a
large influence on the economy of all countries from the moment
these organizations began operations. Let us recall the economic
axioms of which Secretary Henry Morgenthau, Jr., Secretary of
the Treasury of the United States, and Permanent President of the
Conference, spoke to us. He said, first of all that "prosperity has
no fixed limits. It is not a finite substance to be diminished by
division. On the contrary, the more of it that other nations enjoy,
the more each nation will have for itself."
The other axiom of which Mr. Morgenthau spoke to us, a
corollary of the first, was that "prosperity, like peace, is indi-
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visible. We cannot afford to have it scattered here or there among
the fortunate or to enjoy it at the expense of others."
"Poverty," he continued, "wherever it exists, is menacing to us
all and undermines the well-being of each of us. ... All of us have
seen the great economic tragedy of our time. We saw the worldwide depression of the 1930's. We saw currency disorders develop
and spread from land to land, destroying the basis for international
trade and international investment and even international faith.
In their wake, we saw unemployment and wretchedness—idle tools,
wasted wealth. We saw their victims fall prey to demagogues and
dictators. We saw bewilderment and bitterness become the breeders of fascism, and, finally, of war."
We delegates who participated in that historic event at Bretton
Woods recalled the four international monetary conferences held
in Paris in 1867, 1878, 1881, and 1889, and the one held in
Brussels in 1892. We recalled that the first one arrived at no practical result and that bimetallism was the main topic of debate at
the others.
We were reminded how, from 1900 until before World War I,
the monetary system functioned admirably, as a general rule, under
the gold standard, with a world banking structure that had London
as its center and operated on the basis of Great Britain's formidable creditor position.
Then, unfortunately, came the war that brought about the
dislocation of the commercial and financial system, and from 1919
there was an increase in prices that made return to monetary
stability difficult.
At the end of World War I many countries had abandoned the
gold standard and their currencies were depreciated compared to
the dollar; the return to parity was one of the problems that concerned the statesmen of the time, and the International Conference
of Brussels was called in 1920 to discuss the exchange situation.
We remembered many other important events that occurred in
the world before the Bretton Woods meeting. We delegates all felt
optimistic at the opening session of the Conference.
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The institutions created at Bretton Woods have carried out a
task worthy of recognition and commendation during the last 25
years.
I pay tribute to all the public-spirited men who have directed
them and contributed to their development and success from their
high positions.
I also pay tribute to all those who have served as technicians in
these institutions, providing know-how for the missions and studies
entrusted to them.
I pay homage to the memory of all those unforgettable men who
gave valuable cooperation to these institutions and who are no
longer with us.
Some of us who participated in the Bretton Woods Conference
are present at this meeting. I mention among them Dr. Luis
Machado, who took part as delegate of Cuba and who has been
continuing his magnificent work since we elected him a Director
in Savannah in 1946.
My congratulations to the staff of the Secretariats of both
institutions, to Mr. Hebbard, Secretary of the International Monetary Fund, and Mr. Mendels, Secretary of the International Bank
for Reconstruction and Development, who have been so efficient
as well as so generous to the Governors of the member countries.
In celebrating the twenty-fifth anniversary of the Bretton Woods
Conference, and as one who had the exciting experience of participating in it, I wish to express the keen interest that I have
always had in the development of the two institutions created
there. What to some of us must have seemed a dream conceived
in the scholarly minds of such eminent figures of world renown
as Lord Keynes and Harry D. White is now a reality. The Fund,
as an operative and practical institution for monetary cooperation,
has not only fulfilled its purpose of avoiding monetary chaos, but
also provided guidance and direction to its members, to a greater
extent than was expected.
In Latin America, for example, the Fund has established closer
and more direct relations with the countries of that area, and has
functioned effectively as financial advisor, contributing to strength-
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ening the growing belief that sound, well-planned fiscal and banking
policies are essential elements on which economic development
can be safely based and carried out.
I salute with high esteem its distinguished Managing Director,
Mr. Pierre-Paul Schweitzer, and the members of its qualified technical staff with whom we have had friendly and profitable contacts
for many years. . . .
It has been a personal satisfaction to me to be given this opportunity to speak here, to indulge in a pleasant recollection of the
Bretton Woods Conference, and to mention however briefly the
magnificent accomplishments recorded throughout their successful
careers by the International Monetary Fund and the International
Bank for Reconstruction and Development, which are held in such
high esteem throughout the world and with which we feel such
close bonds.
I congratulate Mr. Pierre-Paul Schweitzer, Managing Director of
the Fund, and Mr. Robert S. McNamara, President of the Bank,
and express my praise for their distinguished work and the deep
appreciation of my Government and of myself for their outstanding individualities.
STATEMENT BY THE GOVERNOR OF THE BANK FOR DENMARK
P. Nyboe AnderSen
The international monetary system should serve a double purpose. First, the system should create opportunities for a rapidly
expanding international trade and, secondly, it should induce countries to respect certain fundamental rules of the game in adjusting
their economies to internal and external disturbances.
On the whole, our international monetary system after the war
has been able to meet these conditions. The International Monetary Fund has been a cornerstone in monetary cooperation ever
since Bretton Woods, and still is.
In our cooperation within the Fund we are now entering a new
period with the activation of the special drawing rights. I think one
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can say that now, for the first time, we aim at deciding jointly what
should be the appropriate amount of international liquidity. Denmark, like the other Nordic countries, has always supported the
idea of special drawing rights and we regard the activation of the
scheme as an important event in the history of international monetary cooperation.
At the same time we are now facing the question of the quinquennial revision of the member quotas of the Fund. My Government supports a reasonable increase in quotas not in order to make
it possible for member countries to avoid necessary adjustments but
in order to give them time for adjusting their economies without
being forced into the use of policy measures not compatible with the
fundamental rules of the game.
We must admit that right now the international adjustment process is working in a way that is not altogether satisfactory. Several
speakers have already pointed to the tremendous increase in international interest rates which may well force a country to accept
changes in its monetary policy that would not be needed from the
viewpoint of its internal economy. The system also suffers from
the damaging consequences of excessive international speculative
capital movements. There is no doubt, therefore, that certain reforms in the international monetary system might be useful, and it
is only natural that this question is now being studied carefully by
the International Monetary Fund. In my opinion there is certainly
no need to change the fundamental principles behind the Bretton
Woods Agreement. On the contrary we have to preserve those
principles. This, however, does not necessarily exclude the possibility of finding ways and means to increase the efficiency and thus
even the stability of the system.
I would not like to conclude my short statement without taking
the opportunity on behalf of the Danish Government to express a
warm appreciation to the Boards of Governors for their decision to
hold the next annual meeting in Copenhagen. My country is, indeed, both honored and pleased by the prospect of hosting such a
prominent and very important international gathering. I can assure
you that the Danish authorities are most anxious to provide the
1970 Annual Meetings with all facilities needed for the delibera-
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tions. We shall also endeavor to give you agreeable surroundings
for your stay in Denmark. So I wish all of you a happy reunion in
Copenhagen in September 1970.
STATEMENT BY THE GOVERNOR OF THE BANK FOR TURKEY
Cihat Bilgehan
It is a great pleasure for me to have the opportunity of addressing this distinguished gathering of the Governors of the International Monetary Fund and the International Bank for Reconstruction and Development.
I thank you, Mr. Chairman, for your comprehensive opening remarks, to which we have listened with great interest.
I would like to express my appreciation to Mr. Schweitzer and
Mr. McNamara and their staffs for their excellent Annual Reports.
Now, I would like to dwell on some points concerning the Fund
and the World Bank.
. . . My country is one of those which needs to further improve
the training of her labor force and augment the means of foreign
payments. Turkey has conducted her development efforts, for the
last seven years, through five-year economic plans. No doubt
almost all developing countries have to face certain difficulties in
implementing development plans. Here, I would like to state that
with the experiences gained during the past seven years, I may
venture to say that my country presents a good example of planned
development. The average growth rate was 6.7 per cent per annum
in constant prices during the first plan period, close to the plan
target of 7 per cent. The average rate has been 7.5 per cent for
the last four years. The percentage of growth for the industrial
sector has reached 11.5 per cent. The fact that all this has been
accomplished with a modest price increase demonstrates that economic development may well be achieved with price stability.
The development strategy of the second five-year plan envisaged
the development in a mixed economy benefiting from all available
domestic and foreign resources. Within the guidelines of this prin-
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ciple, private enterprise has engaged in increased activity and has
become a major factor in development, especially in the field of
industry.
One of the main objectives of the Turkish development plan is
to reach a stage of rapid and sustained growth with her own resources. In this connection, great importance was attached to the
achievement of the balance of payments of Turkey, and certain
measures were taken in this direction during recent years. Thus,
Turkish exports have shown an increase of 12 per cent during the
first eight months of this year compared with the same period
of 1968.
Turkey is one of those countries which will cease to need concessional loans in the near future. The achievement of this goal
depends mainly upon obtaining adequate foreign aid to supplement
her own resources.
The Fund Annual Report mentions rising interest rates, the
reasons for them, as well as their adverse impact on the developing
countries. In view of this fact, one cannot help expressing satisfaction for the realization of the new replenishment of the International Development Association's resources.
The long discussions on the insufficiency of international liquidity
have brought us to a satisfactory stage, thanks to the efforts made
by the Fund management and the understanding shown by its
members, through the establishment of the special drawing rights
facility. We sincerely hope that its implementation will help the
expansion and balanced growth of world trade, which is one of the
most important objectives of the Fund.

STATEMENT BY THE GOVERNOR OF THE BANK FOR GUYANA
P. A. Reid
We are running out of time. And I am not referring to this
meeting. The world is running out of time. The development of
its resources is not proceeding fast enough to provide reasonable
living standards for the larger part of its inhabitants—a vast multitude, growing with frightening rapidity.
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The twin institutions which the Bretton Woods Agreements
established twenty-five years ago have essentially, in my view, a
simple, single and basic purpose—that of facilitating the flow of
trade and capital between nations—so that, by their cooperative
effort, they might achieve what each working alone might fail to
attain: the better life for all.
We have made progress since then. I do not deny this. Indeed,
these meetings and these institutions have a great deal to be proud
of. But the pace is too slow, the effort is dwarfed alongside what
remains to be done. We have the science and the technology for
achieving higher living standards. Indeed, we have achieved very
high living standards in some parts of the world. That is just the
trouble. With the triumphs of science and technology, people have
reached the moon. But, in their aspirations to higher living standards, the undeveloped nations are still waiting for take-off.
The less developed world, on the average, achieved growth rates
of 5 per cent over the past year. Nearly one half of this is swallowed up in population increase, so that we are dealing with increases in per capita income on the order of 3 per cent. If this
rate is maintained, we should more than double the average per
capita income of developing countries by the year 2000. What
does this mean, in terms of hard money? The average per capita
income of these countries is at present $100, so, we are speaking
of average incomes on the order of something over $200 by the
year 2000.
At the other end of the scale, the average per capita income of
the developed territories is about $1,800 and is expected to rise to
$3,600 by the year 2000. It is demonstrably clear that, while incomes in the developing countries are painfully creeping up, the
gap between their incomes and those of the industrialized countries
is growing apace. . . .
Many developing countries have supported such schemes as the
SDK's and ICSID and institutions like UNCTAD in the hope that
they would derive some benefit from them, but have eventually
realized that this could not be the case.
It behooves us therefore to harness every idea, every means, to
the task of improving living standards in the less developed coun-
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tries of the world. The fact is that, with the best will in the world,
the neglected multitudes of the human race cannot, by their own
efforts alone, raise themselves out of their misery.
My country is a case in point.
It derives a large part of its GNP from exports and must obtain
by importation from other countries a large part of the goods and
services it needs for investment and consumption. It has what the
economists call a very open economy, inviting the rest of the world
to come and trade for our mutual advantage.
It is also an underdeveloped country, both in relation to the developed countries and in relation to its own potential for development.
Guyana is using its own resources to the utmost in this respect.
Its taxation effort in order to build up public savings and the cooperative endeavor of its people to develop the country are ample
proof of this. It is even putting its leisure time to work by way of
self-help projects. But, in spite of this, it cannot possibly find, in
its own resources alone, all the capital that is required to sustain a
satisfactory rate of economic growth. It must therefore look abroad
for a large part of the capital it needs for economic growth.
But my country is only one example. By far the greater number
of the countries represented at this meeting are in the same situation.
For these reasons Guyana supports the scheme of special drawing rights. The world economy must not be frustrated (by what is,
after all, a mere liquidity problem) in its efforts to expand international trade and the flow of capital from developed to the underdeveloped countries. We must realize the world's full productive
potential to the mutual advantage of all—both the developed and
the underdeveloped countries. But I confess to great disappointment that the scheme has not been weighted more toward its development potential.
The very same reasons impel me to support the proposal for
increased Fund quotas, but I shall expect the proposals to deal
fairly with the underdeveloped countries. . . .
Another feature of the underdeveloped economy which needs
attention is the narrow base of industries which supports it. That
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is why the work of the staff and Executive Directors on the problems of stabilization of primary commodity prices is particularly
useful. Guyana supports, in general, the proposals which have
emerged from this study—particularly those involving the use of
World Bank funds to finance plans for diversification of the economies of the developing countries and the use of World Bank and
Fund resources, both of money and staff, in organizing and financing international commodity arrangements for primary products....
The use of private investment capital is expensive and unattractive, in view of the very high rates of interest now prevailing. It has
been indicated that this may be partly due to the increase in inflationary demand in the United States and there is pressure on that
nation to correct this. But developing countries hope that, in doing
this, the United States will not disturb the demand for their exports,
which are of vital significance to their economies. . . .

