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INTERVIEW 

Special Drawing Rights -The Result of Rio 
Interview with Dr Otmar Emminger, Deutsche Bundesbank, Frankfurt/M. 

To overcome the lack of international liquidity, those who attended the Rio de Janeiro 
monetary conference agreed to introduce special drawing rights. This measure stemmed 
from an initiative taken by the Group of Ten. It is considered a milestone in international 
monetary policy. INTERECONOMICS * was able to interview Dr Otmar Emminger, member 
of the Board of Governors of the Deutsche Bundesbank and Chairman of the working 
party of the Group of Ten, about the reasons for introducing this new instrument and 
its probable effects. 

QUESTION: Dr Emminger,  the 
meet ing  of IMF Governors  in Rio 
has decided upon a new instru- 

ment  to be used together  with the 
exist ing mone ta ry  reserves  in gold, 

currency and claims upon the IMF~ 

this ins t rument  is to be known as 

'special  drawing rights ' .  W h e n  may 
we expect  the act ivat ion of this 

new plan? 

ANSWER: To be precise,  the de- 
cision taken by the  meet ing  of IMF 
Governors  does  not  mean that  
members  are immediate ly  granted 
special  drawing rights; the IMF 
Executive Board was ins t ructed to 
work out by  March 1968 what  
amendments  and addit ions to the 
Art icles  of Agreemen t  of the IMF 
will be necessa ry  to put the pro- 
posed plan into proper  legal form 

and to submit them to the Gover- 
nors for their  final decision.  These 

amendments  would then have  to 
be submit ted to the par l iaments  of 
the 107 member  states for ratifi- 

cation. Af ter  complet ion of this 
procedure  the plan would be for- 

mally put into force - -  if we per- 

mit ourselves  a certain amount of 
optimism this could be by spring 
of 1969 - -  and we could then start  

al locating the special  drawing 

rights. It is, however ,  only a "con- 

t ingency plan", i.e. a plan in antic- 

ipation of a later  cont ingency.  

Once  it has come into force it will 

require a proposal  by the Managing 

Director of the IMF and a de- 

cision by the members  - -  with an 

85% major i ty  - -  that  there is a 

real need for addit ional reserves  

O T M A R  E M M I N G E R  

Dr oec. publ., Member  of the Board of Governors  of the Deutsche 
Bundesbank, a sCha i rman  of the working par ty  of the Group ofTen 

has taken a decis ive  part  in the creat ion of special  drawing 
rights within the IMF. Emminger was born in Augsburg in 1911. 
From 1928 to 1933 he studied economics and law at the Universi t ies  

of Berlin, Munich, Edinburgh, and London. After  the war  he first 

be longed to the Bavarian Minis t ry  for Economic Affairs and the 

Federal  Republic 's  Representa t ion at the OEEC in Paris, where  he 

was  in charge of the economic depar tment .  Then, in 1950,he joined 
the Bank deutscher  L~inder, the p redecessor  of the Deutsche Bundes- 
bank. Since that  t ime Emminger as German represen ta t ive  a t t ended  
at all impor tant  in ternat ional  negot ia t ions  on mone ta ry  problems.  

and that  the other  condi t ions for 

al location of new special drawing 

rights have  been  met. 

QUESTION: W h y  did it become 
necessary  to replenish  in ternat ional  

mone ta ry  reserves?  

ANSWER: The Group of Ten 

based itself upon historical  ex- 
perience,  judging t h a t - - a s  it said in 
its first Report  in 1964--"the con- 
t inuing growth  of world t rade and 
payments  is l ikely to entail a need 
for larger internat ional  l iquidity". 
Cer ta inly  the need  for world mone- 
tary reserves  does not  necessar i ly  

grow in l ine wi th  the  growth  of 
world trade; for example,  over  the 
17 years  from 1960 to 1966 world 
trade increased at the unprecedent -  
ed rate  of almost