STATEMENT BY THE GOVERNOR OF THE BANK FOR BURUNDI
Joseph Hicuburundi
The Annual Meetings of the Boards of Governors of the World
Bank and the International Monetary Fund give my country once
more the occasion to express its satisfaction at the efforts and progress made by these two institutions in seeking a better world economic and monetary equilibrium.
Burundi, like all other countries, clearly understands the close
economic interdependence of nations, and welcomes any effort
aimed at reducing present distortions, whose consequences can only
be prejudicial to the developing countries. . . .
As to the International Monetary Fund, my country has been
able to appreciate once again the support it has been given to protect its currency and improve its balance of payments.
Over and above these privileged relations, we are following with
the greatest interest the forthcoming activation of the special drawing rights, which we were one of the first countries to approve. We
expect from them a new and substantial contribution to interna-
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tional monetary equilibrium. We also wish to see in them an important element in the struggle against underdevelopment if consideration is kindly given to all the possible extensions of this innovation in the area of aid to the third world.
This progress to which we wish to pay tribute, these hopes to
which we warmly subscribe, should not, however, blind us to the
fact that a problem, that, in our view, is essential, has not yet been
solved satisfactorily. This problem is the steady deterioration of
the terms of trade.
True, excellent studies have been written on this subject by the
Bank and Fund staffs. Interesting possibilities have been examined: stabilization of export receipts, stabilization of prices by
means of international buffer stocks, and possible financing of
stockpiling activities in producing countries.
All this represents a first step toward concrete solutions of whose
complexity we are well aware. But we must regret that this
approach is slow and still inadequate in the light of the loss that
producing countries have been suffering for so long a time.
Indeed, access to the Fund's resources still seems to be too rigorously conditional. Moreover, the obligation to reconstitute the resources activated in a period of three to five years may not be consistent with the period of time necessary for the possible recovery
of commodity prices.
We fear, in sum, that the measures envisaged concentrate more
on limiting the consequences than on remedying the root causes of
the deterioration. In this connection, one must recall, as the studies
undertaken by the International Monetary Fund have stressed, that
the policies followed by the industrial countries in regard to primary
products are among the essential causes of the unfavorable development of world prices.
In conclusion, may I thank the authorities of the Bank and Fund
for the competence and devotion that they constantly demonstrate
in studying the problems of our times and express the wish that
their efforts may be as successful in tomorrow's tasks as they are
in today's.
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STATEMENT BY THE GOVERNOR OF THE FUND AND BANK
FOR THE GAMBIA
S. M. Dibba
It is a great pleasure and honor to participate in the Annual
Meetings of the International Monetary Fund and the International
Bank for Reconstruction and Development this year in Washington, and I wish to thank our American hosts for the generous hospitality they are extending to us.
. . . The declining and fluctuating prices of primary commodities
is a long-standing problem and has been discussed at length at
every international forum in the last decade. We recognize that it
is a complicated and many-sided problem, but to us in Africa it is
a matter which deserves the highest priority. About 20 primary
products make up some 70 per cent of Africa's exports and some
countries depend on one single primary product for their foreign
exchange earnings. Further, exports of primary products have
tended to expand at a much slower rate than exports of manufactured goods both in value and volume. Thus, between 1960 and
1968 exports of manufactured goods rose in value by 8 per cent,
while exports of primary products rose by only 2 per cent. Under
these circumstances we place great emphasis on commodity arrangements to reduce the amplitude of price fluctuation and to
arrest the decline in price levels. . . .
The Government of The Gambia has already accepted the
Amendment to the Articles of Agreement with reference to special drawing rights and has also undertaken all the obligations
of a participant in the Special Drawing Account of the Fund in
accordance with the laws of The Gambia and has taken all steps
necessary to carry out these obligations. It is our hope that the
increase in international liquidity through special drawing rights,
while strengthening the international monetary system, will, at the
same time, ensure a greater transfer of resources to the developing countries.
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STATEMENT BY THE GOVERNOR OF THE FUND FOR ISRAEL
Zeev Sharef
May I take this opportunity to express my deep appreciation for
the devoted and untiring efforts of the Managing Director, the Executive Directors, and the staff in carrying out the necessary
research and the preparatory consultations which enabled us to
reach this important stage in the development of the monetary
system.
I am sure that I express the hope of all of us that after having
witnessed in 1969 the final consultations concerning the SDK's we
shall in 1970 see their practical implementation. We are confident
that it will positively contribute to raising international liquidity to
the desired level.
This increase in international reserve assets will serve the longterm global needs for increased unconditional liquidity, such need
having been intensified since the middle of the 1960's. We sincerely hope that this increase will also help to avert the recent trend
toward further restrictions on trade and capital movements which
have, in great part, stemmed from the inadequacy of international
reserves.
However, even if for the record only, I would also like to stress
our belief that the proposed supplementary reserves, which will be
created by the SDR system, will not suffice to meet the needs of
international trade and finance in the coming years. We believe
that the underlying assumptions which served as the basis for the
proposal were inadequate. Those assumptions were, on the one
hand, too conservative about the future demand by the international
community for liquidity, due to the increase in economic growth
and international trade. On the other hand, it well may be that they
were too optimistic about the extent to which supplementary reserves will be created out of traditional sources.
I feel that one more reservation should be mentioned. In the
contemplated SDR system, no attempt is made to alleviate some of
the special difficulties that the developing countries encounter in
their foreign exchange reserves position.
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We regret that suggestions to link the creation of the new "unearned" purchasing power with the general problems of developing
countries have not been followed up. We assert that, after a
decision on the creation of additional reserves has been taken—a
decision which is based on the needs of international trade—the
emphasis in allocation should be less on the existing wealth of individual countries and more on the needs of countries which are beginning their take-off.
Notwithstanding these reservations, however, it is our feeling that
the actual implementation of the SDR system is the most important
task ahead of us. Therefore we have voted in favor of the Resolution as presented by the Managing Director of the Fund. We further hope that, in a few years, when the SDR's have become a
permanent and accepted feature of international liquidity arrangements, it will be possible to reconsider the allocation system, and to
attempt to achieve a solution that will also take into consideration
the special needs of the developing countries.
The year 1970 will also witness the quinquennial review of the
quotas of the member countries. Due to the great importance that
we attribute to this subject, I would like to add a few remarks in
this respect.
We think it unfortunate that the necessary preparations for the
new quota allocation will not be finished before January 1, 1970.
It means that in 1970 the SDR's will have to be allocated on the
basis of the country's national income and foreign trade for the
years 1958-62. Such an allocation of the SDR's will certainly
serve to perpetuate the distorted liquidity needs of those countries
that since 1963 have enjoyed a high rate of economic growth and
an expanding foreign trade.
This problem could be partially solved by retroactive adjustments on the allocation of SDR's, but the proposal that has been
submitted to us does not at present allow for such retroactive
adjustments.
I would suggest that, in every year during which SDR's are allocated, their allocation should be based on the total amount of
SDR's and distributed according to the quota of each individual
country in that year. The amount of SDR's allocated to that coun-
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try in the past should be deducted from that amount. In this way,
the total SDK's allocated to an individual member will always be
in the right proportion to the new current quota.
As to the coming quinquennial general adjustment of quotas, we
suggest that it should be based upon the most recent data obtainable. The 1970 revised quota has even greater importance, since
it will serve as a basis for the SDR allocations in 1971 and 1972.
The inclusion of the 1968 figures will certainly contribute to a
better representation of the liquidity needs of all Fund members.
In addition, I believe that it would be desirable to readjust quotas
more frequently—probably once every three years, instead of five,
as at present.
I would now like to add a few remarks on the factors governing
the distribution of quotas.
Almost since the establishment of the Fund, prolonged discussions have taken place concerning these factors and their relative
importance. We know that it is not possible to solve the problems
in this area at once. We feel, however, that two factors in particular should be specially considered.
Our present quotas are determined primarily by figures on imports and exports of goods. Imports and exports of services are
ignored. We feel that, in the future, services should also be included in fixing the quotas. In general, it seems to us that no
economic justification exists for a distinction between goods and
services for the purpose of fixing the quotas. The international
community has reached the stage where there are few, if any, problems in compiling data concerning the balance of services. We
therefore suggest that the newly introduced Set II calculations
should serve as the basis for the quota adjustments.
Another element that should be taken into account in establishing quotas is the increasing influence of debt service, including retirement, on the balance of payments of developing countries, in
the light of those countries' need to maintain adequate reserves.
The developing countries have to devote an increasing share of
their export earnings and capital imports to foreign debt service,
thus further limiting that part of the reserves which can be used
for financing their international trade. Any cyclical or temporary
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contractions in their export earnings will aggravate their situation
far more than that of countries with fewer expenditures for debt
service, including retirement.
We realize that special increases in the quotas of the developing
countries cannot and should not serve as a possible substitute for
long-term capital imports. They should, however, serve as a necessary supplementary measure to enable those countries to overcome
temporary setbacks.
I would now like to add a few words concerning recent economic
development in Israel. During the past two years, 1968 and 1969,
Israel has enjoyed a high rate of economic growth. The GNP has,
during those years, grown at an average annual rate of 12 per cent.
Gross investment has grown at an average annual rate of 17 per
cent, and industrial exports, which must be the basis for export
expansion in the future, at a rate of 20 per cent.
However, the further development of our economy and special
needs due to our international situation have jointly caused a rate
of increase in imports that has exceeded an otherwise satisfactory
growth in our exports. These factors have resulted in a temporary
increase in the balance of payments deficit, and in a drop in the
level of our foreign exchange reserves.
In order to deal with this problem, we have taken certain monetary and fiscal measures designed to reduce that part of our imports
that is not essential to further economic development. We hope to
see the effects of those measures during the coming year and are,
of course, keeping the situation under close review.
I would like to thank the Managing Director and the Executive
Directors of the Fund for their cooperation and for the understanding they have shown of the difficulties we have encountered during
the past year. I particularly would like to add an additional word
of gratitude for their response in connection with our recent drawing. In conclusion, I would like to repeat the expression of hope
with which I began—that the coming year will see further, and even
more meaningful, developments in our international monetary cooperation, which will accrue to the benefit of all our members and
of all mankind.
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STATEMENT BY THE GOVERNOR OF THE FUND AND BANK
FOR CEYLON
U. B. Wanninayake
Mr. Chairman, let me at the outset congratulate you on your
being appointed the Chairman of this meeting. I would like also
to say how pleased I am to be in Washington once more. As usual,
the President of the Bank, Mr. McNamara, and the Managing
Director of the Fund, Mr. Schweitzer, have given us the best in
leadership and service. The Annual Reports of the two institutions
are documents which are of immense value.
Both the Bank and the Fund have continued to play a very helpful role in my country's efforts toward economic progress. I would
like here to record our appreciation of the work done by their staffs
to help us in our endeavor to solve our problems. . . .
Let me now turn to matters concerning the Fund. The maturing
of the SDR scheme is naturally a matter for great satisfaction. It is
a notable step forward in international monetary cooperation. But
I would like now to express some of my thoughts about future steps
that could be taken. I have, at each of these Annual Meetings,
which I have attended since 1965, persisted in referring to the desirability of establishing a link between the creation of new reserve
assets and the flow of resources for development. I am glad, indeed, that there now appears to be growing support for this proposal. It was clear to me that the volume and timing of new reserve
creations should be determined strictly by global liquidity needs.
The SDR scheme ensures that this is so, but, once additional liquidity has been created, it is appropriate to ask whether the relief this
would provide to the advanced countries should not be made an
occasion for augmenting the much-needed flow of resources for
development. The arguments in favor of this have been made elsewhere and I will not go over them again. I am aware that the present SDR scheme rules out the possibility of an "organic" link between liquidity creation and resources for development, but numerous methods could be devised by which the recipients of SDR's
among the advanced countries could make a fair proportion of the
additional resources accruing to them available for development
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financing. I am aware that this question has recently been studied
in detail in other forums, notably by UNCTAD. I would wish to
commend these ideas for further consideration and make the specific proposal that the Fund, possibly in collaboration with the
Bank, make a complete study of this issue, and I do hope that
concrete and practicable proposals would emerge out of this.
I welcome the statement of the Managing Director on the first
day concerning the need to supplement the SDR scheme by providing to member countries further access to liquid resources
through an increase in Fund quotas. The developing countries are
greatly in need of bigger quotas in the Fund. While they normally
share in the general increases in quotas that take place periodically,
I would like to suggest that a review be made as to the basis on
which their quotas have been established with a view to adopting
more appropriate yardsticks than those applied in the past. In this
connection, some special weight needs to be given to the consideration that the Fund is a more important source of short-term resources for developing countries than is the case with advanced
countries. The developing countries have very small reserves and
limited access to other sources of short-term resources. In connection with quotas, I wish also to express my concern about another
possible development. This is about the need not merely to maintain the relative share of developing countries in the Fund quotas,
but also to increase their share. The relative share in quotas is important not only in the context of the scheme for SDR's, but also
in the context of the role which developing countries play in the
decision-making process of the Fund. Unless such action is taken
to reverse this trend, particularly through a selective increase in the
quotas of developing countries, there is a danger that their relative
share in quotas will tend to fall. This is because developing countries are experiencing a progressive decline in their share in world
trade, which has been an important yardstick in the determination
of quotas.
I would like to welcome the constructive role which the Fund has
played in respect to the problems caused by the instability of primary products. The new facility relating to buffer stock financing
is one of the elements in this constructive role. It should be appreciated, however, that not all primary producing countries are in a
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position to benefit from this facility. In the case of my own country, for example, exporting mainly tea, I see little prospect for the
application of this instrument. Nevertheless, for us the problem of
declining primary product prices is as acute as ever. A persistent
long-term trend of falling tea prices has further aggravated our balance of payments this year. In recent years, my country has witnessed a very successful upturn in economic activity based on the
expansion of domestic agriculture and domestic industry. This
process of economic recovery was assisted by external resources
from donor countries, the Bank and the Fund, but our successes
on the domestic front have not provided the relief they should have
provided for our balance of payments because our export earnings
have been undermined by declining prices for our commodities,
particularly tea. We are endeavoring, in cooperation with producer
and consumer countries, to bring about an international arrangement that would stabilize and strengthen the price of tea, but, in the
meantime, we continue to suffer from these adverse developments.
What is more, our current difficulties have been intensified by the
need to repurchase drawings made earlier under the compensatory
financing facility despite the fact that our export earnings have not
recovered and did in fact fall below the level reached at the time
the drawing was made. I would like very earnestly to suggest that
the Fund give some further thought to this problem with a view to
easing the burden of repurchase in situations such as this. I would
like, in particular, to suggest that attention be given to the possibility of either extending the repurchase period over a much longer
interval or of making repurchases conditional on the recovery of
exports.
Finally, I would like to refer briefly to the question of the adjustment mechanism. I have been much interested by the ideas currently
being canvassed about reforms which would permit a great measure
of exchange rate flexibility. I do not wish to comment on the effectiveness of these changes for the advanced countries, although I
should say that they are to be welcomed to the extent that they
enable these countries to pursue more liberal policies in the fields
of aid and trade. I would like to urge that an extensive study be
made on the implications of these proposals for the developing
countries, particularly in terms of their possible impact on their
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reserves, their terms of trade, and the domestic prices of their primary commodities. I can see some awkward problems that may
arise, and I would like to say at this stage that these need to be
studied. The developing countries, however, face another question
concerning the exchange rate system most appropriate to their
needs and I do not think that the move from a fixed exchange rate
to a system of very limited flexibility would provide the answer for
developing countries. Their requirements may be of a different
kind, perhaps in the direction of a greater degree of flexibility, and
the adoption, where appropriate, of dual or even multiple exchange
rates. I would like also to say that when exchange rate adjustments
are considered for developing countries, special attention needs to
be given to the possible impact of these adjustments on their terms
of trade and on the domestic price cost structure.
STATEMENT BY THE GOVERNOR OF THE FUND
AND BANK FOR LESOTHO
P. N. Peete
Allow me to join in the welcome already extended to the new
members of our institutions, and in particular to our neighbor,
Swaziland, and Southern Yemen, both of whom are taking part
in these meetings for the first time. . . .
With regard to some of the important issues that have been
raised and discussed here, I would like to make the following
brief comments. First, that to my country, which is heavily dependent on other countries for budgetary and development aid, the
year under review has been one of encouragement, hope, and
despair. . . . The year was also full of hope because of the agreement to activate the special drawing rights scheme. The Managing
Director of the Fund, Mr. Schweitzer, and those who work so
untiringly on this scheme deserve a special word of appreciation
from us all. Lesotho will formally participate in this scheme. The
activation of special drawing rights has proved once again that
with determination and good will we are still capable of solving
some of the most difficult economic and monetary problems that
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confront our world. The year is also full of despair at the rising
interest rates in major capital markets as a result of excessive use
of monetary policies to restrict inflation. This general increase
in interest rates which led to an increase in the Bank's lending
rate, can only compound the debt-servicing problems of many
developing countries, especially when they embark on social and
educational programs that yield returns in the long run. This
prospect is disturbing to us and we appeal to developed countries
not to overlook the interests of developing countries, especially
small ones, in their efforts to contain inflation and achieve balance
of payments equilibrium.
Secondly, the flow of official resources from developed to developing countries is already leveling off before reaching a magnitude sufficient to meet identified development needs. The resulting
gap can only be filled by private capital investment and know-how.
Through various tax concessions and inducements and through the
establishment of a Development Bank, we in Lesotho are already
taking steps to maximize this flow. But all these will not avail
unless close cooperation between donor and recipient countries is
achieved in order to stimulate this flow and unless there is further
cooperation among contiguous developing countries in order to
avoid the risk of cut-throat competition to attract such investment. . . .
Finally, I would like to offer one very general comment. Despite
all that has been said and written, especially in this very forum
over the past few days, I am left with the impression of two worlds
each of which is imperfectly aware of the other's existence and
needs. Each sees the other "as through a glass darkly" and only
dimly comprehends the other's needs and motives. This is a sad
commentary on an age remarkable for its technological achievements in the field of communication. I have no doubt that we
have both the will and the means to do much more than we are
doing. All that is missing is determination.
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CONCLUDING REMARKS 1
STATEMENT BY THE CHAIRMAN OF THE EXECUTIVE BOARD AND
MANAGING DIRECTOR OF THE INTERNATIONAL MONETARY FUND
Pierre-Paul Schweitzer
This has been a fruitful meeting as regards both the proceedings
in this hall and the close and constructive consultations that my
colleagues and I have had with many delegations.
The main actions of the Fund at this meeting have been in the
field of international liquidity: the decisions to begin allocation of
special drawing rights and also to set in motion the quota review,
which I trust will before long result in an appropriate increase of
members' quotas. As many Governors have stressed, the establishment and activation of the special drawing rights facility constitute a momentous innovation in the international monetary system—a landmark in the process of international monetary cooperation. It is gratifying that participation in the Special Drawing
Account has grown further during this week, so that now 74 members are participants. From indications received during the past
few days I am sure that by the end of this year most of the other
members will have completed the necessary steps for participation
and will thus be able to share in the first allocation of special drawing rights on January 1, 1970.
Many Governors have expressed the hope that the increased
reserve ease resulting from the allocation of special drawing rights
should lead to an expansion of development aid. I share this view.
I believe, as I said on Monday, that conditions should now be
favorable for a major improvement in the volume and quality of
development aid and for a decisive check to regressive tendencies
in trade and payments liberalization. I trust that the report of the
Pearson Commission will help toward the fulfillment of these hopes.
1
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For our part, we in the Fund shall study most carefully the suggestions made in that report.
I have noted the many statements made on the problems that
face developing countries because of the fluctuations in commodity
exports. In the past year the Fund has made a further contribution
in this respect. We are aware of the many difficulties that remain,
including access to the markets of the developed countries. We
shall continue to pay close attention to the problems in this area.
In my opening remarks I invited Governors to comment on the
topic of exchange rate flexibility. The observations that Governors
have made will be of great value to the further study of this subject
by the Fund. This study will have to encompass intricate technical
questions and will have to give due weight to the wider policy
aspects of the exchange rate system as it affects the interests of all
Fund members. In my opening statement I indicated that the study
could investigate whether a limited increase in flexibility of exchange rate variation would be desirable and attainable with the
necessary safeguards; and through what means any such increased
flexibility might be achieved. I believe I am right in saying that the
range of views expressed by Governors has supported this approach
to the study.
On Monday I announced that the German authorities had informed the Fund of their decision not to confine the rate for the
deutsche mark to the prescribed margins when the exchange markets in Germany were reopened on Tuesday. The Executive Board
has considered this question and has expressed the expectation that
this temporary departure from the par value system will be brought
to an end at the earliest opportunity. We continue to be in close
consultation with the German authorities. I am confident that the
situation of the deutsche mark will be regularized in accordance
with the interests of the whole international community.
I have touched briefly in these remarks on the questions of international liquidity and exchange rates. I should not like to end without emphasizing again that the provision of international liquidity
and the adjustment of exchange rates, whenever this is necessary,
are in no way substitutes for the economic policy measures that
governments must be prepared to take in order to keep their econ-
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omies in line internationally and to bring them back into line once
disequilibria have arisen. The pursuit of an effective adjustment
process lies at the very heart of the Fund's activities, and we shall
again devote our energies to it in the coming year—in consultation
with individual countries as well as in our more general work.
I should like to conclude by thanking Governors for their valuable comments and suggestions; by expressing my appreciation to
you, Mr. Chairman, and to your colleague for the exemplary manner in which you have conducted these meetings; and by congratulating the Governors for Tunisia who are to succeed you in the year
ahead. I look forward to seeing all of you again in Copenhagen
in 1970.
STATEMENT BY THE GOVERNOR OF THE FUND FOR TUNISIA
Hedi Nouira
It is indeed a signal honor that you do to Tunisia in asking it to
serve as Chairman at our next meeting.
I find it a very great privilege to express my thanks to you for
this invitation on both my country's and my own behalf.
I interpret this gesture as a mark of esteem toward a young
nation, heir to an ancient civilization, which, despite its undeniably
limited resources, is making a sustained effort to promote a new
society within which man, in full possession of all his rights, will
assume the responsibility for his own future.
The fact that you have accorded this distinction to an African
representative has a very particular significance, indicative as it is
of the interest you attach to the development and advancement of
Africa. I have no doubt that this gesture of recognition will encourage African leaders to assess their responsibilities and to shoulder
them resolutely and conscientiously.
The distinction you have accorded to us has thus added one more
to the long list of obligations to which the African nations must face
up if they are to lessen the wide and very serious gap separating
them from the industrialized countries.
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They will no doubt find that the sum total of their efforts and
energies is not sufficient to enable them to achieve this goal as
quickly as is to be desired. The main thing is that they start out
on the right road and make judicious and effective use of their own
resources and of any others that may be made available to them.
It is my opinion, nay firm conviction, that such is their intention
and desire.
Once again, I thank you all for this mark of your esteem, which
my country appreciates most highly.

CLOSING REMARKS BY THE CHAIRMAN OF THE BOARDS OF
GOVERNORS OF THE BANK, IFC, AND IDA, THE GOVERNOR
OF THE BANK FOR ARGENTINA 2

Egidio lannella
These meetings, which are drawing to a close, will stand as important landmarks in the history of our organizations.
I am sure all join me in thanking Mr. Pearson and the members
of the Commission on International Development for their challenging report, and I urge my fellow Governors to accept such
challenge and to give serious study and consideration to its conclusions and proposals in the search for a new and more efficient
strategy for economic and social development.
The Governors of the Fund have decided to make the first allocation of special drawing rights beginning on January 1 next year.
This decision to make the future growth of international liquidity
subject to the considered judgment of the international community
has been referred to as historic, and I am sure that we all concur
with this assessment.
During these past few days we have heard valuable and interesting comments and ideas in matters that concern and affect us all,
and although certainly there is not universal agreement on many
proposals I am sure we can all look forward to the actions that will
2

See footnote on page 2.
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be taken on these matters by our organizations in the period immediately ahead.
I am sure that Governors will follow with interest the work of
the Fund Executive Directors pursuant to the Resolution on the
review of quotas, and in continuing their studies on the exchange
rate system.
And now, on behalf of my fellow Chairman, Governor Dagnino
Pastore, and myself, I wish to thank all those who have contributed
to the success of these meetings. I wish you all Godspeed and a
safe return to your homes, and declare the 1969 Meetings of the
Boards of Governors of the Bank and its affiliates and the Fund
adjourned.
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SCHEDULE OF MEETINGS
Monday
September 29

10:00 a.m.—JOINT BOARDS
Opening Ceremonies
Address from the Chair
Annual Address by President,
IBRD, IFC and IDA
Annual Address by Managing
Director, IMF
5:00 p.m.—Joint Procedures Committee

Tuesday
September 30

9:30 a.m.—JOINT BOARDS
Annual Discussion

Wednesday
October 1

9:30 a.m.—IBRD, IFC AND IDA BOARDS
Annual Discussion

Thursday
October 2

9:30 a.m.—IMF BOARD
Annual Discussion
Joint Procedures Committee Report
3:00 p.m.—JOINT BOARDS
Annual Discussion
5:00 p.m.—Joint Procedures Committee

Friday
October 3

9:30 a.m.—JOINT BOARDS
Conclusion of Annual Discussion
Joint Procedures Committee Reports
Comments by Heads of Organizations
Closing Remarks from the Chair
Adjournment
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PROVISIONS RELATING TO THE CONDUCT
OF THE MEETINGS
Admission
1. Sessions of the Boards of Governors of the Bank, the Fund,
IFC and IDA, including joint sessions, shall be open to accredited observers, the press, guests, and staff.
2. Meetings of the Joint Procedures Committee shall be open only
to Governors who are members of the Committee and their
advisers, to Executive Directors, and to such staff as may be
necessary.
Procedure and Records
3. The Chairmen of the Boards of Governors will establish the
order of speaking at each session. Governors signifying a desire to speak will generally be recognized in the order in which
they asked to speak.
4. With the consent of the Chairmen, a Governor may extend his
statement in the record following advance submission of the
text to the Secretaries.
5. The Secretaries will have verbatim transcripts prepared of the
proceedings of the Boards of Governors and the Joint Procedures Committee. The transcripts of proceedings of the Joint
Procedures Committee will be confidential and available only
to the Chairmen, the President of the Bank and Affiliates, the
Managing Director of the Fund, and the Secretaries.
6. Reports of the Joint Procedures Committee shall be signed by
the Committee Chairmen and the Reporting Member.
Public Information
7. The Chairmen of the Boards of Governors, the President of the
Bank and Affiliates, and the Managing Director of the Fund
will communicate to the press such information concerning the
proceedings of the Annual Meetings as they may deem suitable.
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AGENDA
1. 1969 Annual Report
2. Financial Statements and Audit Report
(Appendix VI of 1969 Annual Report and Fund Documents Nos. 4 and 5)
3. Administrative Budget for Fiscal Year Ending April 30, 1970
(Appendix IV of the 1969 Annual Report and Fund Documents Nos. 5 and 6)
4. General Reserve and Distribution of Net Income
(Fund Document No. 7)
5. Amendment of the By-Laws
(Fund Document No. 8)
6. Changes in Rules and Regulations
(Fund Document No. 9)
7. Allocation of Special Drawing Rights for the First Basic Period
(Fund Document No. 10)
8. Adjustment of Quotas
(Fund Document No. 11)
9. Membership Applications
(a) Yemen Arab Republic
(Fund Document No. 12)
(b) Equatorial Guinea
(Fund Document No. 13)
10. Place and Date of 1971 Annual Meeting
11. Election of Officers and Joint Procedures Committee for
1969-70
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REPORTS OF THE JOINT PROCEDURES
COMMITTEE
Chairmen
Vice Chairmen

Argentina
Belgium
Nepal
Zambia

Reporting Member

Other Members: Costa Rica, Dominican Republic, France, Gabon,
Germany, India, Italy, Kuwait, Libyan Arab Republic, Philippines, Rwanda, Saudi Arabia, Sweden, Trinidad and Tobago, United Kingdom,
United States

Report 1 1
September 30, 1969
Mr. Chairman:
A meeting of the Joint Procedures Committee was held on
September 29, 1969 to consider certain matters pertaining to the
Special Drawing Account in the International Monetary Fund and
certain other matters arising from the entry into force of the
Amendment to the Fund's Articles on July 28, 1969. These matters are:
1. Amendment of the By-Laws (Fund Document No. 8)
[Annex I]
2. Review of changes in the Rules and Regulations (Fund Document No. 9) [Annex II]
3. The Managing Director's Proposal for the Allocation of Special Drawing Rights for the First Basic Period (including the
procedure for voting on the Resolution for allocation) (Fund
Document No. 10) [Annex III]
1

Report I and Resolutions No. 24-9, No. 24-10, and No. 24-11 recommended therein were adopted by the Board of Governors of the Fund on
October 2, 1969. Resolution No. 24-12 was adopted on October 3, 1969.
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The amendments of the By-Laws recommended by the Executive Directors were circulated to Governors in Fund Document
No. 8. The changes in the By-Laws are needed because of the entry
into force of the Amendment to the Fund Agreement establishing
the Special Drawing Account and modifying certain of the Fund's
Articles. The Committee recommends the adoption of the Resolution 2 in Fund Document No. 8 which would bring these proposed
changes into effect. It is noted that a further By-Law concerning
the Committee on Interpretation will be submitted to the Board of
Governors at a later date.
Executive Directors have adopted certain changes in the Rules
and Regulations needed to establish the procedures for the operation of the Special Drawing Account and the use of special drawing rights, as well as to deal with the other modifications of the
Fund's Articles. In addition, Rule I-4(b)(ii) was amended since
the last Annual Meeting to raise the ceiling on amounts to be excluded from the determination of Fund currency holdings for the
purpose of computing charges. The Committee recommends the
adoption of the Resolution3 in Attachment 2 of Fund Document
No. 9 by which the Board of Governors would complete its review
of these amendments.
The Committee has considered the Managing Director's Proposal on the Allocation of Special Drawing Rights for the First
Basic Period and the procedure for voting by the Board of Governors on the adoption of the proposed Resolution on allocation.
In light of the Report that he has submitted with his Proposal, the
Committee recommends the implementation of the Managing
Director's Proposal by the adoption of the Resolution4 set forth
in Part III of Fund Document No. 10.
With respect to the procedure for voting on this Resolution, the
Committee proposes that the Board of Governors vote by ballot in
accordance with the rules for the conduct of the vote as set forth
in the draft Resolution attached to this Report.5 Under these rules,
votes would be cast at a call of the Governors of participants during
2

Resolution No.
Resolution No.
4
Resolution No.
5
Resolution No.
3

24-9; see page 320.
24-10; see page 325.
24-12; see page 326.
24-11; see page 326.
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the Fund session to be held on Thursday morning, October 2, and,
thereafter, Governors of participants that had not voted during the
call would be able to cast their votes until 10:00 a.m. Friday, October 3, 1969, at a polling place to be designated by the Chairman.
The Chairman would be authorized to appoint tellers and otherwise
to take such action as may be necessary for the conduct of this vote.
This procedure is recommended because of the need, first, to ascertain that the decision was taken by the required 85 per cent majority of the total voting power of participants, and, second, to have a
record of which Governors for participants did or did not vote in
favor of the Resolution for the purposes of the provisions of Article
XXIV, Section 2(e), with respect to the right of a participant to
"opt out" of allocations made under a decision for which its Governor did not vote in favor. The Committee recommends the adoption of the attached draft Resolution5 which would establish the
procedure for the vote on the Resolution on the Allocation of Special Drawing Rights for the First Basic Period.
Approved:
/s/ JOSE MARIA DAGNINO PASTORE /s/ E. H. K. MUDENDA
Argentina—Chairman
Zambia—Reporting Member

Annex I to Report I
September 29, 1969
Dear Mr. Chairman:
As a consequence of the entry into force of the Amendment of
the Articles of Agreement on July 28, 1969, it is recommended that
various sections of the By-Laws be amended by the Board of Governors in order to give effect to the establishment of the Special
Drawing Account and to improve the rules and practices of the
Fund. Attached are the proposed amendments to the By-Laws,G
<;

Resolution No. 24-9; see page 320.
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which it is suggested that the Board of Governors act upon at the
forthcoming Annual Meeting. A further amendment concerning
the Committee on Interpretation will be submitted to the Governors at a later time.
Very truly yours,
/s/
PIERRE-PAUL SCHWEITZER
Managing Director
and
Chairman of the Executive Board
Chairman of the Board of Governors
1969 Annual Meeting
International Monetary Fund
Annex II to Report I
September 29, 1969
Dear Mr. Chairman:
In accordance with Section 16 of the By-Laws, the attached
amendments of the Rules and Regulations are submitted for review
by the Board of Governors.
On November 1, 1968, Rule I-4(b)(ii) was amended to raise
the ceiling on amounts to be excluded from the determination of
certain currency holdings by deleting "Moo of 1 per cent" and
substituting "Mo of 1 per cent" and by adding to the sentence
"and amounts in sundry cash accounts."
As a consequence of the entry into force of the Amendment of
the Articles of Agreement on July 28, 1969, the Rules and Regulations were amended on September 18, 1969 in order to give effect
to the establishment of the special drawing rights facility and to
make modifications in the rules and practices of the Fund.
The Rules as now amended are set forth in Attachment 1. A
proposed Resolution for the consideration of the Board of Governors is set forth in Attachment 2.7
7

Resolution No. 24-10; see page 325.
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The Executive Directors have made no other changes in the
Rules and Regulations since the last Annual Meeting.
Very truly yours,
/s/
PIERRE-PAUL SCHWEITZER
Managing Director
and
Chairman of the Executive Board
Chairman of the Board of Governors
1969 Annual Meeting
International Monetary Fund

Attachment 1 to
Annex II of Report I
AMENDMENTS TO THE RULES AND REGULATIONS
OF THE INTERNATIONAL MONETARY FUND 8
B—TERMS, DEFINITIONS, AND SYMBOLS
EMPLOYED IN THIS DOCUMENT

B-l. Executive Director, except where otherwise specified, shall
include the Alternate or the temporary Alternate, as the case may
be. In matters pertaining exclusively to the Special Drawing Account references in these Rules and Regulations to Executive Director, other than in Rules C-l, C-5(a), C-15, and C-16, shall apply
to an Executive Director appointed or elected by at least one member that is a participant.
C—MEETINGS OF THE EXECUTIVE BOARD
C-5. (a) Any Executive Director may participate in any meeting of the Executive Board or committees of the Executive Board.
8

The amendments to Rules B, C, D, G, I, J, and K, shown in italics, were
made on September 18, 1969. Rules O to R were added on the same date.
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(b) In the absence of the Managing Director, the Deputy
Managing Director shall act as Chairman and shall
have a deciding vote in case of an equal division. In
the absence of both the Managing Director and the
Deputy Managing Director, the Executive Director
selected by the Executive Board shall act as Chairman. An Executive Director shall retain his right to
vote when serving as Acting Chairman.
Voting
C-10. The Chairman will ordinarily ascertain the sense of the
meeting in lieu of a formal vote. Any Executive Director may require a formal vote to be taken with votes cast as prescribed in
Article XII, Section 3(i), or Article XXVII(a) (Hi).
D—APPLICATION FOR MEMBERSHIP, CHANGES IN QUOTAS,
AND APPLICATION TO BE AN OTHER HOLDER OF
SPECIAL DRAWING RIGHTS

Application for Membership
[addition of subheading]

D-l.
D-2, D-3.

Quotas
[addition of subheading]
Other Holders

D-4. When an application to be permitted to accept, hold, and
use special drawing rights under Article XXIII, Section 3, is received by the Fund and it is placed before the Executive Board, the
Chairman shall announce a reasonable time to be allowed for discussion and preliminary investigation by the Executive Board before a decision is reached to proceed with the formal investigation.
If this decision is in the affirmative the Fund may proceed to obtain
all relevant information and discuss with the applicant any matters
relating to its application. Any Executive Director may request
such information to be added to the list requested of the applicant
as in his opinion is relevant to the decision to be made. The Execu-
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live Board shall then decide whether to submit an application with
its views to the Board of Governors for a telegraphic vote or hold
the application until the next meeting of the Board of Governors.
G—OPERATIONS AND

TRANSACTIONS

G-l. Each member shall designate a fiscal agency in accordance
with Article V, Section 1, and may change the agency after notifying the Fund.
I—REPURCHASES AND CHARGES 77V RESPECT OF
GENERAL ACCOUNT TRANSACTIONS

1-2. The service charge payable by a member buying the currency of another member in exchange for its own currency shall be
paid at the time the transaction is consummated. The service
charge payable for such transactions taking place after November
30, 1951, shall be ¥2 of 1 per cent, except that beginning July 28,
1969, no service charge shall be payable in respect of any purchase
to the extent that it is a gold tranche purchase. The service charge
shall be reviewed in connection with any review of charges under
Rule 1-4.
1-4. (b) (ii) The Fund's holdings of each member's currency
shall consist of all of its currency except amounts,
not in excess of Mo of 1 per cent of the member's quota, in a special account to meet administrative expenses and amounts in sundry cash
accounts.
1-9. (a) Remuneration shall accrue daily and shall be paid as
of the end of each financial year of the Fund. Remuneration shall be paid in gold to the extent that receipts
of gold, during the financial year, in payment of
charges under Article V, Section 8(f), exceed payments
during that year of gold as transfer charges and interest
on borrowings. If the amount of gold thus available is
less than the total remuneration to be paid, the gold
shall be paid to each member in proportion to the
remuneration to which it is entitled.
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(b) Payments in gold pursuant to (a) above shall be made
only to the extent that these can be effected in bars.
(c) Any remuneration due to each member and not payable in gold shall be paid in that member's currency.
(d) The Executive Board shall review from time to time
the rate of remuneration and the extent to which remuneration shall be paid in gold.
j__ACCOUNTING AND REPORTING

Accounts
J-l. (a) The accounts of the General Account shall be kept in
terms of the currencies held in the General Account
and United States dollars on the basis of the established parities.
(b) The accounts of the Special Drawing Account shall be
kept in terms of the unit of value of special drawing
rights.
J-2. The accounts of the General Account and the Special
Drawing Account shall be kept in a manner that will show clearly
the nature and amount of each operation and transaction, the position of the General Account and the Special Drawing Account, the
position of each participant and each other holder, and the nature
and amount of all operations and transactions in special drawing
rights.
J-3. (a) A summary statement of the operations and transactions conducted through the General Account and the
holdings in the General Account of gold, special drawing rights, and currencies of members shall be issued
at intervals of three months or less, and a monthly
statement of balances shall be sent to all members.
(b) A summary statement of all operations and transactions in special drawing rights, and the position of
each participant and each other holder shall be issued
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at intervals of three months or less, and a monthly
statement of balances of special drawing rights shall
be sent to participants and other holders.
(c) A monthly summary statement of all transactions under Article XXV, Section 2(a), (b)(i), and (b)(ii), shall
be sent to all participants.
Annual Budget
J-4. The Managing Director shall prepare an annual administrative budget, which shall include a projection of the expense
of conducting the business of the Special Drawing Account, for
presentation to the Executive Board for approval not later than
April 1 of each year.
J-5.

Annual Report
[addition of subheading]

J-6.

Audit
[addition of subheading]
K—LIMITATION AND INELIGIBILITY

K-l. The Managing Director shall report to the Executive
Board any case in which it appears to him that a member is not
fulfilling obligations under the Fund Agreement that could lead
to the application of the provisions of Article XV, Section 2.
O—TRANSACTIONS INVOLVING SPECIAL
DRAWING RIGHTS

Currency Convertible in Fact
O-l. In deciding whether currency is convertible in fact under
Article XXXII(b), the Fund will consult participants with respect to
(i) procedures for the convertibility of currencies in
accordance with Article XXXII(b)(l), and
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(ii) arrangements for the conversion of balances of currency into a currency convertible in accordance with
Article XXXII(b)(l).
The Fund shall inform all participants of the procedures or arrangements for conversion. Participants shall consult the Fund
with respect to any changes they propose to make in their procedures or arrangements.
O-2. (a) Currency shall cease to be convertible in fact if
(i) the issuer of that currency notifies the Fund
that the currency will no longer be convertible in
fact; or
(ii) the Fund decides after consultation with the
issuer of the currency that the currency is no
longer convertible in fact.
(b) If a participant receives currency in a transaction
under Article XXV, Section 2(a), which cannot be
converted into the currency desired in accordance
with Rule O-6 it shall inform the Managing Director
and may return the currency to the designated participant which shall substitute other currency convertible
in fact.
Exchange Rates
O-3. The exchange rate in terms of special drawing rights for
a currency provided in a transaction between participants or
involved in a conversion associated with such a transaction, shall be
(i) for the United States dollar: its par value;
(ii) for the currency of a participant having an exchange
market in which the Fund finds that a representative
rate for spot delivery for the United States dollar can
be readily ascertained: that representative rate;
(iii) for the currency of a participant having an exchange
market in which the Fund finds that a representative
rate for spot delivery for the United States dollar
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cannot be readily ascertained but in which a representative rate can be readily ascertained for spot
delivery for a currency as described in (ii): the rate
calculated by reference to the representative rate for
spot delivery for that currency and the rate ascertained pursuant to (ii) above for the United States
dollar in terms of that currency;
(iv) for any other currency: a rate determined by the
Fund.
O-4. The exchange rate for each currency for the purposes of
Rule O-3 shall be determined as of:
(i) the date of dispatch of the Fund's designation instruction in a transaction under Article XXV, Section 2(a), or
(ii) the date of dispatch of the notification under Rule
O-10 by the participant using special drawing rights
in any other transaction.
O-5. Exchange rates shall be determined under Rules O-3 and
O-4 by procedures established in consultation between the Fund
and the participants.
Provision and Conversion of Currency
O-6. A participant shall inform the Fund of its intention to
use special drawing rights in a transaction under Article XXV,
Section 2(a). If it desires a particular currency convertible in
fact pursuant to Rule O-l(i), the participant shall indicate this
in its communication.
O-7. In a transaction under Article XXV, Section 2(a), the
instructions for any conversion of currency provided pursuant to
Rule O-l(i) or Rule O-l(ii) shall be given by the Fund in accordance with the indication under Rule O-6. In any other
transaction, a participant using special drawing rights may ask
the Fund in its notification under Rule O-10 to give instructions
for any conversion of currency.
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O-8. Currency convertible in fact shall be provided at, or converted through, an official agency of the participant issuing the
currency and in accordance with the procedures or arrangements
under Article XXXII(b) and Rule O-l. Instructions for the provision or conversion of any currency shall be carried out promptly.
O-9. No participant shall levy any charge in respect of the
provision or conversion of currency in connection with the use
of special drawing rights.
Notification
O-10. Both parties to a transaction, except for participants
designated under Article XXV, Section 5, or the General Account,
shall notify the Fund under which provision of the Articles, or
prescription under Article XXV, Section 2(b)(ii), that transaction is undertaken.
O-ll. A participant using special drawing rights under Article
XXV, Section 2, shall declare in its notification under Rule O-10
that the use is in accordance with Article XXV, Section 3(a), or
a specific prescription under Article XXV, Section 3(c).
Recording
O-l2. A participant using special drawing rights shall inform
the Fund immediately of the receipt of currency in accordance
with the Articles of Agreement and these Rules and Regulations.
O-l3. The Fund shall record a transaction in the Special Drawing Account when it is satisfied that the transaction is in conformity with the obligations of participants under the Articles of
Agreement and with the Rules and Regulations and any applicable
decisions of the Fund. A transaction shall be recorded as of the
date on which currency is provided.
Designation of Participants to Provide Currency
O-l4. At quarterly intervals the Executive Board shall decide,
in accordance with Article XXV, Section 5, and Schedule F, on
the plan, including the amounts, by which designations will be
made until the next decision takes effect.
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On the request of any participant, an Executive Director, or
the Managing Director, the Executive Board shall review, and if
necessary amend, any plan adopted pursuant to this Rule.
Transactions Without Designation
O-15. The Executive Board may prescribe transactions or categories of transactions under Article XXV, Section 2(b)(ii),
without designation under Article XXV, Section 5, in which a
participant in agreement with any other participant may use its
special drawing rights. The Managing Director shall inform participants from time to time of the participants and the amounts of
special drawing rights each may receive under any prescription
made under this Rule.
Transactions Without the Requirement of Need
O-16. The Executive Board may prescribe transactions or categories of transactions under Article XXV, Section 3(c), in which
a participant may use its special drawing rights without regard
to the requirement of need in Article XXV, Section 3(a). The
Managing Director shall inform participants from time to time of
the participants and the amounts each may use under any prescription made under this Rule.
P—RECONSTITUTION

P-l. Any period of five years ending five years after the first
allocation or at the end of any calendar quarter thereafter shall
be a reconstitution period under Schedule G, paragraph 1.
P-2. The calculations for each participant under Schedule G,
paragraph l ( a ) ( i i ) , shall be based on the assumptions that the
Executive Board makes from time to time with respect to allocations or cancellations during the remainder of any reconstitution
period and on the assumptions that a participant will
(i) make no use of special drawing rights during the remainder of the reconstitution period for which the
calculation is made; and
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(ii) obtain any net additional amount of special drawing
rights which it needs to hold, in addition to allocations
assumed pursuant to this Rule, in order to comply
with the requirement in Schedule G, paragraph
l ( a ) ( i ) , in equal quarterly amounts on the fifteenth
day of each calendar quarter during the remainder of
the reconstitution period for which the calculation
is made.
P-3. When these calculations indicate that a participant would
need to obtain special drawing rights in order to comply with the
requirement in Schedule G, paragraph l ( a ) ( i ) , the Managing
Director shall inform the participant of the amount it would have
to obtain quarterly and hold during the remainder of the reconstitution period in order to comply with this requirement.
P-4. When these calculations indicate that a participant would
need to obtain special drawing rights for any reconstitution period
in an amount per quarter that equals or exceeds ten per cent of
the participant's net cumulative allocation at the end of the
reconstitution period, the participant shall be subject to designation under Article XXV, Section 5(a)(ii), as of the beginning
of the calendar quarter following the calculation, for an amount
of special drawing rights equal to the largest amount per quarter
calculated for any reconstitution period.
P-5. The Managing Director shall give the special notice required under Schedule G, paragraph l(a)(iii), when these calculations indicate that the quarterly amount of special drawing
rights which the participant needs to obtain in order to comply with
the reconstitution requirement in Schedule G, paragraph l ( a ) ( i ) ,
for any reconstitution period equals or exceeds 50 per cent of its
net cumulative allocation at the end of the reconstitution period.
P-6. To the extent that a participant may receive special drawing rights in a transaction under any prescription to promote
reconstitution by it, the Fund shall provide special drawing rights
held in the General Account to the participant at its request for
gold or currency acceptable to the Fund. A participant shall
consult the Managing Director before making a request under
this Rule.
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P-7. The Fund shall specify the participant and the amount of
special drawing rights it shall provide when this is required by
Schedule G, paragraph l(a)(iv); Article XXVI, Section 5; and
Article XXX, Section 3.
Q_INTEREST, CHARGES, AND ASSESSMENTS IN
RESPECT OF SPECIAL DRAWING RIGHTS

Q-l. Interest and charges in respect of special drawing rights
shall accrue daily and shall be paid promptly as of the end of
each financial year of the Fund. The accounts of participants shall
be credited with the excess of interest due over charges or debited
with the excess of charges over the interest due. The accounts of
holders that are not participants shall be credited with the interest
due.
Q-2. Assessments shall be levied promptly, as of the end of
each financial year of the Fund, on the basis of a reasonable
estimate of the expenses of conducting the business of the Special
Drawing Account for the financial year, and the accounts of
participants shall be debited with the amounts of the assessments.
R—SUSPENSION OF USE OF SPECIAL DRAWING RIGHTS

R-l. The Managing Director shall report to the Executive
Board any facts on the basis of which it appears to him that a
participant is not fulfilling obligations under the Fund Agreement
that could lead to suspension under Article XXIX, Section 2, and
may include a complaint in his report.
R-2. A participant may complain that another participant is
not fulfilling obligations under the Fund Agreement that could
lead to suspension under Article XXIX, Section 2, and the Managing Director shall transmit the complaint to the Executive Board
with his comments. Any complaint shall be made in writing or
by any rapid means of communication, and it shall be accompanied by a statement of the facts on which the participant bases
its complaint.
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R-3. The Managing Director shall immediately inform a participant of any complaint against it and the statement of the facts
on which the complaint is based.
R-4. If the complaint is that the participant has failed to fulfill
its obligations under Article XXV, Section 4, the participant shall
not use special drawing rights and this limitation shall continue
pending the disposition of the complaint.
R-5. A participant against which a complaint has been made
under Rule R-l or Rule R-2, the Managing Director, or an Executive Director may request the Executive Board to dismiss the complaint. The Executive Board shall consider the request forthwith.
R-6. If the right of a participant to use special drawing rights
has been limited under Rule R-4, and a request under Rule R-5
has been made by a participant, the complaint shall be deemed
to have been dismissed at the end of ten business days after the
request, or at the end of such longer period as the participant
states in the request, unless within this time the Executive Board
has taken a decision disposing of the complaint.
R-7. If the right of a participant to use its special drawing
rights under Article XXIX, Section 2, has been suspended, the
participant may request the Executive Board to terminate the
suspension. If the Executive Board decides not to terminate the
suspension, a written report shall be made to the participant stating
the circumstances under which the suspension would be terminated.
R-8. All procedures under Rules R-l through R-7 shall be conducted as expeditiously as possible, and shall allow the participant
an adequate opportunity to state its case both orally and in writing.

Annex III to Report I
September 12, 1969
Dear Mr. Chairman:
Pursuant to Article XXIV, Section 4, of the Articles of Agreement of the Fund, I have the honor to submit to the Board of
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Governors my proposal for the allocation of special drawing rights
to participants in the Special Drawing Account. The Executive
Directors have taken a decision by which they have concurred in
this proposal. This proposal is set forth in Part III of the Report
which I am transmitting herewith.
The proposal includes the draft of a Resolution9 of the Board
of Governors for consideration at the forthcoming Annual Meeting. When adopted by the Board of Governors, this Resolution
will constitute the first decision of the Fund to allocate special
drawing rights.
Very truly yours,
/s/
PIERRE-PAUL SCHWEITZER
Managing Director
Chairman of the Board of Governors
1969 Annual Meeting
International Monetary Fund

A REPORT TO THE BOARD OF GOVERNORS CONTAINING
THE MANAGING DIRECTOR'S PROPOSAL ON THE
ALLOCATION OF SPECIAL DRAWING RIGHTS
FOR THE FIRST BASIC PERIOD

INTRODUCTION
Article XXIV, Section 4 ( a ) and ( b ) of the Articles of Agreement of the Fund provides that:
(a) Decisions under Section 2(a), ( b ) , and (c) or Section 3 of
this Article shall be made by the Board of Governors on the basis
of proposals of the Managing Director concurred in by the Executive Directors.
(b) Before making any proposal, the Managing Director, after
having satisfied himself that it will be consistent with the provisions of Section l ( a ) of this Article, shall conduct such consulta9

Resolution No. 24-12; see page 326.
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tions as will enable him to ascertain that there is broad support
among participants for the proposal. In addition, before making
a proposal for the first allocation, the Managing Director shall
satisfy himself that the provisions of Section 1(6) of this Article
have been met and that there is broad support among participants
to begin allocations; he shall make a proposal for the first allocation as soon after the establishment of the Special Drawing
Account as he is so satisfied.

Pursuant to these provisions, I am submitting to the Board of
Governors a proposal for the allocation of special drawing rights
during the first basic period. This proposal is set forth in Part III
of this Report. The draft of a resolution of the Board of Governors approving the allocation of special drawing rights in accordance with this proposal is also set forth in Part III.
Before making this proposal, I have satisfied myself, as required
by Article XXIV, Section 4(6), that the proposal will be consistent
with the provisions of Section I (a) of that Article. Section l(a)
provides that:
(a) In all its decisions with respect to the allocation and cancellation of special drawing rights the Fund shall seek to meet
the long-term global need, as and when it arises, to supplement
existing reserve assets in such manner as will promote the attainment of its purposes and will avoid economic stagnation and deflation as well as excess demand and inflation in the world.

In addition, as is required by Article XXIV, Section 4(6), I
have satisfied myself that the provisions of Article XXIV, Section 1(6) have been met and that there is broad support among
participants to begin allocations. Section 1(6) provides that:
(b) The first decision to allocate special drawing rights shall
take into account, as special considerations, a collective judgment
that there is a global need to supplement reserves, and the attainment of a better balance of payments equilibrium, as well as the
likelihood of a better working of the adjustment process in the
future.

Consultations have been conducted pursuant to Article XXIV,
Section 4(6), which have enabled me to ascertain that there is
broad support among participants for the proposal set forth in
this Report.
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It should be noted that Article XXIV, Section 4(6), requires
the Managing Director to make a proposal for the first allocation
as soon after the establishment of the Special Drawing Account
as he is satisfied that the provisions of Section 1 of the same
Article are met.
Parts I and II of this Report, which follow, discuss the reasons
underlying my proposal and explain its various features. The
proposal appears in Part III of the Report.

PART I. NEED TO SUPPLEMENT RESERVES
1. Past Developments in the Supply of Reserves
In Chapter 2 of this year's Annual Report, the Executive
Directors have pointed out that world reserves, which consist of
official holdings of gold, foreign exchange, and reserve positions
in the Fund, have declined by over 50 per cent relative to world
trade since the early 1950's; relative to international transactions
the decline would have been even steeper. After 1964 reserve
growth became much less rapid than in earlier years; indeed,
reserves would have shown a decline not merely in relative but
in absolute terms, owing mainly to gold hoarding, had it not been
for the creation of reserves as a by-product of the use of Fund
credit facilities, swap arrangements, and other international credit
facilities.
As the Report also indicates, over most of the period any effect
of declining reserve ratios in impairing the reserve ease of most
countries was offset, if not outweighed, by a marked improvement
in the distribution of reserves, in the sense of a shift from countries (notably the United States) where in the early 1950's reserves
had been very high to other countries where they had been inadequate. Possibly, also, there was some decline in the magnitude of
payments imbalances relative to international transactions, though,
even so, the trend of imbalances rose faster than that of global
reserves.
Since about 1964, there has been a change in the situation:
growth of reserves flattened markedly, the ratio of reserves to
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rapidly, the transfer of reserves from deficit
ceased to act as a force tending to equalize
there was increasing resort to international
relieving the tightness of reserves.

2. Basic Criteria of Reserve Adequacy
In order to assess the long-term global need, if any, for reserve
supplementation, as the Fund must do in order to conform to
Article XXIV, Section l ( t f ) , it is necessary to arrive at a view,
not only as to the probable development of reserves other than
special drawing rights, but also as to the long-term development
in the need for global reserves. This in turn may be defined
as that amount and rate of growth of reserves which is most
conducive to the attainment of the objectives described in that
provision.
These objectives are contained in the Fund's Purposes, as set
forth in Article I, as follows:
(i) To promote international monetary cooperation through
a permanent institution which provides the machinery for
consultation and collaboration on international monetary
problems.
(ii) To facilitate the expansion and balanced growth of international trade, and to contribute thereby to the promotion and
maintenance of high levels of employment and real income
and to the development of the productive resources of all
members as primary objectives of economic policy.
(iii) To promote exchange stability, to maintain orderly exchange
arrangements among members, and to avoid competitive exchange depreciation.
(iv) To assist in the establishment of a multilateral system of payments in respect of current transactions between members
and in the elimination of foreign exchange restrictions which
hamper the growth of world trade.
(v) To give confidence to members by making the Fund's resources temporarily available to them under adequate safeguards, thus providing them with opportunity to correct
maladjustments in their balance of payments without resorting to measures destructive of national or international
prosperity.
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(vi) In accordance with the above, to shorten the duration and
lessen the degree of disequilibrium in the international balances of payments of members.

The relevant objectives contained herein may be grouped as
follows:
(a) expansion of international trade, economic activity, and
development;
(b) promotion of multilateral payments and elimination of restrictions;
(c) promotion of exchange stability and orderly exchange rate
adjustments; and
(d) correction of payments maladjustments and reduction in
payments disequilibria without resort to measures destructive of national or international prosperity.
To these, Article XXIV, Section I ( a ) , adds a further objective, viz.,
(e) the avoidance of economic stagnation and deflation as well
as excess demand and inflation in the world.
The objectives at (a) and (e) above fall mainly within the sphere
of demand policy, (b) of payments and trade policy, (c) of
exchange policy, and (d) of all of these.
Broadly speaking, higher reserves and reserve growth tend to
relieve balance of payments difficulties and thus to promote expansion of demand, which may be inflationary, or may avoid
contraction, to promote the elimination of restrictions and discrimination in international transactions, and to reduce the need
for exchange rate devaluation; lower reserves and reserve growth
tend to have the opposite effects. The effects of reserve creation
in relation to objective (d) above, which has much in common
with the other objectives, are considered separately in the following section.
If world demand were likely to be inadequate, payments and
trade restrictions widespread, devaluations unduly frequent and
revaluations too rare, it could safely be said that reserves and
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reserve growth were too low; if demand were likely to be excessive, payments and trade restrictions negligible (so as to offer no
scope for reduction), devaluations too long delayed and revaluations too frequent, it could safely be said that reserves and reserve
growth were excessive. Unfortunately, it frequently happens that
these indicators point in different directions. It is, therefore, necessary to take a view as to what extent in a concrete situation additions to reserves are likely to evoke the various kinds of policy
reactions and thus to affect the attainment of the various objectives
set forth above. In considering this question account has to be
taken of the targets of individual countries as to reserves and
reserve accumulation.
In the 1950's and early 1960's there was little doubt as to the
adequacy of global reserves. These were years of great expansion
in production and international trade and great progress in the
liberalization of international transactions and the realization of
the purposes of the Fund. If there was any decline in world
reserve ease over the period it was from a level that was ample
or even excessive, and the consensus of informed opinion was that
there was no global inadequacy of reserves.
After about 1964, the signals supplied by the basic criteria of
reserve adequacy became conflicting. Judged by the criterion of
world demand conditions alone the period from 1965 to the
present could scarcely be considered one of reserve inadequacy.
World output and international trade expanded rapidly in these
years; domestic prices rose rather fast, though international prices
were stable; and demand pressures intensified, particularly in North
America.
The same holds true to a lesser extent of the criterion of exchange stability. While the exchange rate devaluations which
occurred during these years were possibly speeded up by the
tightening of the reserve situation, they cannot be said either to
have been undertaken prematurely or to have been excessive in
amount, though it might have been otherwise had there not been
widespread resort to international credit and the associated generation of reserves.
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The main indications of reserve inadequacy in these years lie in
the increased reliance on restrictions on international transactions
and the increased recourse to international financial assistance,
bilateral and multilateral, for the purpose of meeting payments
deficits and sustaining reserves. Liberalization of trade has continued but its momentum has slackened. Temporary balance of
payments restrictions have been imposed on trade and tourism in
several major countries. Aid-tying and national preference in the
granting of government contracts have been maintained or intensified in many countries. Above all, measures to restrict, attract,
or occasionally repel capital flows have been applied or intensified
for payments reasons in many countries, large and small. At the
same time, there has been a substantially increased use of Fund
resources and of other forms of balance of payments assistance,
provided notably by the spreading network of swap arrangements
and other types of credit arrangements between monetary authorities. These developments, while partly attributable to the
persistence of payments disequilibria that could and should be
corrected, have almost certainly been exacerbated by a growing
shortage of, and increasing desire to obtain, reserves.
When attempting to balance these considerations, I share the
view expressed in the 1966 Annual Report and cited in this year's
Report, that in view of the great reluctance of countries to subordinate their demand management policies to balance of payments objectives "any shortage of international liquidity is more
likely to manifest itself, at least initially, in the form of intensification of restrictions on trade and capital movements, or in
increased pressure on exchange rates, than in that of generalized
deflationary symptoms in the world economy." Needless to say,
this judgment reflects no lack of concern with inflationary conditions. As this year's Annual Report points out: "The removal
of inflationary pressures will require the firm determination of
member countries to adopt and maintain the fiscal and monetary
policies that are necessary to this end."
These considerations suggest that more weight should be laid
on the evidence for current inadequacy of reserves and reserve
growth provided by the prevalence and growth of restrictions on
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international transactions and by the increasing resort to arrangements for balance of payments financing than on the evidence for
adequate or excessive reserves provided by the current demand
situation.
3. Reserves and the Adjustment Process
As has already been indicated at page 280 above, one of the
purposes which reserve supplementation is to serve, in accordance
with Section l(a) of Article XXIV, is to assist in the correction
of payments maladjustments and reduction in payments disequilibria without resort to measures destructive of national or international prosperity. In other words, the effect of reserve creation
on the adjustment process has to be taken into account on the
occasion of all decisions to allocate special drawing rights.
In addition, among the special considerations that are to be
taken into account on the occasion of the first decision to allocate
special drawing rights are "the attainment of a better balance of
payments equilibrium, as well as the likelihood of a better working of the adjustment process in the future."
The relevance of these special considerations to the desirability
of a decision to begin allocations of special drawing rights arises
in two main ways. In the first place, both the degree of disequilibrium in the world and the future of the adjustment process
might be affected more markedly by the prospect of future allocations of special drawing rights set up by the initial activation of
the new facility than by subsequent particular decisions to allocate.
This would be true, for example, if it were felt that important
deficit countries were likely to be induced by such activation to
avoid taking desirable action to correct their deficits.
A second type of relationship between the degree of disequilibrium and prospect for adjustment, on the one hand, and the
initiation of allocations, on the other, arises from the fact that
insofar as deficits are financed by certain forms of international
credit they tend to add to world reserves. For example, a drawing
by a Fund member in the credit tranches normally gives rise to
an addition to world reserves in the form of a reserve position
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in the Fund held by the member whose currency is drawn. Again,
large countries, in addition to their ability to draw on the Fund,
often have access to swap arrangements or similar forms of
bilateral credit, the use of which again gives rise to reserves.
Reserve centers in particular not only enjoy a substantial access to
such credit, but may also be able to finance their deficits to some
extent through other countries holding additional amounts of their
currencies.
The persistence of particular chronic disequilibria or, more
generally, the persistence of adverse tendencies in the willingness
of deficit countries to adjust, to the extent that it gave rise to the
prospect of substantial continued creation of reserves from international credit operations, might provide a reason not only for
reducing allocations of special drawing rights but also for postponing the initiation of such allocations.
Some of the most important effects of reserve supplementation
on the adjustment process have already been discussed at pages
280 to 282 above. Prima facie, the tendency would be to relieve
deficit countries of some of the pressure on their reserves and thus
to lessen their need to resort to restrictions on international transactions, deflationary or disinflationary demand policies, and exchange devaluations; and to encourage surplus countries to play a
greater part in the adjustment process by expansionary policies
and the removal of restrictions. In the abstract, one would expect
the effect on deficit countries to be stronger than that on surplus
countries, so that the sum of imbalances to be financed might be
somewhat increased by reserve creation.
In this connection, it should be borne in mind that the purposes
of the Fund call for the correction of payments maladjustments
"without resorting to measures destructive of national or international prosperity." Reserve supplementation has to be judged
by its effect on the quality as well as on the speed of the adjustment process.
In present circumstances, moreover, it appears unlikely that
reserve creation would have any significant effect in increasing
the imbalances of those countries which in the past have had the
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biggest deficits. The United States and the United Kingdom are
under such strong pressure to correct their deficits that any relief
of this pressure afforded by a general expansion of reserves is
likely to be negligible. In the case of the United Kingdom, in
particular, the need to repay a large amount of indebtedness in
a rather short period of time is likely to compel it to adopt policies
that may even exceed the requirements of long-term adjustment.
In the United States, the need to contain inflationary pressures
would of itself be expected to induce the authorities to pursue
demand management policies tending to strengthen the current
account of the balance of payments.
In these circumstances, the supplementation of reserves would
be most unlikely, on balance, to exercise any adverse effect upon
the adjustment process, and indeed if nothing were done to supplement reserves the stabilization efforts now being made by
deficit countries might well be frustrated by the defensive measures
of others.
I turn, now, to recent trends in payments disequilibria and
adjustment policies, and their bearing on the need to supplement
reserves and on the desirability of initiating allocations.
From this standpoint, a definite improvement is to be seen,
though much remains to be done. Admittedly, international cost
and price relationships and current account balances leave much
to be desired from the standpoint of a sustainable international
equilibrium. Moreover, in some of the principal countries with
actually or potentially persistent deficits, such as the United States,
the United Kingdom, and France, there has been at some stage
a reluctance to apply demand management policies and other
adjustment policies with sufficient vigor and flexibility in the light
of the balance of payments situation.
More recently, however, strong measures have been taken by
these countries in the fields of fiscal, monetary, and exchange rate
policy. In spite of the unexpectedly slow response of its economy
to corrective measures, the basic position and prospects of the
United Kingdom have been greatly improved by the November
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1967 devaluation, the application of strong budgetary measures,
and latterly the adoption of a more stringent monetary policy. In
the United States, also, the measures of fiscal and monetary restraint that have been taken have already led to a slowing down
in the rate of growth of output and can reasonably be expected
to take effect on the upward trend in prices. In France the first
steps have been taken to reverse the expansionary policy previously pursued, and the recent devaluation must be considered an
important and timely step in the direction of a better international
adjustment. In all these cases, there are signs of the emergence of
a better balance in international payments.
There are, of course, a number of instances in the world of the
persistence of payments surpluses. These, however, constitute no
argument against decisions to allocate special drawing rights or
against the initial activation of the new facility, since reserve
creation would, if anything, tend to strengthen the incentive of
surplus countries to adjust.
A remarkable feature of the balance of payments situation of
recent years has been the extent to which abnormalities in current
balances of payments have been offset by capital flows, on long
term and, save in exchange crises, on short term also. In the
United States, in particular, a massive influx on capital account
has brought the balance of payments on an official settlements
basis into surplus in 1968 and so far in 1969. In consequence the
balance of payments situation of the United States has not in recent
years given rise to an expansion of world reserves. Rather the
supply of dollars to official holders in the outside world has been
declining.
Admittedly, the pattern of capital flows that has contributed to
over-all payments balance between major countries may not last.
In the longer run, the underlying disequilibria, unless corrected,
must be expected to find a reflection in over-all payments imbalances. It must be emphasized, however, that, at the present time,
it is very difficult to gauge what might be a sustainable pattern of
international capital flows and what, therefore, might be the
precise magnitude of the underlying payments disequilibria in pay-
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ments balances. As is pointed out in this year's Annual Report,
the big shifts that have occurred in current and capital account
balances in recent years, under varying cyclical conditions, make
it difficult to derive much guidance on this matter from past
experience.
As regards the future of the adjustment process, prediction is,
of course, very difficult. As is pointed out above (pages 284-85),
countries hitherto in persistent deficit have strong domestic reasons for wishing to emerge from this situation and have adopted
policies directed to this end. There is, moreover, a somewhat
more widespread appreciation of the desirability of correcting, by
means of timely exchange rate adjustments, disequilibria that are
unlikely to be removed by other methods of adjustment. So far
as short-term adjustment is concerned, there has been a marked
development in international cooperation in countering disequilibrating flows, and encouraging equilibrating flows of short-term
funds. Finally, in the Fund and elsewhere, international machinery
for keeping payments situations under review and suggesting
appropriate methods of adjustment of incipient disequilibria as
they emerge, is in more continuous and effective operation than
at any previous time.
The conclusions which suggest themselves with respect to the
relation between reserve creation and the adjustment process as
discussed in this section are: that a decision to begin the allocation of special drawing rights at this time would be consistent with
Section l(b) of Article XXIV relating to the special considerations
with regard to balance of payments equilibrium and the adjustment
process; that supplementation of world reserves in an appropriate
amount would in present circumstances be likely to contribute to
the working of a sound adjustment process; and that considerations with respect to the adjustment process have an important
bearing on the amount of special drawing rights that it is appropriate to allocate at this time.
4. Prospective Need for Reserve Supplementation
In order to reach a conclusion on whether there is likely to be a
need to supplement reserves by the allocation of special drawing
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rights over the next several years and in order to assess the probable extent of that need, it is necessary to estimate the probable
development of reserves over these years in the absence of allocation, and also to take a view as to the reserve development that
would be desirable in the interest of the world economy.
As regards the prospective growth of reserves, other than special
drawing rights, over the next three to five years, from 1970 onwards, perhaps $500 million per annum might be allowed for the
accrual of official gold holdings, reserve creation through the
General Account of the Fund (other than that arising from transactions with the reserve centers), and various minor sources of
reserve creation. As for the accrual of U.S. dollars to official
holders and developments with respect to credits between monetary authorities in such a form as to create reserves, a range of
assumptions is possible. One assumption would imply maintenance of payments balance by the United States, no creation of
reserves in the form of U.S. dollars, attainment of a substantial
surplus by the United Kingdom, and net repayment over a fiveyear period of some $5 billion of international credits (including
Fund purchases) extended in recent years. On this assumption,
reserves instead of rising by $0.5 billion per annum might fall
by $0.5 billion per annum.
Another assumption would allow for the possibility that the
next three to five years might on the average show a deficit for
U.S. payments (on the official settlements basis), and that, while
there would not be a repetition of the large expansion of reserve
credits that occurred in recent years, there would be no substantial
net reduction in the total amount of such credits outstanding. On
this assumption there would be no reserve destruction, and a possible rise in official holdings of U.S. dollars of some $0.5 billion
to $1 billion, making an over-all reserve increase of $1 billion to
$1.5 billion per annum.
For two reasons it appears to be advisable to adopt for present
purposes the latter of the two assumptions (i.e., the assumption
that results in an estimate of future reserve growth amounting to
$1 billion to $1.5 billion per annum). In the first place, to do so
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would better correspond to the need for a cautious approach to
the first activation of the Special Drawing Account. Secondly,
as regards possible reserve destruction, any creation of offsetting
amounts of special drawing rights may be delayed until there is
clear evidence of such destruction.
It has been suggested above that symptoms of reserve inadequacy had begun to appear before the end of the period from
1964 through 1968. During the first half of the present year,
owing to the mopping up of official holdings of dollars by the
payments surplus of the United States, reserves have declined,
not merely in relation to trade, but (by $1 billion) in absolute
terms. An increase of $1 billion to $1.5 billion per annum in
global reserves from the above-mentioned sources over the next
several years, even if it should materialize, would not suffice to
remove the danger of undue competition for reserves. Some
countries need to raise the level of their reserves by amounts
which, in the aggregate, are substantial; most of the others wish
to see a continuation of the increases which in any case barely
keep pace with the growth of their trade, and few indeed are
prepared to see their reserves decline to any significant extent.
While it is clear that some supplementation of reserves is
required, the problem is to estimate how much. Given the distribution of reserves, reserve ease can be thought of as dependent
on two factors: the level of reserves in relation to imports (or
other suitable indication of normal reserve needs) and the rate
of reserve growth. The latter factor is closely related to the excess
of balance of payments surpluses over deficits in the world. As is
pointed out in this year's Annual Report, the fact that reserve
ease may have been less than adequate in 1968 does not rule out
the possibility that, if reserves were to increase in the future at a
rate corresponding to a normal growth in the need for reserves,
this of itself might go far toward raising reserve ease to a satisfactory level.
There are a great many different ways, none of them very
satisfactory, of setting about the measurement of this normal
growth in the need for reserves. An approach based on the rate
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of growth of world trade, using for this purpose the growth of
imports over the 1952-68 period, could lead to an estimate that
the long-term trend in required reserves would increase at a rate
of 7 per cent per annum. Another approach might be to extrapolate an unweighted average of the ratios of reserve increases
to imports over a past period on the grounds that for most countries, apart from the larger ones, actual reserve increases would
not diverge from desired reserve increases in any systematic way
accounted for by the constraint imposed by global reserve availabilities. The extrapolation of an unweighted average for 60 countries of the ratios of annual reserve increases to the level of imports
over the 1954-68 period would yield a proportionate rate of
reserve increase of 5 per cent per annum. Another possibility
would be to estimate the exponential trend in the growth of balance of payments disequilibria (deficits plus surpluses) though
this is subject to considerable variation in the short run. An
extrapolation of this trend calculation over the 1954-68 period
would yield a rate of growth of required reserves of over 4 per cent
per annum.
These and other calculations of the trend growth of reserve
needs, each of which, of course, is highly tentative in character,
provide a set of estimates for annual increases in reserve needs
over the next three to five years that fall within a range of approximately $3.5 billion to approximately $6 billion a year. Most
estimates lie between $4 billion and $5 billion a year.
These estimates of the trend growth in the need for reserves,
together with the estimate previously given of a potential growth
of $1 billion to $1.5 billion in reserves other than special drawing
rights, suggest a central, most probable, estimate of the need to
supplement the reserves of Fund members by allocation of special
drawing rights over the next three to five years of approximately
$3 billion to $3.5 billion per annum.
Consultations have established that there is broad support among
participants for the conclusion that there is a global need to supplement reserves, and for the allocation of special drawing rights in
accordance with the proposal set forth in the concluding section
of this Report.
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PART II. ELEMENTS OF THE PROPOSAL
5. Proposed Basic Period and Amounts of Allocation
In Section 2 of Article XXIV it is envisaged that decisions of
the Fund to allocate special drawing rights shall normally be for
basic periods of five years' duration but that the Fund may provide that the duration of a basic period shall be other than five
years.
There are good reasons for giving preference, in normal circumstances, to a basic period of as much as five years. At the present
time, however, estimation of the relevant magnitudes for a period
up to five years ahead would be particularly difficult. The projection of future reserve needs is difficult because of uncertainty as
to whether the past trend in the ratio of reserve needs to international transactions will continue or, on the contrary, be reversed;
the projection of the supply of reserves in traditional forms is
difficult because of uncertainty as to the medium-term balance of
payments prospects of the reserve centers; and both projections are
difficult because of the lack of experience with medium-term forecasting in this relatively novel field.
These difficulties provide a sufficient argument for making the
basic period for the first decision to allocate shorter than five
years. Consultations with participants have indicated that there
is broad support for a first basic period of three years.
Section 2(a) of Article XXIV prescribes that the first basic
period shall begin on the date of the first decision to allocate
special drawing rights or such later date as may be specified in that
decision. It is proposed that the decision specify January 1, 1970,
rather than the date of the decision of the Board of Governors, as
the beginning of the first basic period and the date of the first
allocation of special drawing rights. This will enable members of
the Fund, which have not yet been able to become participants
but which deposit their instruments of participation with the Fund
before the end of 1969, to receive all allocations made during
the first basic period.
In accordance with the estimates of need set forth in the
preceding section, I would propose that the Fund aim to allocate
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special drawing rights equivalent to approximately $9.5 billion over
the three years 1970-72, of which approximately $3.5 billion
would be allocated at the beginning of 1970, $3 billion at the
beginning of 1971, and $3 billion at the beginning of 1972.
6. Allocations as Percentages of Quota
In accordance with Section 2 of Article XXIV, the rates at
which special drawing rights are to be allocated to participants
must be expressed as percentages of quota on the date of each
decision to allocate, but the Fund may provide that the basis for
allocations shall be quotas on dates other than the dates of decisions to allocate.
It has been recognized from the outset that to express allocations as fixed percentages of quotas as of the date of the decision
to allocate might lead to the allocation of an amount that diverged
in some degree from the amount deemed to be appropriate, under
Article XXIV, Section l(tf), to meet the long-term need to supplement reserve assets. This might happen, for example, if participants entitled to receive allocations were to "opt out" under
Section 2(e), or if the Fund were to decide under Section 2(d)
that a country becoming a participant after the date of the decision
should receive allocations during the remainder of that period.
It was also recognized that changes in quotas of participants might
occur in the course of a basic period and that if allocation were
made on the basis of quotas on the date of the decision participants
might receive allocations in proportions that did not correspond
precisely to their relative quotas at the time.
It was thought that these disadvantages might be outweighed
by a form of decision under which participants would know, at
the time of the decision to allocate, the amounts of special drawing
rights that each would receive in the course of the period. Two
circumstances, however, render it desirable, during the first basic
period, that the percentages should be adjusted at each allocation
in such a way as to attain the desired total of allocations and
that the basis for allocations should be not the quotas at the date
of the decision to allocate but rather the quotas at the dates of the
allocations themselves.
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In the first place, it is possible that a significant number of
members that intend to become participants in the Special Drawing
Account will not have been able to deposit their instruments of
participation before the date of the decision to allocate. Such of
these members as become participants before the first allocation
will be eligible to share in that allocation, and it would be desirable
that such of them as become participants between allocations
should be able to share in allocations after they become participants. For this reason, any fixed percentage rates of allocation
determined at the time of the decision (even if they were based
on quotas at the time of the decision) would have to be calculated on the basis of guesses as to the dates by which members
would have become participants.
Again it is probable that, as a result of the fifth quinquennial
general review of quotas, increases in the quotas of members involving significant changes in relative quotas will have occurred
before the date of the second annual allocation. It appears desirable that these changes in relative quotas, resulting from special
increases given to members whose quotas are unduly low in the
light of the relevant economic criteria, should be reflected in
allocations of special drawing rights in 1971 and 1972. This
result cannot be attained if allocations are based on quotas at the
date of a decision to allocate for the 1970-72 period, which will
necessarily be taken in 1969.
For these reasons I consider that allocations at the beginning of
1970, 1971, and 1972, respectively, should be based on the
quotas of participants on the day before the dates of the allocation, and that the percentages of quotas to be allocated should be
such, to the nearest one tenth of one percentage point, as to result
in the allocation to participants of amounts which, for those
participants that were members of the Fund on December 31,
1969, would total $3.5 billion for the first allocation, $3 billion
for the second allocation, and $3 billion for the third allocation.*
* If new members joined the Fund and became participants, total allocations might increase beyond these amounts (see Article XXIV, Section 2(«/)).
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This result is attained by the formulation at point 4 of the proposal set forth in the concluding section of this Report.
Percentages are set forth in the proposal in conformity with the
provisions of Article XXIV, Section 2(b). They are equal, to the
nearest one tenth of one percentage point, to the following ratios:
for the first allocation, $3.5 billion divided by the total quotas of
the relevant participants on the day before that allocation; for the
second allocation, $3 billion divided by the total quotas of the
relevant participants on the day before that allocation; for the
third allocation, $3 billion divided by the total of quotas of the
relevant participants on the day before that allocation. The rates
of 17.5 and 15 per cent referred to in point 4 of the proposal are
those that would apply if the quotas of the relevant participants on
the relevant dates of allocation were close to $20 billion. The
figure of $20 billion has been selected as a round number in the
vicinity of the total of present quotas which, when multiplied by
the rates mentioned, would yield exactly the target levels of allocation, i.e., $3.5 billion and $3 billion, respectively. The manner
in which the percentages would be higher or lower according as
the total of the quotas of the relevant participants on the relevant
dates were lower or higher, respectively, than $20 billion is shown
in the illustrative tables in the Appendix. It will be observed that,
whatever the level of quotas, the amounts allocated remain always
very close to $3.5 billion for the first allocation and $3 billion for
the second or third allocations.
PART III. PROPOSAL FOR THE ALLOCATION OF
SPECIAL DRAWING RIGHTS
I hereby propose that the Fund allocate special drawing rights
to the participants in the Special Drawing Account, in accordance
with the Articles of Agreement, as follows:
1. Allocations shall be made during a basic period of three
years which shall begin on January 1, 1970.
2. Allocations during the basic period shall be made on January 1, 1970, January 1, 1971, and January 1, 1972.

©International Monetary Fund. Not for Redistribution

COMMITTEE REPORTS

295

3. Allocations shall be on the basis of quotas on the day before
the dates of the allocations.
4. The rate for the first allocation shall be 17.5 per cent and
the rate for the second and third allocations shall be 15
per cent, provided that these rates shall be adjusted, to the
nearest one tenth of one percentage point, by multiplying
them by the ratio of $20 billion to the total of quotas on the
day before allocation of those participants which were members of the Fund on December 31, 1969.
I further propose that in accordance with the foregoing the
Board of Governors adopt the following draft resolution:10
Appendix
ILLUSTRATIVE TABLES RELATING PERCENTAGE RATES OF
ALLOCATION TO HYPOTHETICAL QUOTA TOTALS
The attached tables show the percentage rates of allocation
which are specified in Part III of the Report (paragraph 4) in
relation to hypothetical totals of quotas of participants that were
Fund members on December 31, 1969. Although only certain
ranges of hypothetical quota totals are shown, the tables must be
understood to extend in principle to quota totals which are higher
than the highest value actually shown as well as to totals which
are lower than the lowest value actually shown. This extension
can be made by following the arithmetical procedure on which
the data in these two tables are calculated.*
10

Resolution No. 24-12; see page 326.
* The values given in these two tables are calculated as follows: first, percentage rates of allocation are listed in descending order in the center column, declining from line to line by one tenth of one percentage point; next,
the target allocations of special drawing rights, equivalent to $3.5 billion in
Table 1 and $3.0 billion in Table 2, are divided, first, by the percentage rate
in the center column plus five hundredths of one percentage point and, second, by this percentage rate minus five hundredths of one percentage point
to yield the range shown in the left-hand column; finally, the lower and upper
values of that range are multiplied by the percentage rate shown in the center
column to yield the lower and upper values of the range of allocation of
special drawing rights in the right-hand column.
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Table 1 shows percentage rates for the allocation which is proposed to take place on January 1, 1970. Each figure in the center
column indicates the percentage rate of allocation that would apply
in accordance with paragraph 4 of the proposal if the total of
quotas of participants on the date before allocation fell within
the range shown in the left-hand column. The right-hand column
indicates the total amounts of special drawing rights that would
be allocated by applying this percentage rate if the total participants' quotas were equal, respectively, to the lower or upper limit
of the range shown in the left-hand column.
Table 2 shows the corresponding data for the proposed second
and third allocations (on January 1, 1971 and January 1, 1972).
Table 2 is extended to higher hypothetical quota totals than Table 1
in order to make allowance for quota increases that may become
effective before January 1, 1972.
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Quotas of
Participants *
(billion U.S.
dollars)

Applicable
Per Cent
of Quota
(per cent)

Range of SDR
Allocation
1970
(billion U.S.
dollars)

17.99-18.09
18.09-18.18
18.18-18.28
18.28-18.37
18.37-18.47
18.47-18.57
18.57-18.67
18.67-18.77
18.77-18.87
18.87-18.97
18.97-19.07
19.07-19.18
19.18-19.28
19.28-19.39
19.39-19.50
19.50-19.61
19.61-19.72
19.72-19.83
19.83-19.94

19.4
19.3
19.2
19.1
19.0
18.9
18.8
18.7
18.6
18.5
18.4
18.3
18.2
18.1
18.0
17.9
17.8
17.7
17.6

3.491-3.509
3.491-3.509
3.491-3.509
3.491-3.509
3.491-3.509
3.491-3.509
3.491-3.509
3.491-3.509
3.491-3.509
3.491-3.509
3.490-3.510
3.490-3.510
3.490-3.510
3.490-3.510
3.490-3.510
3.490-3.510
3.490-3.510
3.490-3.510
3.490-3.510

19.94-20.06

17.5

3.490-3.510

20.06-20.17
20.17-20.29
20.29-20.41
20.41-20.53
20.53-20.65
20.65-20.77
20.77-20.90
20.90-21.02
21.02-21.15
21.15-21.28
21.28-21.41
21.41-21.54

17.4
17.3
17.2
17.1
17.0
16.9
16.8
16.7
16.6
16.5
16.4
16.3

3.490-3.510
3.490-3.510
3.490-3.510
3.490-3.510
3.490-3.510
3.490-3.510
3.490-3.510
3.489-3.511
3.489-3.511
3.489-3.511
3.489-3.511
3.489-3.511

* Rounded to two decimal places.
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Table 2

Quotas of
Participants *
(billion U.S.
dollars)

Applicable
Per Cent
of Quota
(per cent)

Range of SDR
Allocation
1971, 1972
(billion U.S.
dollars)

19.42-19.54
19.54-19.67
19.67-19.80
19.80-19.93

15.4
15.3
15.2
15.1

2.990-3.010
2.990-3.010
2.990-3.010
2.990-3.010

19.93-20.07

15.0

2.990-3.010

20.07-20.20
20.20-20.34
20.34-20.48
20.48-20.62
20.62-20.76
20.76-20.91
20.91-21.05
21.05-21.20
21.20-21.35
21.35-21.51

14.9
14.8
14.7
14.6
14.5
14.4
14.3
14.2
14.1
14.0

2.990-3.010
2.990-3.010
2.990-3.010
2.990-3.010
2.990-3.010
2.990-3.010
2.990-3.011
2.989-3.011
2.989-3.011
2.989-3.011

24.90-25.11
25.11-25.32
25.32-25.53
25.53-25.75
25.75-25.97
25.97-26.20
26.20-26.43
26.43-26.67
26.67-26.91
26.91-27.15
27.15-27.40
27.40-27.65
27.65-27.91
27.91-28.17
28.17-28.44
28.44-28.71
28.71-28.99
28.99-29.27
29.27-29.56
29.56-29.85
29.85-30.15
30.15-30.46
30.46-30.77
30.77-31.09
31.09-31.41
31.41-31.75
31.75-32.09

12.0
11.9
11.8
11.7
11.6
11.5
11.4
1 .3
11.2
11.1
11.0
10.9
10.8
10.7
10.6
10.5
10.4
10.3
10.2
10.1
10.0
9.9
9.8
9.7
9.6
9.5
9.4

2.987-3.013
2.987-3.013
2.987-3.013
2.987-3.013
2.987-3.013
2.987-3.013
2.987-3.013
2.987-3.013
2.987-3.013
2.987-3.014
2.986-3.014
2.986-3.014
2.986-3.014
2.986-3.014
2.986-3.014
2.986-3.014
2.986-3.014
2.985-3.015
2.985-3.015
2.985-3.015
2.985-3.015
2.985-3.015
2.985-3.015
2.985-3.016
2.984-3.016
2.984-3.016
2.984-3.016

* Rounded to two decimal places.
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STATEMENT OF RESULTS OF VOTE ON ALLOCATION
OF SPECIAL DRAWING RIGHTS FOR THE
FIRST BASIC PERIOD n
October 3, 1969
Mr. Chairman:
The undersigned, pursuant to your direction, have given scrutiny
to the ballots cast on the Resolution for the Allocation of Special
Drawing Rights for the First Basic Period and have determined
that the Resolution has been adopted by the required majority.
/s/ C. C. STEPHANI
Cyprus—Teller

/s/ EDWARD SEAGA
Jamaica—Teller

Chairman of the Board of Governors
1969 Annual Meeting
International Monetary Fund
11
The following members of the Fund had deposited instruments setting
forth that the member undertakes all the obligations of a participant in the
Special Drawing Account as of 10:00 a.m., October 3, 1969 and were eligible to participate in the voting:
Afghanistan
Cyprus
Indonesia
Argentina
Denmark
Iran
Australia
Dominican Republic
Ireland
Belgium
Ecuador
Israel
Bolivia
El Salvador
Italy
Botswana
Finland
Jamaica
Brazil
Gambia, The
Japan
Burma
Germany
Jordan
Burundi
Ghana
Kenya
Canada
Greece
Korea
Ceylon
Guatemala
Laos
Chile
Guinea
Liberia
Colombia
Guyana
Malawi
Congo, Dem.
Haiti
Malaysia
Rep. of
Iceland
Mauritius
Costa Rica
India
Mexico
(Continued on page 300)
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Report III l
October 2, 1969
Mr. Chairman:
At the meeting of the Joint Procedures Committee held on October 2, 1969, the items of business on the agenda of the Board of
Governors of the International Monetary Fund, not previously
taken up in Report I of the Joint Procedures Committee, were
considered.
The Committee submits the following report and recommendations.
1. 7969 Annual Report
The Committee noted that provision had been made for the
annual discussion of the business of the Fund.
2. Financial Statements, Report on Audit, and Administrative
Budget
The Committee considered the Report on Audit for the Fiscal
Year ended April 30, 1969, the Financial Statements contained
therein (Fund Document No. 4 and Appendix VI of the 1969
Annual Report), and the Administrative Budget for the Fiscal
Year ending April 30, 1970 (Fund Document No. 6 and Appendix IV of the 1969 Annual Report).
Netherlands
Philippines
Trinidad and Tobago
New Zealand
Sierra Leone
Tunisia
Nicaragua
Somalia
Uganda
Nigeria
South Africa
United Arab Republic
Norway
Spain
United Kingdom
Pakistan
Sudan
United States
Panama
Swaziland
Venezuela
Paraguay
Sweden
Viet-Nam
Peru
Tanzania
Yugoslavia
1
Report II dealt with the business of the Boards of Governors of the
Bank, IFC and IDA. Report III and the Resolutions recommended therein
were adopted by the Board of Governors of the Fund, in Joint Session with
the Boards of Governors of the Bank, IFC and IDA, on October 3, 1969.
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The Committee recommends that the Board of Governors of the
Fund adopt the draft Resolution set forth in Fund Document
No. 5.2
3. General Reserve and Distribution of Net Income
The Committee considered the proposals and recommendations
of the Executive Directors, set forth in the letter of the Managing
Director and Chairman of the Executive Board to the Chairman of
the Board of Governors of the Fund, dated July 23, 1969, relating
to the General Reserve and Distribution of Net Income, in Fund
Document No. 7 [Annex I],
The Committee recommends that the Board of Governors of the
Fund adopt the draft Resolution set forth in Fund Document
No. 7.3
4. Adjustment of Quotas
The Committee considered the draft Resolution recommended
by the Executive Directors concerning the adjustment of the quotas
of the members of the Fund set forth in Fund Document No. 11
[Annex II].
The Committee recommends that the Board of Governors adopt
the draft Resolution set forth in Fund Document No. II. 4
5. Membership—Yemen Arab Republic
The Committee considered the recommendation of the Executive
Directors regarding the admission of the Yemen Arab Republic to
membership in the Fund set forth in Fund Document No. 12
[Annex III].
The Committee recommends that the Board of Governors adopt
the draft Resolution set forth in Fund Document No. 12.5
2

Resolution No. 24-13; see page 328.
Resolution No. 24-14; see page 328.
4
Resolution No. 24-15; see page 329.
•r> Resolution No. 25-16; see page 329.
3
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6. Membership—Equatorial Guinea
The Committee considered the recommendation of the Executive
Directors regarding the admission of Equatorial Guinea to membership in the Fund set forth in Fund Document No. 13 [Annex IV].
The Committee recommends that the Board of Governors adopt
the draft Resolution set forth in Fund Document No. 13.6
Approved:

/s/ JOSE MARIA DAGNINO PASTORE

/s/ E. H. K. MUDENDA

Argentina—Chairman

Zambia—Reporting Member

Annex I to Report III
July 23, 1969
Dear Mr. Chairman:
For the fiscal year ended April 30, 1969 the Fund earned a net
income of $70,837,822.03. In accordance with Article XII, Section 6 ( a ) of the Articles of Agreement, the Governors must determine annually what part of the Fund's income shall be placed to
reserve and what part, if any, shall be distributed.
At the Twenty-Third Annual Meeting the Board of Governors
approved the allocation to the General Reserve of an amount equal
to $18,285,243.52 and the distribution of an amount equal to
$37,458,481.60 to members in accordance with the provisions of
Article XII, Section 6(6).
Pursuant to the decision taken by the Executive Board on
April 14, 1958, the net income of the Fund subsequent to
April 30, 1968 has been transferred provisionally at the end of
each month to the General Reserve. The total amount thus transferred for the fiscal year ended April 30, 1969 is $70,837,822.03.
The Executive Directors propose that of this net income,
$38,942,122.76 be allocated to the General Reserve and that the
(5

Resolution No. 24-17; see page 332.

©International Monetary Fund. Not for Redistribution

COMMITTEE REPORTS

303

remainder, equal to $31,895,699.27, be distributed to members
at a rate of one and one-half per cent on the amount by which
75 per cent of each member's quota exceeded the average of the
Fund's holdings of the member's currency during the fiscal year
ended April 30, 1969.
The Executive Directors recommend that the Board of Governors adopt the attached draft Resolution7 approving the allocation of $38,942,122.76 to the General Reserve and the distribution
of $31,895,699.27 to members in accordance with the provisions
of Article XII, Section 6 ( a ) and (b).
Very truly yours,
/s/
PIERRE-PAUL SCHWEITZER
Managing Director
and
Chairman of the Executive Board
Chairman of the Board of Governors
1969 Annual Meeting
International Monetary Fund

Annex II to Report HI
September 17, 1969
Dear Mr. Chairman:
I am transmitting herewith on behalf of the Executive Board a
proposed Resolution,8 which is recommended for adoption by the
7
8

Resolution No. 24-14; see page 328.
Resolution No. 24-15; see page 329.
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Board of Governors, concerning the adjustment of the quotas of
the members of the Fund.
Very truly yours,
/s/
PIERRE-PAUL SCHWEITZER
Managing Director
and
Chairman of the Executive Board
Chairman of the Board of Governors
1969 Annual Meeting
International Monetary Fund

Annex III to Report III
September 29, 1969
Dear Mr. Chairman:
I am transmitting herewith on behalf of the Executive Board a
proposed Resolution,9 which is recommended for adoption by the
Board of Governors, on the admission of the Yemen Arab Republic to membership in the Fund.
Very truly yours,
A/
PIERRE-PAUL SCHWEITZER
Managing Director
and
Chairman of the Executive Board
Chairman of the Board of Governors
1969 Annual Meeting
International Monetary Fund
9

Resolution No. 24-16; see page 329.
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Annex IV to Report 111
September 29, 1969
Dear Mr. Chairman:
I am transmitting herewith on behalf of the Executive Board a
proposed Resolution,10 which is recommended for adoption by the
Board of Governors, on the admission of Equatorial Guinea to
membership in the Fund.
Very truly yours,
/s/
PIERRE-PAUL SCHWEITZER
Managing Director
and
Chairman of the Executive Board
Chairman of the Board of Governors
1969 Annual Meeting
International Monetary Fund

Report IV 1
October 2, 1969
Mr. Chairman:
The Joint Procedures Committee met on October 2, 1969, and
submits the following report:
1. 7977 Annual Meetings
The Committee recommends that the 1971 Annual Meetings of
the Boards of Governors be convened in Washington, D. C.
10

Resolution No. 24-17; see page 332.

1

Report IV and the recommendations therein were adopted by the Boards
of Governors of the Fund and of the Bank, IFC and IDA, in Joint Session,
on October 3, 1969.
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2. Officers and Joint Procedures Committee
The Committee recommends that the Governors for Tunisia be
elected Chairmen, and that the Governors for Japan and Uganda
be elected Vice Chairmen, of the Boards of Governors of the Fund
and of the Bank and its Affiliates to hold office until the close of
the next Annual Meetings.
It is further recommended that a Joint Procedures Committee
be established to be available after the termination of these Meetings, and until the close of the next Annual Meetings, for consultation at the discretion of the Chairmen normally by correspondence
and, if occasion requires, by convening; and that this Committee
shall consist of the Governors for the following members: Cyprus,
Denmark, El Salvador, France, Germany, India, Indonesia, Japan,
Malagasy Republic, Malawi, Mexico, Netherlands, New Zealand,
Pakistan, Paraguay, Tunisia, Uganda, United Arab Republic,
United Kingdom, and United States.
It is recommended that the Chairmen of the Joint Procedures
Committee shall be the Governors for Tunisia and the Vice Chairmen shall be the Governors for Japan and Uganda and that the
Governors for New Zealand shall serve as Reporting Members.
Approved:
/s/ JOSE MARIA DAGNINO PASTORE
/s/ EGIDIO IANNELLA
/s/ E. H. K. MUDENDA
Argentina—Chairmen
Zambia—Reporting Member
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RESOLUTIONS
Resolution No. 24-1
Place and Date of 1970 Annual Meeting
The Executive Board resolved on December 20, 1968 that action
in connection with the place and date of the 1970 Annual Meeting
should not be postponed until the next regular meeting of the Board
of Governors.
In accordance with Section 13 of the By-Laws, the following
Resolution was submitted to the Governors on December 23, 1968
for a vote without meeting:
RESOLVED:
That the 1970 Annual Meeting be convened in Copenhagen,
Denmark, in September 1970.
The Board of Governors adopted the foregoing Resolution, effective January 21, 1969.
Resolution No. 24-2
Increase in the Quota of Panama
Under date of November 19, 1968, the Government of Panama
requested that its quota be increased from $11.25 million to $28
million. The Executive Board resolved on December 30, 1968
that action on the request should not be postponed until the next
regular meeting of the Board of Governors.
In accordance with Section 13 of the By-Laws, the following
Resolution was submitted to the Governors on January 3, 1969
for a vote without meeting:
307
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RESOLVED:
That the quota of Panama shall be changed to $28 million, provided that Panama consents to the change on or before August 4,
1969, and provided further that, if extraordinary circumstances are
deemed by the Executive Directors to warrant an extension of the
period in which consent is required pursuant to this Resolution, the
Executive Directors may extend such period until such later date
or dates as they may determine. Not less than 25 per cent of the
increase shall be paid in gold and the balance in the currency of
Panama. The change shall become effective on the date the Fund
receives notice in writing that Panama consents to the change but
not sooner than the date of this Resolution. Such written consent
shall be signed by a competent official whose authority and signature are duly authenticated.
The Board of Governors adopted the foregoing Resolution,
effective February 3, 1969. The written notice that Panama consented to the increase was received in the Fund on February 17,
1969, on which date the new quota became effective.

Resolution No. 24-3
Amendment of Section 14 of the By-Laws
The Executive Board resolved on January 15, 1969 that action
on the amendment should not be postponed until the next regular
meeting of the Board of Governors.
In accordance with Section 13 of the By-Laws, the following
Resolution was submitted to the Governors on January 15, 1969
for a vote without meeting:
RESOLVED:
1. That, effective November 1, 1968, Section 14(e) of the ByLaws shall be amended by substituting $31,000 where the figure of
$28,000 appears, and by substituting $25,000 where the figure of
$22,000 appears, and furthermore by deleting the phrase in the
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same section "except that no Executive Director shall draw more
than $25,000 and no Alternate shall draw more than $20,000 as
salary" and that Section 14(c) of the By-Laws shall be amended
by substituting the figure of $50,000 for $40,000.
2. That the first paragraph of Section 14(f) of the By-Laws be
amended to read as follows:
(f) The Executive Directors and their Alternates are to be reimbursed, in addition, for all reasonable expenses incurred during absence from the seat of the Fund while on official Fund
business, and for reasonable expenses actually incurred by them
in Washington or in the place of the annual meeting of the Board
of Governors in connection with official Fund business to entertain senior officials coming from the countries that appointed,
elected, or designated them. They shall also be reimbursed for
travel and transportation expenses for themselves, their families,
and their personal effects in moving once to the seat of the Fund
during or immediately before their periods of service, and in
moving once from the seat during or within a reasonable period
after their periods of service.
The Board of Governors adopted the foregoing Resolution,
effective February 13, 1969.
Resolution No. 24-4
Membership for Swaziland
On September 12, 1968, the Government of Swaziland applied
for membership in the Fund. The Executive Board resolved on
March 17, 1969 that action on the application should not be postponed until the next regular meeting of the Board of Governors.
In accordance with Section 13 of the By-Laws, the following
Resolution was submitted to the Governors on March 20, 1969 for
a vote without meeting:
WHEREAS, the Government of Swaziland on September 12, 1968
applied for admission to membership in the International Monetary
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Fund in accordance with Section 2 of Article II of the Articles of
Agreement of the Fund; and
WHEREAS, pursuant to Section 21 of the By-Laws of the Fund,
the Executive Directors have consulted with the representatives of
that Government and have agreed upon the terms and conditions
which, in the opinion of the Executive Directors, the Board of Governors may wish to prescribe for admitting Swaziland to membership in the Fund;
Now, THEREFORE, the Board of Governors, having considered
the recommendations of the Executive Directors, hereby resolves
that the terms and conditions upon which Swaziland shall be admitted to membership in the Fund shall be as follows:
1. Definitions: As used in this Resolution:
(a) The term "Fund" means the International Monetary
Fund.
(b) The term "Articles" means the Articles of Agreement of
the International Monetary Fund.
(c) The term "dollars" or "$" means United States dollars
of the weight and fineness in effect on July 1, 1944.
2. Quota: The quota of Swaziland shall be $6 million.
3. Subscription: The subscription of Swaziland shall be equal
to its quota. Swaziland shall pay in gold not less than 3
per cent of its subscription and the balance of the subscription shall be paid in the currency of Swaziland.
4. Payment of Subscription: The portion of the subscription to
be paid in gold shall be paid not later than the day the Articles are signed on behalf of Swaziland. In case Swaziland
does not acquire membership in the Fund the gold so paid
shall be returned to it by the Fund. The remaining part of
the subscription which has not been paid in gold shall be
paid before the thirtieth day after the initial par value of the
currency of Swaziland has been agreed in accordance with
paragraph 5 below.

©International Monetary Fund. Not for Redistribution

RESOLUTIONS

311

5. Determination of Par Value: Within 30 days after the Fund
so requests, Swaziland shall communicate to the Fund a proposed par value for its currency, and within 60 days following the Fund's receipt of the proposed par value, Swaziland
and the Fund shall agree on an initial par value for the currency; provided that the Fund may extend the period of 60
days and that Swaziland shall be deemed to have withdrawn
from the Fund if agreement on a par value has not been
reached when the extended period expires. In the period
between accepting membership and the establishment of an
initial par value pursuant to this paragraph, Swaziland shall
not change its exchange rates prevailing at the time of accepting membership without agreement with the Fund after prior
consultation.
6. Exchange Transactions with the Fund: Swaziland may not
engage in exchange transactions with the Fund until both
(a) the par value of its currency has been agreed in accordance with paragraph 5 above and put into operation and (b)
its subscription has been paid in full; provided, however, that
at any time before the requirements under (a) and (b) have
been met, the Executive Directors are authorized to permit
exchange transactions with Swaziland under such conditions
and in such amounts as may be prescribed by the Executive
Directors.
7. Representation and Information: Before accepting membership in the Fund, Swaziland shall represent to the Fund that
Swaziland has taken all action necessary to sign and deposit
the Instrument of Acceptance and sign the Articles, as contemplated by paragraph 8(a) and (b) of this Resolution,
and Swaziland shall furnish to the Fund such information in
respect of such action as the Fund may request.
8. Acceptance of Membership: After the Fund shall have informed the Government of the United States of America that
Swaziland has complied with the conditions set forth in paragraph 7 of this Resolution, Swaziland shall become a member of the Fund as of the date when Swaziland shall have
complied with the following requirements:
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(a) Swaziland shall deposit with the Government of the
United States of America an instrument stating that it
has accepted in accordance with its law the Articles and
all the terms and conditions prescribed in this Resolution, and that it has taken all steps necessary to enable
it to carry out all its obligations under the Articles and
this Resolution; and
(b) Swaziland shall sign the original copy of the Articles
held in the Archives of the Government of the United
States of America.
9. Period for Acceptance of Membership: Swaziland may accept membership in the Fund pursuant to this Resolution
within six months of the effective date of this Resolution,
which date shall be the date of its adoption by the Board of
Governors; provided, however, that, if extraordinary circumstances are deemed by the Executive Directors to warrant an
extension of the period during which the applicant may
accept membership pursuant to this Resolution, the Executive Directors may extend such period until such later date
as they may determine.
The Board of Governors adopted the foregoing Resolution, effective April 21, 1969. The Articles of Agreement were signed by
The Honorable Leopold Lovell, Minister for Finance of Swaziland,
on behalf of the Government of Swaziland, on September 22, 1969.
Resolution No. 24-5
Membership for Southern Yemen
On August 14, 1968, the Government of Southern Yemen applied for membership in the Fund. The Executive Board resolved
on May 23,1969 that action on the application should not be postponed until the next regular meeting of the Board of Governors.
In accordance with Section 13 of the By-Laws, the following
Resolution was submitted to the Governors on June 3, 1969 for a
vote without meeting:
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WHEREAS, the Government of Southern Yemen on August 14,
1968 applied for admission to membership in the International
Monetary Fund in accordance with Section 2 of Article II of the
Articles of Agreement of the Fund; and
WHEREAS, pursuant to Section 21 of the By-Laws of the Fund,
the Executive Directors have consulted with the representatives of
that Government and have agreed upon the terms and conditions
which, in the opinion of the Executive Directors, the Board of Governors may wish to prescribe for admitting Southern Yemen to
membership in the Fund;
Now, THEREFORE, the Board of Governors, having considered
the recommendations of the Executive Directors, hereby resolves
that the terms and conditions upon which Southern Yemen shall
be admitted to membership in the Fund shall be as follows:
1. Definitions: As used in this Resolution:
(a) The term "Fund" means the International Monetary
Fund.
(b) The term "Articles" means the Articles of Agreement
of the International Monetary Fund.
(c) The term "dollars" or "$" means United States dollars
of the weight and fineness in effect on July 1, 1944.
2. Quota: The quota of Southern Yemen shall be $22 million.
3. Subscription: The subscription of Southern Yemen shall be
equal to its quota. Southern Yemen shall pay in gold not
less than $2 million and the balance of the subscription shall
be paid in the currency of Southern Yemen.
4. Payment of Subscription: The portion of the subscription to
be paid in gold shall be paid not later than the day the Articles are signed on behalf of Southern Yemen. In case Southern Yemen does not acquire membership in the Fund the
gold so paid shall be returned to it by the Fund. The remaining part of the subscription which has not been paid in gold
shall be paid before the thirtieth day after the initial par value

©International Monetary Fund. Not for Redistribution

314

SUMMARY PROCEEDINGS, 1969

of the currency of Southern Yemen has been agreed in accordance with paragraph 5 below.
5. Determination of Par Value: Within 30 days after the Fund
so requests, Southern Yemen shall communicate to the Fund
a proposed par value for its currency, and within 60 days following the Fund's receipt of the proposed par value, Southern Yemen and the Fund shall agree on an initial par value
for the currency; provided that the Fund may extend the
period of 60 days and that Southern Yemen shall be deemed
to have withdrawn from the Fund if agreement on a par
value has not been reached when the extended period expires. In the period between accepting membership and the
establishment of an initial par value pursuant to this paragraph, Southern Yemen shall not change its exchange rates
prevailing at the time of accepting membership without
agreement with the Fund after prior consultation.
6. Exchange Transactions -with the Fund: Southern Yemen may
not engage in exchange transactions with the Fund until both
(a) the par value of its currency has been agreed in accordance with paragraph 5 above and put into operation and (b)
its subscription has been paid in full; provided, however, that
at any time before the requirements under (a) and (b) have
been met, the Executive Directors are authorized to permit
exchange transactions with Southern Yemen under such conditions and in such amounts as may be prescribed by the
Executive Directors.
7. Representation and Information: Before accepting membership in the Fund, Southern Yemen shall represent to the
Fund that Southern Yemen has taken all action necessary to
sign and deposit the Instrument of Acceptance and sign the
Articles, as contemplated by paragraph 8 (a) and (b) of this
Resolution, and Southern Yemen shall furnish to the Fund
such information in respect of such action as the Fund may
request.
8. Acceptance of Membership: After the Fund shall have informed the Government of the United States of America
that Southern Yemen has complied with the conditions set
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forth in paragraph 7 of this Resolution, Southern Yemen
shall become a member of the Fund as of the date when
Southern Yemen shall have complied with the following
requirements:
(a) Southern Yemen shall deposit with the Government of
the United States of America an instrument stating that
it has accepted in accordance with its law the Articles
and all the terms and conditions prescribed in this Resolution, and that it has taken all steps necessary to enable it to carry out all its obligations under the Articles
and this Resolution; and
(b) Southern Yemen shall sign the original copy of the Articles held in the Archives of the Government of the
United States of America.
9. Period for Acceptance of Membership: Southern Yemen may
accept membership in the Fund pursuant to this Resolution
within six months of the effective date of this Resolution,
which date shall be the date of its adoption by the Board of
Governors; provided, however, that, if extraordinary circumstances are deemed by the Executive Directors to warrant an
extension of the period during which the applicant may
accept membership pursuant to this Resolution, the Executive Directors may extend such period until such later date
as they may determine.
The Board of Governors adopted the foregoing Resolution, effective July 2, 1969. The Articles of Agreement were signed by His
Excellency Mahmoud Ushaish, Minister of Finance of Southern
Yemen, on behalf of the Government of Southern Yemen, on
September 29, 1969.

Resolution No. 24-6
Increase in the Quota of Jamaica
Under date of May 14, 1969, the Government of Jamaica requested that its quota be increased from $30 million to $38 million.
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The Executive Board resolved on June 25, 1969 that action on the
request should not be postponed until the next regular meeting of
the Board of Governors.
In accordance with Section 13 of the By-Laws, the following
Resolution was submitted to the Governors on June 27, 1969 for
a vote without meeting:
RESOLVED:
That the quota of Jamaica shall be changed to $38 million, provided that Jamaica consents to the change on or before January 23,
1970, and provided further that, if extraordinary circumstances are
deemed by the Executive Directors to warrant an extension of the
period in which consent is required pursuant to this Resolution, the
Executive Directors may extend such period until such later date
or dates as they may determine. Not less than 25 per cent of the
increase shall be paid in gold and the balance in the currency of
Jamaica. The change shall become effective on the date the Fund
receives notice in writing that Jamaica consents to the change but
not sooner than the date of this Resolution. Such written consent
shall be signed by a competent official whose authority and signature are duly authenticated.
The Board of Governors adopted the foregoing Resolution, effective July 23, 1969. The written notice that Jamaica consented to
the increase was received in the Fund on October 31, 1969, on
which date the new quota became effective.

Resolution No. 24-7
Membership for Cambodia
On October 21, 1968, the Government of Cambodia applied -for
membership in the Fund. The Executive Board resolved on June
23, 1969 that action on the application should not be postponed
until the next regular meeting of the Board of Governors.
In accordance with Section 13 of the By-Laws, the following
Resolution was submitted to the Governors on June 26, 1969 jor
a vote without meeting:
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WHEREAS, the Government of Cambodia on October 21, 1968
applied for admission to membership in the International Monetary
Fund in accordance with Section 2 of Article II of the Articles of
Agreement of the Fund; and
WHEREAS, pursuant to Section 21 of the By-Laws of the Fund,
the Executive Directors have consulted with the representatives of
that Government and have agreed upon the terms and conditions
which, in the opinion of the Executive Directors, the Board of Governors may wish to prescribe for admitting Cambodia to membership in the Fund;
Now, THEREFORE, the Board of Governors, having considered
the recommendations of the Executive Directors, hereby resolves
that the terms and conditions upon which Cambodia shall be admitted to membership in the Fund shall be as follows:
1. Definitions: As used in this Resolution:
(a) The term "Fund" means the International Monetary
Fund.
(b) The term "Articles" means the Articles of Agreement of
the International Monetary Fund.
(c) The term "dollars" or "$" means United States dollars
of the weight and fineness in effect on July 1, 1944.
2. Quota: The quota of Cambodia shall be $19 million.
3. Subscription: The subscription of Cambodia shall be equal
to its quota. Cambodia shall pay in gold not less than $4.75
million and the balance of the subscription shall be paid in
the currency of Cambodia.
4. Payment of Subscription: The portion of the subscription to
be paid in gold shall be paid not later than the day the Articles are signed on behalf of Cambodia. In case Cambodia
does not acquire membership in the Fund the gold so paid
shall be returned to it by the Fund. The remaining part of
the subscription which has not been paid in gold shall be
paid before the thirtieth day after the initial par value of the
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currency of Cambodia has been agreed in accordance with
paragraph 5 below.
5. Determination of Par Value: Within 30 days after the Fund
so requests, Cambodia shall communicate to the Fund a proposed par value for its currency, and within 60 days following the Fund's receipt of the proposed par value, Cambodia and the Fund shall agree on an initial par value for
the currency; provided that the Fund may extend the period
of 60 days and that Cambodia shall be deemed to have
withdrawn from the Fund if agreement on a par value has
not been reached when the extended period expires. In the
period between accepting membership and the establishment
of an initial par value pursuant to this paragraph, Cambodia
shall not change its exchange rates prevailing at the time of
accepting membership without agreement with the Fund
after prior consultation.
6. Exchange Transactions with the Fund: Cambodia may not
engage in exchange transactions with the Fund until both
(a) the par value of its currency has been agreed in accordance with paragraph 5 above and put into operation and
(b) its subscription has been paid in full; provided, however,
that at any time before the requirements under (a) and (b)
have been met, the Executive Directors are authorized to
permit exchange transactions with Cambodia under such conditions and in such amounts as may be prescribed by the
Executive Directors.
7. Representation and Information: Before accepting membership in the Fund, Cambodia shall represent to the Fund that
Cambodia has taken all action necessary to sign and deposit
the Instrument of Acceptance and sign the Articles, as contemplated by paragraph 8 (a) and (b) of this Resolution,
and Cambodia shall furnish to the Fund such information in
respect of such action as the Fund may request.
8. Acceptance of Membership: After the Fund shall have informed the Government of the United States of America that
Cambodia has complied with the conditions set forth in para-
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graph 7 of this Resolution, Cambodia shall become a member of the Fund as of the date when Cambodia shall have
complied with the following requirements:
(a) Cambodia shall deposit with the Government of the
United States of America an instrument stating that it
has accepted in accordance with its law the Articles and
all the terms and conditions prescribed in this Resolution, and that it has taken all steps necessary to enable
it to carry out all its obligations under the Articles and
this Resolution; and
(b) Cambodia shall sign the original copy of the Articles
held in the Archives of the Government of the United
States of America.
9. Period for Acceptance of Membership: Cambodia may accept membership in the Fund pursuant to this Resolution
within six months of the effective date of this Resolution,
which date shall be the date of its adoption by the Board of
Governors; provided, however, that, if extraordinary circumstances are deemed by the Executive Directors to warrant an
extension of the period during which the applicant may
accept membership pursuant to this Resolution, the Executive Directors may extend such period until such later date
as they may determine.
The Board of Governors adopted the foregoing Resolution, effective July 28, 1969.
Resolution No. 24-8
Amendment of Section 14(e) of the By-Laws
The Executive Board resolved on June 27, 1969 that action on
the amendment should not be postponed until the next regular
meeting of the Board of Governors.
In accordance with Section 13 of the By-Laws, the following
Resolution was submitted to the Governors on July 1, 1969 ]or
a vote without meeting:
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RESOLVED:
(a) That Section 14(e) of the By-Laws of the Fund be amended
by substituting $35,000 where the figure of $31,000 appears, and by substituting $27,000 where the figure of
$25,000 appears.
(b) That Section 14(e) of the By-Laws of the Fund be further
amended to add thereto the following paragraph:
A Joint Committee on the Remuneration of Executive
Directors and their Alternates, appointed by the Chairmen of the Boards of Governors of the Fund and Bank
and consisting of one of the Chairmen and two former
Governors or Alternate Governors of the Fund or Bank
chosen by the Chairmen in consultation with the Managing Director of the Fund and the President of the
Bank, shall be constituted in January of each year in
which a regular election of Executive Directors is scheduled, starting with the year 1972, to consider the adequacy of the remuneration of Executive Directors of
the Fund and the Bank, and their Alternates, and to
prepare a report, which shall be submitted to the Board of
Governors of the Fund by July 1 of that year, containing
such recommendations for any changes in such remuneration or for any other action by the Board of Governors
relating thereto as the Joint Committee shall deem
appropriate.
(c) That these amendments shall become effective August 1,
1969.
The Board of Governors adopted the foregoing Resolution, effective July 30, 1969.

Resolution No. 24-9l
Amendments of the By-Laws
RESOLVED:
That Sections of the By-Laws of the Fund shall be amended as
set forth in the attached Annex.
1

Adopted by the Board of Governors of the Fund on October 2, 1969.
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Annex to Resolution No. 24-9
AMENDMENTS TO BY-LAWS
OF THE INTERNATIONAL MONETARY FUND 2
SEC. 2. GENERAL ACCOUNT AND
SPECIAL DRAWING ACCOUNT

In matters pertaining exclusively to the Special Drawing Account
the references in these By-Laws, other than in Sections 4, 5, and
13(b), to members of the Fund or to Governors and Executive
Directors shall be understood to refer only to members that are
participants or to Governors appointed by members that are participants and Executive Directors appointed or elected by at least
one member that is a participant.
SEC. 5. ATTENDANCE AT MEETINGS

(c) The Executive Directors are authorized to invite the International Bank for Reconstruction and Development to send a representative of the Bank to meetings of the Board of Governors and
Executive Directors who may participate in such meetings, but
shall have no vote.
(d) The Executive Directors are authorized to accept invitations
from the Bank to send a representative of the Fund to participate
in meetings of the Board of Governors or Executive Directors of
the Bank.
SEC. 10. REPORT OF EXECUTIVE DIRECTORS

The Executive Directors shall have prepared for presentation at
the annual meeting of the Board of Governors an annual report in
which shall be discussed the operations and policies of the Fund
and which shall make recommendations to the Board of Governors
on the problems confronting the Fund. The Executive Directors
shall review, as part of the annual report, both the operation of the
Special Drawing Account and the adequacy of global reserves.
2

The amended text is shown in italics.
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SEC. 13. VOTING WITHOUT MEETING

(a) Whenever, in the judgment of the Executive Directors, any
action by the Fund must be taken by the Board of Governors which
should not be postponed until the next regular meeting of the Board
and does not warrant the calling of a special meeting of the Board,
the Executive Directors shall request Governors to vote without
meeting.
(b) The Executive Directors shall present to each member by
any rapid means of communication a motion embodying the proposed action.
(c) Votes shall be cast during such period as the Executive Directors may prescribe, provided that no Governor shall vote on any
such motion until 7 days after dispatch of the motion, unless he is
notified that the Executive Directors have waived this requirement.
At the expiration of the period prescribed for voting, the Executive
Directors shall record the results and the Managing Director shall
notify all members. If the replies received do not include a majority of the Governors exercising two-thirds of the total voting power,
which is required for a quorum of the Board of Governors, the
motion shall be considered lost.
SEC. 15. DELEGATION OF AUTHORITY

The Executive Directors are authorized by the Board of Governors to exercise all the powers of the Fund except those reserved
to the Board by Article XII, Section 2(b), Article XXVII(a)(i), and
other provisions of the Articles of Agreement. The Executive
Directors shall not take any action pursuant to powers delegated
by the Board of Governors which is inconsistent with any action
taken by the Board.
SEC. 20. BUDGET AND AUDITS

(b) An external audit of the financial records and transactions of
the Fund shall be made annually and such audit shall relate to the
period representing the fiscal year of the Fund. The Executive
Directors shall submit the Fund's audited balance sheet and audited
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statement of income and expense to the Board of Governors to be
considered by them at their annual meeting.
The annual audit shall be made by an audit committee consisting
of either three or five persons each of whom shall be nominated by
a different member of the Fund and confirmed by the Executive
Directors. At least one person serving on each audit committee
shall be nominated by one of the six members of the Fund having
the largest quotas, and at least one person shall be nominated by a
member that is also a participant. The Executive Directors shall
determine, in the case of each audit, whether the audit committee
shall consist of three or five persons and which members of the
Fund shall be requested to nominate persons to serve on the committee. The service of the members of each audit committee shall
terminate upon completion of the annual audit and submission of
the report on audit.
Each audit committee shall elect one of its members as chairman,
shall determine its own procedure, and shall otherwise be independent of the Management of the Fund in conducting the annual audit
according to generally accepted auditing standards.
The annual audit shall be comprehensive with respect to examination of the financial records of the Fund; shall extend, insofar as
practicable, to the ascertainment that operations and transactions
conducted through the General Account or the Special Drawing
Account during the period under review are supported by the necessary authority; and shall determine that there is adequate and
faithful accounting for the assets and liabilities of the Fund and jor
special drawing rights. It shall thereby establish an appropriate
basis for conclusion concerning the financial position of the Fund
at the close of the fiscal year and the results of its operations and
transactions during that year. For this purpose, the audit committee shall have access to the accounting records of the Fund and
other supporting evidence of its operations and transactions, and
shall be furnished by the Management of the Fund with such information and representations as may be required in connection with
the audit. The members of the audit committee shall respect the
confidential nature of their service and the information made available for purposes of the audit.
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All accounts of the General Account shall be summarized in
United States dollars; and for this purpose gold shall be valued in
terms of United States dollars at the par value of the United States
dollar, and all members' currencies shall be converted at their par
values or in accordance with a decision of the Fund pursuant to
Article IV, Section 8 of the Articles of Agreement. The accounts
of the Special Drawing Account shall be summarized in units of
value of special drawing rights.
The Executive Directors shall decide all questions of policy
raised by requests of the audit committee for particular information
or the inspection of particular records or documents. The refusal
of any such requests for reasons of policy shall be explained in the
comments of the Executive Directors forwarded to the Board of
Governors with the report on audit.
Any question the audit committee may have concerning interpretation of the Articles of Agreement, the By-Laws, or the Rules and
Regulations shall be discussed with the Managing Director, or officials designated by him, and if the reply is not completely satisfactory to the audit committee, shall be referred to the Executive
Directors through the Managing Director.
The audit committee shall submit its report on audit to the Board
of Governors for consideration by them at their annual meeting.
Such submission shall be made through the Managing Director and
the Executive Directors who shall forward with the report on audit
their comments thereon. The audit committee shall afford the
Managing Director an opportunity for explanation to them before
deciding that any matter seems to require criticism in the report
on audit.
The audit committee may formally furnish the Managing Director and Executive Directors their views and suggestions concerning
the system of accounting, internal financial control, and documentary or other procedure which may technically strengthen or improve the administration of the Fund's financial affairs. Such matters need not be dealt with in the report on audit unless the audit
committee believes they are of such moment as to warrant inclusion.
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The Managing Director shall determine what expenses are necessary and reasonable in connection with each annual audit and the
Fund shall bear such expenses.
SEC. 23. COMMITTEE ON INTERPRETATION
[to be submitted at a later time]
SEC. 24. SETTLEMENT OF DISAGREEMENTS

The President of the International Court of Justice is prescribed
as the authority to appoint an umpire whenever there arises a disagreement of the type referred to in Article XVIII(c) or Article
XXVll(d) of the Articles of Agreement.
SEC. 25. OTHER HOLDERS

Applications to be permitted to accept, hold, and use special
drawing rights under Article XXIII, Section 3, shall be filed with
the Fund with all relevant facts. When submitting an application
to the Board of Governors, the Executive Directors after consultation with the applicant shall recommend to the Board such terms
and conditions as, in the opinion of the Executive Directors, the
Board of Governors may wish to prescribe.
SEC. 26. AMENDMENT OF BY-LAWS
[formerly numbered SEC. 24]

Resolution No. 24-10l
Amendments of the Rules and Regulations
RESOLVED:
That the Board of Governors of the Fund hereby notifies the
Executive Directors that it has reviewed the amendments to the
Rules and Regulations adopted by the Executive Directors since
the 1968 Annual Meeting and has no changes to suggest.
1

Adopted by the Board of Governors of the Fund on October 2, 1969.
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Resolution No. 24-111
Rules for the Vote on the Resolution for the Allocation
of Special Drawing Rights for the First Basic Period
RESOLVED:
THAT the Board of Governors of the Fund adopt the following
Rules for the Vote on the Resolution for the Allocation of Special
Drawing Rights for the First Basic Period:
1. Governors for participants shall vote on the Resolution for
the Allocation of Special Drawing Rights for the First Basic
Period by ballot. Each Governor shall cast his vote by depositing a ballot, signed by him, in the ballot box at a call
of the participants during the session on Thursday morning,
October 2, 1969, or, thereafter, until 10:00 a.m. Friday,
October 3, 1969, at a polling place to be designated by the
Chairman of the Board of Governors.
2. The Chairman shall appoint such tellers and such assistants
and take such action as he deems necessary for the conduct
of the vote.
3. A ballot shall be furnished to each Governor entitled to vote.
4. If the tellers shall be of the opinion that any ballot is not
properly executed, they shall, if possible, afford the Governor
concerned an opportunity to correct it before tallying the
results, and such ballot, if corrected, shall be deemed valid.
5. When the balloting has been closed, the Chairman shall
cause a final tally to be made and the results to be announced
before the close of the Annual Meeting.
Resolution No. 24-122
Allocation of Special Drawing Rights for the First Basic Period
WHEREAS the Managing Director has submitted a proposal for
the allocation of special drawing rights pursuant to Article XXIV,
1
2

Adopted by the Board of Governors of the Fund on October 2, 1969.
Adopted by the Board of Governors of the Fund on October 3, 1969.
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Section 4, of the Articles of Agreement of the International Monetary Fund; and
WHEREAS in the Report containing his proposal, the Managing
Director has declared that, before making the proposal, he had
satisfied himself that the proposal will be consistent with the provisions of Article XXIV, Section l(a), and that, after consultation,
he has ascertained that there is broad support among participants
for the proposal;
WHEREAS the Managing Director, on the occasion of this proposal for the first allocation, has satisfied himself that the provisions
of Article XXIV, Section l(b), have been met and that there is
broad support among participants to begin allocations; and
WHEREAS the Executive Directors have concurred in the proposal of the Managing Director;
Now, THEREFORE, the Board of Governors, being satisfied that
the proposal of the Managing Director meets the principles and
considerations governing the allocation of special drawing rights
set forth in Article XXIV, Section 1, hereby RESOLVES that:
1. The Fund shall make allocations to participants in the Special Drawing Account, in accordance with the Articles of
Agreement, during a basic period of three years which shall
begin on January 1, 1970.
2. Allocations during the basic period shall be made on January 1, 1970, January 1, 1971, and January 1, 1972.
3. Allocations shall be on the basis of quotas on the day before
the dates of the allocations.
4. The rate for the first allocation shall be 17.5 per cent and
the rate for the second and third allocations shall be 15 per
cent, provided that these rates shall be adjusted, to the nearest one tenth of one percentage point, by multiplying them
by the ratio of $20 billion to the total of quotas on the day
before allocation of those participants which were members
of the Fund on December 31, 1969.
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Resolution No. 24-131
Financial Statements, Report on Audit, and Administrative Budget
RESOLVED:
That the Board of Governors of the Fund considers the Report
on Audit for the Fiscal Year ended April 30, 1969, the Financial
Statements contained therein, and the Administrative Budget for
the Fiscal Year ending April 30, 1970 as fulfilling the requirements
of Article XII, Section 7 of the Articles of Agreement and Section
20 of the By-Laws.

Resolution No. 24-14l
General Reserve and Distribution of Net Income
RESOLVED:
The Board of Governors, having noted the recommendation of
the Executive Directors and the considerations relating thereto set
forth in the letter of transmittal of July 23, 1969 from the Managing Director and Chairman of the Executive Board to the Chairman
of the Board of Governors, determines that of the net income of
$70,837,822.03 for the fiscal year ended April 30, 1969:
1. an amount equal to $38,942,122.76 shall be allocated to the
General Reserve, and
2. an amount equal to $31,895,699.27 shall be distributed to
members in accordance with the provisions of Article XII, Section 6(b) at a rate of one and one-half per cent on the amount by
which 75 per cent of each member's quota exceeded the average of
the Fund's holdings of the member's currency during the fiscal year
ended April 30, 1969.
1
Adopted by the Board of Governors of the Fund, in Joint Session with
the Boards of Governors of the Bank, IFC and IDA, on October 3, 1969.
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Resolution No. 24-15l
Adjustment of Quotas
WHEREAS the Executive Directors have been considering the
question of an appropriate adjustment of the quotas of Fund members; and
WHEREAS the Executive Directors have been considering this
question in relation to the allocation of special drawing rights; and
WHEREAS the Board of Governors has adopted a Resolution on
the allocation of special drawing rights for a first basic period of
three years beginning on January 1, 1970; and
WHEREAS the Fifth Quinquennial Review of Quotas is to begin
not later than the end of 1969; and
WHEREAS Governors have expressed their views on the Fifth
Quinquennial Review and the adjustment of quotas;
Now, THEREFORE, the Board of Governors hereby RESOLVES:
That the Executive Directors proceed promptly with the consideration of the adjustment of the quotas of members of the Fund and
submit an appropriate proposal to the Board of Governors not later
than December 31, 1969.

Resolution No. 24-16l
Membership for the Yemen Arab Republic
WHEREAS, the Government of the Yemen Arab Republic on
May 29, 1969 applied for admission to membership in the International Monetary Fund in accordance with Section 2 of Article II of
the Articles of Agreement of the Fund; and
1

Adopted by the Board of Governors of the Fund, in Joint Session with
the Boards of Governors of the Bank, IFC and IDA, on October 3, 1969.
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WHEREAS, pursuant to Section 21 of the By-Laws of the Fund,
the Executive Directors have consulted with the representatives of
that Government and have agreed upon the terms and conditions
which, in the opinion of the Executive Directors, the Board of Governors may wish to prescribe for admitting the Yemen Arab Republic to membership in the Fund;
Now, THEREFORE, the Board of Governors, having considered
the recommendations of the Executive Directors, hereby resolves
that the terms and conditions upon which the Yemen Arab Republic shall be admitted to membership in the Fund shall be as follows:
1. Definitions: As used in this Resolution:
(a) The term "Fund" means the International Monetary
Fund.
(b) The term "Articles" means the Articles of Agreement of
the International Monetary Fund.
(c) The term "dollars" or "$" means United States dollars
of the weight and fineness in effect on July 1, 1944.
2. Quota: The quota of the Yemen Arab Republic shall be $8
million.
3. Subscription: The subscription of the Yemen Arab Republic
shall be equal to its quota. The Yemen Arab Republic shall
pay in gold $1.5 million and the balance of the subscription
shall be paid in the currency of the Yemen Arab Republic.
4. Payment of Subscription: The portion of the subscription to
be paid in gold shall be paid not later than the day the Articles are signed on behalf of the Yemen Arab Republic. In
case the Yemen Arab Republic does not acquire membership
in the Fund the gold so paid shall be returned to it by the
Fund. The remaining part of the subscription which has not
been paid in gold shall be paid before the thirtieth day after
the initial par value of the currency of the Yemen Arab Republic has been agreed in accordance with paragraph 5 below.
5. Determination of Par Value: Within 30 days after the Fund
so requests, the Yemen Arab Republic shall communicate to
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the Fund a proposed par value for its currency, and within
60 days following the Fund's receipt of the proposed par
value, the Yemen Arab Republic and the Fund shall agree
on an initial par value for the currency; provided that the
Fund may extend the period of 60 days and that the Yemen
Arab Republic shall be deemed to have withdrawn from the
Fund if agreement on a par value has not been reached when
the extended period expires. In the period between accepting membership and the establishment of an initial par value
pursuant to this paragraph, the Yemen Arab Republic shall
not change its exchange rates prevailing at the time of accepting membership without agreement with the Fund after
prior consultation.
6. Exchange Transactions with the Fund: The Yemen Arab
Republic may not engage in exchange transactions with the
Fund until both (a) the par value of its currency has been
agreed in accordance with paragraph 5 above and put into
operation and (b) its subscription has been paid in full; provided, however, that at any time before the requirements
under (a) and (b) have been met, the Executive Directors
are authorized to permit exchange transactions with the
Yemen Arab Republic under such conditions and in such
amounts as may be prescribed by the Executive Directors.
7. Representation and Information: Before accepting membership in the Fund, the Yemen Arab Republic shall represent
to the Fund that it has taken all action necessary to sign and
deposit the Instrument of Acceptance and sign the Articles,
as contemplated by paragraph 8(a) and (b) of this Resolution, and the Yemen Arab Republic shall furnish to the Fund
such information in respect of such action as the Fund may
request.
8. Acceptance of Membership: After the Fund shall have informed the Government of the United States of America that
the Yemen Arab Republic has complied with the conditions
set forth in paragraph 7 of this Resolution, the Yemen Arab
Republic shall become a member of the Fund as of the date
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when the Yemen Arab Republic shall have complied with the
following requirements:
(a) The Yemen Arab Republic shall deposit with the Government of the United States of America an instrument
stating that it has accepted in accordance with its law the
Articles and all the terms and conditions prescribed in
this Resolution, and that it has taken all steps necessary
to enable it to carry out all its obligations under the Articles and this Resolution; and
(b) The Yemen Arab Republic shall sign the original copy
of the Articles held in the Archives of the Government
of the United States of America.
9. Period for Acceptance of Membership: The Yemen Arab
Republic may accept membership in the Fund pursuant to
this Resolution within six months of the effective date of this
Resolution, which date shall be the date of its adoption by
the Board of Governors; provided, however, that, if extraordinary circumstances are deemed by the Executive Directors to warrant an extension of the period during which the
applicant may accept membership pursuant to this Resolution, the Executive Directors may extend such period until
such later date as they may determine.

Resolution No. 24-17l
Membership for Equatorial Guinea
WHEREAS, the Government of Equatorial Guinea on June 28,
1969 applied for admission to membership in the International
Monetary Fund in accordance with Section 2 of Article II of the
Articles of Agreement of the Fund; and
WHEREAS, pursuant to Section 21 of the By-Laws of the Fund,
the Executive Directors have consulted with the representatives of
1

Adopted by the Board of Governors of the Fund, in Joint Session with
the Boards of Governors of the Bank, IFC and IDA, on October 3, 1969.
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that Government and have agreed upon the terms and conditions
which, in the opinion of the Executive Directors, the Board of Governors may wish to prescribe for admitting Equatorial Guinea to
membership in the Fund;
Now, THEREFORE, the Board of Governors, having considered
the recommendations of the Executive Directors, hereby resolves
that the terms and conditions upon which Equatorial Guinea shall
be admitted to membership in the Fund shall be as follows:
1. Definitions: As used in this Resolution:
(a) The term "Fund" means the International Monetary
Fund.
(b) The term "Articles" means the Articles of Agreement of
the International Monetary Fund.
(c) The term "dollars" or "$" means United States dollars
of the weight and fineness in effect on July 1, 1944.
2. Quota: The quota of Equatorial Guinea shall be $6 million.
3. Subscription: The subscription of Equatorial Guinea shall be
equal to its quota. Equatorial Guinea shall pay in gold
$500,000 and the balance of the subscription shall be paid
in the currency of Equatorial Guinea.
4. Payment of Subscription: The portion of the subscription to
be paid in gold shall be paid not later than the day the Articles are signed on behalf of Equatorial Guinea. In case
Equatorial Guinea does not acquire membership in the Fund
the gold so paid shall be returned to it by the Fund. The
remaining part of the subscription which has not been paid
in gold shall be paid before the thirtieth day after the initial
par value of the currency of Equatorial Guinea has been
agreed in accordance with paragraph 5 below.
5. Determination of Par Value: Within 30 days after the Fund
so requests, Equatorial Guinea shall communicate to the
Fund a proposed par value for its currency, and within 60
days following the Fund's receipt of the proposed par value,
Equatorial Guinea and the Fund shall agree on an initial par
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value for the currency; provided that the Fund may extend
the period of 60 days and that Equatorial Guinea shall be
deemed to have withdrawn from the Fund if agreement on
a par value has not been reached when the extended period
expires. In the period between accepting membership and the
establishment of an initial par value pursuant to this paragraph, Equatorial Guinea shall not change its exchange rates
prevailing at the time of accepting membership without
agreement with the Fund after prior consultation.
6. Exchange Transactions with the Fund: Equatorial Guinea
may not engage in exchange transactions with the Fund until
both (a) the par value of its currency has been agreed in
accordance with paragraph 5 above and put into operation
and (b) its subscription has been paid in full; provided, however, that at any time before the requirements under (a) and
(b) have been met, the Executive Directors are authorized to
permit exchange transactions with Equatorial Guinea under
such conditions and in such amounts as may be prescribed by
the Executive Directors.
7. Representation and Information: Before accepting membership in the Fund, Equatorial Guinea shall represent to the
Fund that it has taken all action necessary to sign and deposit
the Instrument of Acceptance and sign the Articles, as contemplated by paragraph 8 (a) and (b) of this Resolution,
and Equatorial Guinea shall furnish to the Fund such information in respect of such action as the Fund may request.
8. Acceptance of Membership: After the Fund shall have informed the Government of the United States of America that
Equatorial Guinea has complied with the conditions set forth
in paragraph 7 of this Resolution, Equatorial Guinea shall become a member of the Fund as of the date when Equatorial
Guinea shall have complied with the following requirements:
(a) Equatorial Guinea shall deposit with the Government of
the United States of America an instrument stating that
it has accepted in accordance with its law the Articles
and all the terms and conditions prescribed in this Reso-
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lution, and that it has taken all steps necessary to enable
it to carry out all its obligations under the Articles and
this Resolution; and
(b) Equatorial Guinea shall sign the original copy of the
Articles held in the Archives of the Government of the
United States of America.
9. Period for Acceptance of Membership: Equatorial Guinea
may accept membership in the Fund pursuant to this Resolution within six months of the effective date of this Resolution,
which date shall be the date of its adoption by the Board of
Governors; provided, however, that, if extraordinary circumstances are deemed by the Executive Directors to warrant an
extension of the period during which the applicant may
accept membership pursuant to this Resolution, the Executive Directors may extend such period until such later date
as they may determine.
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Afghanistan

Alfredo A. Duran
Daniel Fernandez
Teodoro Fernandez
Aldo Ferrer
Luis Horacio Fortin
Julio Gonzalez del Solar
Mario Midi
Eduardo Roca
Elias Salama
Francisco N. Soldati
Roberto A. Verrier
Javier R. Villanueva

Governor
Habibullah Mali Achaczai
Temporary Alternate Governor
Mohd Aman
Advisers
Abdul Wahab Haider
Ghulam Hussein Jewayni
Algeria
Governor
Seghir Mostefai

Australia
Governor
Leslie H. E. Bury

Alternate Governor
Yahia Khelif

Alternate Governor
Sir Richard Randall

Advisers
Mohamed Benali
Hachemi Saibi

Temporary Alternate Governor
J. G. Phillips

Argentina

Advisers
L. B. Brand
B. E. Fleming
L. T. Hinde
G. A. Low
F. G. H. Pooley
J. O. Stone
Sir Keith Waller
R. J. Whitelaw
M. W. Wilkinson

Governor
Jose Maria Dagnino Pastore
Temporary Alternate Governor
Manuel San Miguel
Advisers
Roberto T. Alemann
Roberto Ancarola
Horacio Arce
Mario Brodersohn
Angel R. Caram
Alberto L. Leon Chazelle
Adolfo C. Diz

Austria
Governor
Wolfgang Schmitz
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Alternate Governor
Hans Kloss
Temporary Alternate Governor
Heinrich G. Schneider
Advisers
Heinrich Hoffmann
Peter Zdrahal
Belgium
Governor
Baron Ansiaux
Alternate Governor
Marcel D'Haeze
Advisers
Mrs. Ghislaine de Bergeyck
Andre De Schutter
Cecil de Strycker
Jacques Roelandts
Willy Stoop
Andre van Campenhout
Bolivia
Temporary Alternate Governor
Luis A. Viscarra
A dvisers
Charles J. Hull
Alfredo Rojas
Botswana
Governor
M. K. Segokgo
Alternate Governor
J. T. Lisle
Adviser
Chief Linchwe II
Brazil

Temporary Alternate Governors
Raul Barbosa
Alexandre Kafka
Advisers
Joao Alberto Leite Barbosa
Jayme Alipio de Barros
Altemar Dutra Castilho
Rubens Vaz da Costa
Milton de Oliveira Ferreira
Eduardo da Silveira Gomes, Jr.
Joao Gustavo Haenel
Jose Luiz Silveira Miranda
Affonso Celso de Ouro-Preto
Paulo Hortensio Pereira Lira
Lelio Toledo Piza
Casimiro Antonio Ribeiro
Jose Oscar Abreu Sampaio
Jose Luiz Moreira de Souza
Carlos Alberto Vieira
Burma
Governor
U Kyaw Nyein
Temporary Alternate Governor
Col. Hla Phone
A dviser
U Thein Lwin
Burundi
Governor
Bonaventure Kidwingira
Alternate Governor
Patrice Nsababaganwa
Advisers
Augustin Bankebabone
Louis Fortuit
Andre Robert
Cameroon

Alternate Governor
Ernane Galveas
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Governor
Bernard Bidias a Ngon
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Cameroon (continued)
Alternate Governor
Alexis Bourn
Adviser
Alfred Ekoko Mpondo
Canada
Governor
Louis Rasminsky
Alternate Governor
A. B. Hockin
A dvisers
V. L. Chapin
M. A. Crowe
P. M. Farwell
H. Gray
S. J. Handfield-Jones
H. J. Hodder
W. C. Hood
L. Denis Hudon
Robert Johnstone
R. W. Lawson
A. R. MacMillan
E. A. Oestreicher
P. M. Reid
A. E. Ritchie
N. A. Rost van Tonningen
P. M. Towe
S. Wheelock
Central African Republic
Governor
Antoine Guimali
Alternate Governor
Joseph Moutou Mondziaou
Ceylon
Governor
U. B. Wanninayake

Alternate Governor
William Tennekoon
Temporary Alternate Governors
Gamani Corea
Oliver Weerasinghe
Advisers
P. L. N. Liyanage
H. Jinadasa Samarakkody
Chad
Governor
Abdoulaye Lamana
Alternate Governor
Jean Nendigui
Chile
Governor
Carlos Massad
Alternate Governor
Jorge Marshall
A dvisers
Luis Escobar
Domingo Santa Maria
Luis Velasco
China
Governor
Kuo-Hwa Yu
Alternate Governor
Kan Lee
Advisers
Felix S. Y. Chang
Reignson C. Chen
C. L. Chow
Hong-Tao Chow
Hsien-Chung Ho
L. Y. Kung
Hsueh-Chang Pan
Beue Tann
Martin Wong
John C. C. Yuan

©International Monetary Fund. Not for Redistribution

ATTENDANCE—MEMBERS OF FUND DELEGATIONS

339

Dahomey

Colombia
Governor
Eduardo Arias Robledo

Governor
Stanislas Kpognon

Temporary Alternate Governor
Rodrigo Botero

Alternate Governor
Mamadou N'Diaye

Advisers
Eduardo Gaitan
Miguel Urrutia

A dvisers
Bruno Amoussou
Virgile-Octave Tevoedjre
Christian Vieyra
Maxime-Leopold Zollner

Congo (Brazzaville)
Governor
Charles Maurice Sianard
Alternate Governor
Corentin Kouangha
Congo, Democratic Republic of
Governor
Albert Ndele
Advisers
Lambert Baruti
Jean Beauregard
Justin-Marie Bomboko
Jean-Jacques Deveaud
Rudolf Kroc
Jean-Pierre Ruquois
Eloi Samba
Jose Tshishimbi
Costa Rica
Temporary Alternate Governors
Jaime Solera B.
Manuel E. Gutierrez S.
Adviser
Luis Aguirre
Cyprus
Governor
C. C. Stephani
Alternate Governor
K. N. Lazarides

Denmark
Governor
Erik Hoffmeyer
Alternate Governor
Erik Ib Schmidt
Advisers
Flemming Agerup
Torben Friis
Erik Hauge
Steen Secher
Max S^rensen
Dominican Republic
Governor
Diogenes H. Fernandez
Temporary Alternate Governor
Bernardo Vega
Adviser
Carlos Despradel
Ecuador
Governor
Joaquin Zevallos Menendez
Temporary Alternate Governor
Alfonso Arcos V.
Advisers
Rodrigo Valdez
Vicente Mata Yerovi
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El Salvador

Gabon

Governor
Alfonso Moises Beatriz

Governor
Augustin Boumah

Adviser
Tomas Alfonso Medina

Alternate Governor
Casimir Oye Mba
Adviser
Dominique Casalta

Ethiopia
Governor
Menasse Lemma
Alternate Governor
Yawand-Wossen Mangasha
Adviser
Asfaw Damte
Finland
Governor
Reino Rossi
Alternate Governor
Jorma Aranko
Advisers
Eero Asp
Olavi Munkki
France
Governor
Olivier Wormser
Alternate Governor
Rene Larre
Temporary Alternate Governor
Bruno de Maulde
Advisers
Paul Berlin
Jean-Michel Bloch-Laine
Jean Carriere
Georges Plescoff
Jacques Wahl

The Gambia
Governor
S. M. Dibba
Alternate Governor
J. B. Kelegama
Adviser
G. P. F. Mendy
Germany
Governor
Karl Blessing
Alternate Governor
Johann Schoellhorn
Temporary Alternate Governors
Wilhelm Hankel
Wilhelm Hanemann
Eckard Pieske
Advisers
Manfred Beutgen
Dieter Frommel
Miss Lore Fuenfgelt
Horst Goltz
Hilmar H. Hartig
Joerg Jaeckel
Otto Kaehler
Helmut Koinzer
Helmut Middelmann
Wolfgang Rieke
Guenther Schleiminger
Gerhard Siepmann
Fritz Stedtfeld
Ernst vom Hofe
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Viktor von der Lippe
Johann W. von Mallinckrodt
Ghana
Governor
J. H. Frimpong-Ansah

Gert Rosenthal
Antonio Sagastume A.
Enrique Secaira
Victor Vicente Secaira Estrada
Guinea

Alternate Governor
S. E. Arthur

Governor
Laminy Konde

A dvisers
E. N. Afful
A. E. K. Ashiabor
E. P. L. Gyampoh
K. Gyasi-Twum
B. K. Mensah
S. R. T. Ocansey
J. K. Orleans-Lindsay

Alternate Governor
Gnan Felix Matos

Greece
Governor
Demetrius N. Galanis
A dvisers
Philocles D. Assimakis
C. P. Caranicas
Andreas Coutris
Evangelos A. Eliades
Constantine Michalopoulos
Nikitas M. Parissis
Guatemala
Governor
J. Francisco Fernandez Rivas
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Adviser
Fadiala Keita
Guyana
Governor
W. P. D'Andrade
Alternate Governor
P. E. Matthews
Haiti
Governor
Antonio Andre
Alternate Governor
Jean Magloire
A dviser
Alphonse Donasson
Honduras

Alternate Governor
Col. Emilio A. Peralta P.

Governor
Roberto Ramirez

Temporary Alternate Governor
Mario R. Gomez V.

Alternate Governor
Guillermo Bueso

Advisers
Roberto Mazariegos
Manuel Noriega Morales
Jorge Papadopolo
Roberto Paz del Pozo

Advisers
Armando Alvarez
Lempira Bonilla
Hector A. Quiros
Capt. Armando San Martin
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Iran

Iceland
Governor
Johannes Nordal

Alternate Governor
Cyrus Samii

Alternate Governor
Jonas H. Haralz

Temporary Alternate Governor
Ahmed Kooros

Temporary Alternate Governor
David Olafsson

Advisers
Nader Akrami
Mahmoud Zanjani

Adviser
Sigurgeir Jonsson

Iraq
Governor
Abdul Hassan Zalzalah

India
Governor
L. K. Jha
Alternate Governor
J. J. Anjaria

Alternate Governor
Subhi Frankool
Ireland

Temporary Alternate Governor
B. K. Madan

Alternate Governor
T. K. Whitaker

Advisers
M. P. Agarwal
J. M. Chona
S. S. Marathe
M. Narasimham
Kuldip Sahdev
M. R. Shroff

Adviser
Maurice Horgan
Israel
Governor
Zeev Sharef
Temporary Alternate Governor
Col. Josef J. Milo

Indonesia
Governor
Radius Prawiro
Alternate Governor
Salamun Alfian Tjakradiwiria
Advisers
Husin Alsegaf
Sulwan Astradiningrat
Byanti Kharmawan
Soedjatmoko
Atmono Surjo

Advisers
Shimon Alexandroni
Avner C. Cassuto
Moshe Meirav
Italy
Governor
Emilio Colombo
Alternate Governor
Guido Carli
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Temporary Alternate Governor
Francesco Palamenghi-Crispi
A dvisers
Mario Armini
Aldo Baldari
Rodolfo Brancoli
Giovanni De Paolis
Guido Forte
Lionello Fronzoni
Florio Gradi
Francesco Masera
Giuliano Monterastelli
Ludovico Nuvoloni
Riccardo Patti
Silvano Palumbo
Alberto Rossi
Giorgio Rota
Edgardo Valle
Alfredo Vernucci
Augusto Zodda
Ivory Coast
Governor
Konan Bedie
Alternate Governor
Seri Gnoleba
Advisers
Timothee N'Guetta Ahoua
Jean Batigne
Sounabou Bile-Kan
Jean Charpentier
Auguste Laubet Daubrey
Lamine Diabate
John Elliott
Christophe Gros-Jean
Andre Hovine
Camille Konan
Blaise Liguer-Laub Houet
Francis Bayma N'Gom
Joachim Richemond
Olivier C. Richet
Gerhard Rohnfelder
Pierre Yangni N'Da
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Jamaica
Governor
Edward Seaga
Alternate Governor
G. A. Brown
A dvisers
H. G. Barber
D. R. Clarke
L. H. Hervey
Roy A. Jones
R. I. Mason
Sir Egerton R. Richardson

Japan
Governor
Takeo Fukuda
Alternate Governor
Makoto Usami
Temporary Alternate Governors
Yusuke Kashiwagi
Haruo Mayekawa
Shichiro Murai
Haruo Nakajima
Hitoshi Yukawa
Advisers
Genso Fujimoto
Seitaro Hattori
Tatsuaki Hirai
Kiyoaki Kikuchi
Michio Ochi
Hiroshi Ohki
Aritoshi Soejima
Hideo Suzuki
Keijiro Tanaka
Kiichi Watanabe
Tetsuo Yamanaka
Koji Yamazaki
Minoru Yoshino
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Jordan
Governor
Khalil Salim
Alternate Governor
Rashad El-Hassan
Kenya
Governor
Bruce McKenzie
Alternate Governor
D. N. Ndegwa
Advisers
M. J. Stewart
E. M. Wamae

Advisers
Abdulwawhab Al-Tammar
Khalid Abu Su'ud
Laos
Governor
Sisouk Na Champassak
Alternate Governor
Oudong Souvannavong
Adviser
Lane Pathammavong
Lebanon
Governor
Elias Sarkis
Alternate Governor
Joseph Oughourlian

Korea
Alternate Governor
Jae Sul Lee

Lesotho

Temporary Alternate Governor
In Yong Chung

Governor
P. N. Peete

Advisers
Chong Jik Ahn
Yong Chul Ahn
Ho Joong Choi
Choon Talk Chung
Jae Hyung Hong
Sai Pyo Hong
Seung Hi Hong
H. M. Lee
Jae Woong Lee
Hong Woo Nam
Soo Kon Pae

Alternate Governor
E. Waddington

Kuwait
Governor
Abdul Rahman Salim
Al Ateeqy
Alternate Governor
Hamzah Abbas Hussein

Adviser
Mothusi T. Mashologu
Liberia
Governor
J. Milton Weeks
Alternate Governor
Frank J. Stewart
Advisers
George A. Blowers
S. Othello Coleman
S. Edward Peal
Libyan Arab Republic
Governor
Nuri Baryun

©International Monetary Fund. Not for Redistribution

ATTENDANCE—MEMBERS OF FUND DELEGATIONS
Luxembourg

Mali

Governor
Pierre Werner

Governor
Louis Negre

Adviser
Jean Werner

Alternate Governor
Sekou Sangare

Malagasy Republic
Governor
Victor Miadana
Alternate Governor
Raymond Rabenoro
Advisers
Jean Kientz
David Rakotopare
Rene Ralison
Charles Randrianasolo

345

Advisers
Oumar Coulibaly
Oumar Maca-Lou
Abdoulaye Sy
Mountaga Traore
Seydou Traore
Malta
Governor
T. Caruana Demajo
Alternate Governor
P. L. Hogg
Temporary Alternate Governor
R. Soler

Malawi
Governor
Aleke K. Banda
Alternate Governor
D. E. Thomson
Advisers
G. E. Gondwe
G. A. Jaffu
N. W. Mbekeani

Advisers
E. Anastasi
A. Galdes
Mauritania
Governor
Sidi Mohamed Diagana
Alternate Governor
Pierre Braemer

Malaysia
Governor
Ismail bin Mohamed AH
Temporary Alternate Governor
Rais bin Saniman
A dvisers
Lee Hock Lock
Mohd Yusof bin Basir
Tan Sri Ong Yoke Lin

Mauritius
Governor
Veerasamy Ringadoo
Alternate Governor
Aunauth Beejadhur
Advisers
Guy Balancy
C. Jesseramsing
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Mexico
Alternate Governor
Rodrigo Gomez
Temporary Alternate Governor
Mario Ramon Beteta
Advisers
Rafael Izquierdo
Miguel Mancera
Ignacio Navarro G.
Jesus Silva-Herzog
Morocco
Governor
Prince Moulay Hassan Ben El
Mehdi

A dvisers
J. G. Blikslager
S. Boomstra
V. M. de Miranda
T. de Vries
J. Everts
J. Grooters
Miss G. A. Koen
P. Lieftinck
Baron A. W. R. Mackay
H. O. C. R. Ruding
P. Stek
A. Szasz
New Zealand
Governor
R. D. Muldoon

Alternate Governor
Ahmed Bennani

Alternate Governor
A. R. Low

Advisers
Abdeslam Jaidi
Abdeslam Tadlaoui
Abderrahman Tazi

Advisers
E. G. Buckton
W. J. P. Cook
D. L. Wilks
A. W. Young

Nepal

Nicaragua

Governor
Yadav Prasad Pant

Governor
Roberto Incer Barquero

Alternate Governor
Ramesh Prasad Upadhya

Alternate Governor
Jose M. Castillo

A dvisers
Ishwari Raj Pandey
Govind D. Pant
Biswa Pradhan

Advisers
Orlando Barreto Argiiello
F. A. Coppenrath
Alfredo Enriquez
Gustavo Escoto Goenaga
Ernesto Fernandez Holmann
Leandro Marin Abaunza
Luis Mejia Gonzalez
Eduardo Montealegre Callejas
Jorge Montealegre Callejas
Carlos Muniz
Enrique Pereira

Netherlands
Governor
J. Zijlstra
Alternate Governor
E. van Lennep
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Alvaro Porta
Sidney A. Pratt
Alvaro Rizo-Castellon
Luis Valle Olivares
Niger
Governor
Courmo Barcourgne
Alternate Governor
Charles Godefroy
Adviser
Oumarou Moussa
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Alternate Governor
M. Majid Ali
A dvisers
Ziauddin Ahmad
A. R. Bashir
A. M. A. Muhith
Panama
Governor
Enrique Jaramillo, Jr.
Alternate Governor
Fernando de J. Alba
Paraguay

Nigeria
Governor
C. N. Isong
Temporary Alternate Governor
A. E. Ekukinam
Advisers
S. B. Daniyan
F. O. Rufai
Aminu Saleh
J. O. Williams

Governor
Gen. Cesar Barrientos
Alternate Governor
Carlos Chavez
Advisers
Ruben Alvarenga Cabanas
Abelardo Brugada S.
Julio C. Gutierrez
Marcos Martinez-Mendieta
Cesar Tellechea
Peru

Norway
Governor
Erik Brofoss
Alternate Governor
Thomas L^vold
Advisers
Erling B0rresen
Gunnar Haerum
V. H. Schirmer
Johan Skutle

Governor
Emilio G. Barreto
Advisers
Carlos Gibson
Alvaro Meneses
Miss Berta Porras
Capt. Alfonso Romero Sanchez
Alfredo Valencia
Philippines
Governor
Alfonso Calalang

Pakistan
Governor
M. Raschid

Temporary Alternate Governor
Placido L. Mapa, Jr.
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Philippines (continued)
Advisers
Augusto M. Barcelon
Mrs. Escolastica B. Bince
Felipe F. Cruz
Miguel Cuaderno, Sr.
Rodolfo M. Cuenca
Alberto F. de Villa Abrille
Manuel F. Garcia
Jesus P. Jacinto
Mariano H. Laurel
Manuel J. Marquez
Juan G. Quintos, Jr.
Gilberto O. Teodoro
Leonides S. Virata
Portugal
Governor
Antonio Manuel Pinto Barbosa
Alternate Governor
Manuel Jacinto Nunes
Adviser
Armenio Fonseca Lopes
Rwanda

Alternate Governor
Adama Diallo
Advisers
Cheikh Ibrahima Fall
David Libon
Sierra Leone
Governor
S. B. Nicol-Cole
Alternate Governor
G. Conrad
Advisers
O. Akinrele
Reginald During
Singapore
Governor
J. Y. M. Pillay
Alternate Governor
David Yew Chong Kew
Adviser
Lien Ying Chow
Somalia

Governor
Masaya Hattori
Alternate Governor
Jean Birara
Saudi Arabia
Governor
Ahmed Zaki Saad
Alternate Governor
Abid M. S. Sheikh

Governor
Abdullahi Ahmed Addou'
Temporary Alternate Governor
Seek Abdi Hagi Abicar
Advisers
Aden Omar Elayeh
Leone Fici
Antonino Tomaselli
South Africa
Governor
Nicolaas Diederichs

Senegal
Governor
Jean Collin

Alternate Governor
G. W. G. Browne
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Advisers
W. J. J. Conradie
G. P. C. de Kock
A. M. de Villiers
John Kincaid
W. J. Lubbe
C. L. Stals
H. L. T. Taswell
Southern Yemen
Governor
Mahmoud Ushaish
Alternate Governor
Hussein Hadi
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Temporary A Iternate Governor
Bernard J. Simelane
Sweden
Governor
Per Asbrink
Alternate Governor
Sven Joge
A dvisers
Erik L. Karlsson
John Wingstrand
Syrian Arab Republic
Alternate Governor
Adnan Farra

Spain
Governor
Manuel Varela
Alternate Governor
Jose M. G. Valles
Advisers
Alberto Anibal-Alvarez
Raimundo Bassols
Fernando Benito
Carlos Bustelo
Esteban Moran
Juan Moro
Jose F. Trelles
Sudan
Governor
Ismail El Misbah Mekki
Temporary Alternate Governor
Awad Abdel Magied
Swaziland
Governor
Leopold Lovell
Alternate Governor
J. R. Masson

A dviser
Muhammad Al-Atrash
Tanzania
Governor
A. H. Jamal
Alternate Governor
E. I. M. Mtei
Advisers
R. H. Green
C. M. Nyirabu
D. A. N. Yona
Thailand
Temporary Alternate Governor
Mrs. Suparb Yossundara
Advisers
Pandit Bunyapana
Kraisri Chatikavanij
Thavee-Kiarti Krishnamra
Manas Leeviraphan
Oon Oonsiri
Vijit Supinit
Paiboon Wattanasiritham
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Togo

Uganda

Governor
Paulin Eklou

Governor
L. Kalule-Settala

Alternate Governor
Edouard Kodjo

Alternate Governor
J. M. Mubiru

Trinidad and Tobago
Governor
F. C. Prevatt
Alternate Governor
V. E. Bruce
Advisers
F. R. Bissessar
Knowlson W. Gift
Leonard A. Williams
Tunisia
Governor
Hedi Nouira
Alternate Governor
Sadok Bahroun
Advisers
Hamed Ammar
Habib Ben Yahia
Turkey
Governor
Fahir Tigrel
Alternate Governor
Nairn Talu
Temporary A Iternate Governor
Mehmet Akmansu
Advisers
Cengiz Alper
Aydemir Koc

Advisers
C. M. Kabenge
S. Y. Mukasa
S. Nyanzi
A. Ocaya
D. K. Tamale
United Arab Republic
Governor
A. Nazmy Abdel-Hamid
Alternate Governor
Mahmoud Sedky Mourad
Advisers
Fikry El-Kallini
Abdel-Rahman Hammoud
Henry Tadros
United Kingdom
Governor
Roy Jenkins
Alternate Governor
C. J. Morse
Temporary Alternate Governors
John Diamond
E. W. Maude
A dvisers
A. J. Clift
G. J. Costello
I. A. Craik
D. E. J. Dowler
H. M. Griffiths
J. H. Harris
Mrs. M. E. Hedley-Miller
G. Huntrods
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P. H. Kent
J. A. Kirbyshire
M. P. J. Lynch
Sir Donald MacDougall
D. J. Mitchell
S. W. Payton
A. K. Rawlinson
T. R. Webb
D. Williams

United States
Governor
David M. Kennedy
Alternate Governor
Nathaniel Samuels
Temporary Alternate Governors
William B. Dale
Covey T. Oliver
John R. Petty
Paul A. Volcker
Chads E. Walker
Congressional Advisers
J. W. Fulbright
George D. Aiken
Henry S. Reuss
William B. Widnall
Harry F. Byrd, Jn
John Sherman Cooper
Jacob K. Javits
John J. Sparkman
Herman E. Talmadge
John J. Williams
Thomas L. Ashley
William Brock
Henry B. Gonzalez
Seymour Halpern
Richard T. Hanna
Albert W. Johnson
Chester L. Mize
William S. Moorhead
Thomas M. Rees
J. William Stanton
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Advisers
Robert B. Anderson
Joseph W. Barr
Charles A. Coombs
J. Dewey Daane
Kenneth N. Davis, Jr.
Douglas Dillon
Henry H. Fowler
John A. Hannah
Alfred Hayes
John Hooker
Hendrik Houthakker
George W. Humphrey
Henry Kearns
William McC. Martin, Jr.
Paul W. McCracken
Emmett Rice
Walter C. Sauer
John W. Snyder
Philip H. Trezise
Henry C. Wallich
Upper Volta
Governor
Tiemoko Marc Garango
Alternate Governor
Robert Pebayle
Advisers
Robert Julienne
Pierre Sanner
Uruguay
Governor
Carlos Sanguinetti
Temporary Alternate Governor
Raul Santiago Acosta y Lara
Venezuela
Governor
Benito Raul Losada
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Venezuela (continued)

Yugoslavia

Temporary Alternate Governor
Leopoldo Diaz Bruzual

Governor
Ivo Perisin

Advisers
Carlos Armando Figueredo
Guillermo Marquez
Ernesto Peltzer
Samuel Rieber
Domingo Valladares

Alternate Governor
Branislav Colanovic

Viet-Nam
Governor
Vu-Quoc-Thuc
Alternate Governor
Nguyen-Thanh-Hung
Advisers
Bui-Cong-Bat
Nguyen-Tien-Hung
Tran-Ba-Tuoc

Advisers
Vladimir Ceric
Sime Karaman
Mirko Mermolja
Dragan Miljkovic
Gabriel Santo
Zambia
Governor
E. H. K. Mudenda
Alternate Governor
J. B. Zulu
Advisers
P. Chiwenda
N. A. Mujumdar
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OBSERVERS
Cambodia

Touch Kim
Phan Thul
Heng Kim Y
Equatorial Guinea

Gustavo Envela-Makongo

Central American Monetary Union

Jorge Gonzalez del Valle
Central Bank of Equatorial
African States and Cameroon

Claude Panouillot
Christian Joudiou

Yemen Arab Republic

Mohamed Anam Ghaleb
African Development Bank

Mamoun Beheiry
O. O. Vincent
Amath Samb
M. Qureshi
E. El Ghali
Asian Development Bank

Takeshi Watanabe
S. M. A. Kazmi
Kosuke Nakahira
Edgar Plan
Bank for International
Settlements

Gabriel Ferras
Milton Gilbert
Hans H. Mandel
Center for Latin American
Monetary Studies

Javier Marquez
Fernando Rivera
Central American Bank for
Economic Integration

Enrique Ortez Colindres
Jorge Sol Castellanos
Carlos M. Escalante
Antonio Membreno

Central Bank of West African
States

Robert Julienne
Pierre Sanner
Commission of the European
Communities

Ugo Mosca
Frederic Boyer de la Giroday
Nikolaus Adami
Erich Wirsing
Common Organization of African
and Malagasy States

A. Foalem
Commonwealth Secretariat

T. E. Gooneratne
CONTRACTING PARTIES to the General Agreement on Tariffs and
Trade
Gardner Patterson
East African Community

R. J. Ouko
East African Development Bank
Iddi Simba
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European Free Trade Association
George R. Young
Frank Mitchell
European Investment Bank
Yves Le Portz
Luciano Miurin
Karl-Heinz Drechsler
Louis Cassagnes
Food and Agriculture Organization
of the United Nations
I. H. Ergas
H. R. Cottam
Inter-American Development
Bank
Felipe Herrera
T. Graydon Upton
Merlyn N. Trued
Jose Epstein
Javier Urrutia
Arturo Cruz
Enrique Perez-Cisneros
International Atomic Energy
Agency
Robert Najar
International Labor Organization
Georges L. P. Weaver
League of Arab States
Rashad Mourad
Organization for Economic
Cooperation and Development
E. van Lennep
Jean Cottier

Christopher Dow
Luciano Giretti
Giinter Reiser
Harry Travers
Development Assistance
Committee
Edwin M. Martin
Organization of African Unity
Gratien Pognon
Organization of American States
Walter J. Sedwitz
Rene Monserrat
Mario Ramirez
Inter-American Committee on the
A lliance for Progress
Carlos Sanz de Santamaria
Walter J. Sedwitz
Rene Monserrat
Organization of Senegal River
States
Ahmed Quid Daddah
Oumar Balde
Permanent Secretariat of the General Treaty for Central American Economic Integration
Carlos Manuel Castillo
Raul Sierra Franco
Abraham Bennaton
United Nations
Philippe de Seynes
Raoul Prebisch
Paul Faber
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J. Pierre Benoit
Aron J. Aizenstat
Marcial Tamayo
David H. Pollock
Joseph Moscarella
E. K. Nypan
Mayer Gabay
Mrs. Catherine Bouhet
United Nations Development
Program
Paul G. Hoffman
Claude de Kemoularia
United Nations Conference on
Trade and Development
Manuel Perez-Guerrero
Sidney Dell

United Nations Educational,
Scientific and Cultural
Organization
Alfonso de Silva
World Health Organization
Dr. R. L. Coigney
Danish Committee for 1970
Annual Meetings
Torben Friis
Ib Glud Konradsen
Erik Friis
Mrs. Alette Thykier
J0rgen Finnemann Bruun
Ole Meyer
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EXECUTIVE DIRECTORS AND ALTERNATES
Executive Directors

Alternate Executive Directors

Eero Asp
William B. Dale
Luis Escobar
Robert Johnstone
Alexandre Kafka
Byanti Kharmawan
Pieter Lieftinck
B. K. Madan
E. W. Maude
F. Palamenghi-Crispi
Alfredo Phillips O.
Georges Plescoff
Ahmed Zaki Saad
Guenther Schleiminger
J. O. Stone
Hideo Suzuki
Beue Tann
Andre van Campenhout
Leonard A. Williams
Antoine W. Yameogo

Sigurgeir Jonsson
John S. Hooker
Ricardo H. Arriazu
Maurice Horgan
Eduardo da S. Gomes, Jr.
Malek Ali Merican
Tom de Vries
Sharad S. Marathe
Guy Huntrods
Carlos Bustelo
Marcos A. Sandoval
Bruno de Maulde
Albert Mansour
Miss Lore Fuenfgelt
G. P. C. de Kock
Seitaro Hattori
Nguyen Huu Hanh
Jacques Roelandts
M. P. Omwony
Leon M. Rajaobelina
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Statements by Governors
Listed in Alphabetical Order by Country
PAGE

Afghanistan—Mohammed Enwer Ziyaie
Algeria—Cherif Belkacem
Argentina—Egidio lannella
Australia—Leslie H. E. Bury
Austria—Stephan Koren
Wolfgang Schmitz
Belgium—Baron Snoy et d'Oppuers
Burundi—Joseph Hicuburundi
Canada—Edgar J. Benson
Ceylon—U. B. Wanninayake
Chile—Carlos Massad
China—Kuo-Hwa Yu
Colombia—Abdon Espinosa Valderrama
Congo, Democratic Republic of—Louis Namwisi
Albert Ndele
Denmark—P. Nyboe Andersen
Ethiopia—Menasse Lemma
Mammo Tadesse
France—Valery Giscard d'Estaing
Gabon—Augustin Boumah
The Gambia—S. M. Dibba
Germany—Karl Blessing
Ghana—Jones Ofori-Atta
Greece—Emmanuel Fthenakis
Guyana—P. A. Reid
India—L. K. Jha
Indonesia—AH Wardhana
Ireland—T. K. Whitaker
Israel—David Horowitz
Zeev Sharef
Italy—Emilio Colombo
Ivory Coast—Konan Bedie
Jamaica—Edward Seaga
Japan—Takeo Fukuda
Kenya—Bruce McKenzie
Korea—Jae Sul Lee
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224
104
253
145
91
110
160
238
76
245
125
113
96
93
132
232
143
103
56
100
240
198
185
97
235
73
80
158
94
241
62
188
24
29
209
194
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Lesotho—P. N. Peete
Luxembourg—Pierre Werner
Malaysia—Ali bin Haji Ahmad
Nepal—Yadav Prasad Pant
Netherlands—H. J. Witteveen
Jelle Zijlstra
New Zealand—R. D. Muldoon
Nicaragua—Guillermo Sevilla Sacasa
Pakistan—Nawab Mozaffar Ali Khan Qizilbash
Paraguay—Cesar Romeo Acosta
Cesar Barrientos
Peru—Francisco Morales Bermudez C
Philippines—Eduardo Z. Romualdez
Sierra Leone—M. S. Forna
Somalia—Sufi Omar Mohamed
South Africa—Nicolaas Diederichs
Southern Yemen—Mahmoud Ushaish
Spain—Juan Jose Espinosa
Sudan—Mohammed El Mekkawi Mustafa
Syrian Arab Republic—Adnan Farra
Tanzania—A. H. Jamal
Trinidad and Tobago—Francis C. Prevatt
Tunisia—Hedi Nouira
Turkey—Cihat Bilgehan
United Arab Republic—Hassan Abbas Zaki
United Kingdom—Roy Jenkins
United States—David M. Kennedy
Upper Volta—Tiemoko Marc Garango
Viet-Nam—Vu-Quoc-Thuc
Yugoslavia—Janko Smole
Zambia—E. H. K. Mudenda
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122
42
155
98
152
85
228
20
109
169
212
226
174
167
116
180
88
216
217
203
220
176
234
163
34
46
139
135
206
149

Reference List of Principal Topics Discussed l
Developing countries
Debt burden and servicing problems. .21, 22, 47, 93-94, 95, 106, 143,
174, 197, 208, 224, 243-44, 249
Export earnings and markets
5, 76, 96, 140, 174, 197, 204, 205,
210, 211, 212, 219, 238, 239, 240
Interest rates
22, 26, 44, 57, 61, 75, 79, 86, 93,
94-95, 97, 104, 106, 107, 133, 174,
196, 208, 211, 212, 225, 235
Progress and prospects
8, 24, 34, 47, 81, 92, 95, 105, 136,
236
Resources for development
4, 5, 20, 21, 24-25, 27-28, 29, 33,
44, 47-48, 61, 74, 76, 79-80, 83, 86,
92, 93, 95-96, 101, 105, 106, 107,
129, 133-34, 138, 140, 141, 143,
167, 189, 197, 208, 211, 212, 213,
219-20, 224, 225-26, 236, 249, 250
Gold
Marketing procedures and prices
Role as reserve asset

9, 32, 65, 117, 120, 121, 122, 168
32, 65, 120-22, 123, 168

International economic situation
Developments in exchange markets ..20, 29, 43, 50, 62, 78, 103, 168,
174, 185, 200-201, 207
Inflation
12-13, 62, 78, 79, 81, 91-92, 136,
145, 152-53, 156, 168, 198, 205,
206, 249
Interest rates
57, 87, 91, 145, 152, 153, 196, 199,
205, 233, 235
International payments
29, 44, 80, 145, 152, 156, 168, 198
Level of economic activity and trade.. 9, 10, 12, 29, 33, 62, 145-46, 174,
198
Short-term capital movements
10, 15, 31, 57, 62, 64, 69, 124, 200,
233
1

This list relates only to the Addresses and Statements. It excludes
discussions of individual countries, tributes to the host country, and personal
tributes. References are to pages.
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Annual Report
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113,. 120, 129-30, 133, 134-35,
138, 141, 144, 147, 150-51, 154,
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202, 207, 222, 233, 237, 242-43,
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Stabilization of prices of primary products and
compensatory financing
12, 23, 26, 33, 36, 42, 46, 61, 70,
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115-16, 126-27, 134, 138, 140-41,
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221-22, 226, 238, 239, 240, 246-47,
251
Suggested studies (see also
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Exchange rate system
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Financial cooperation
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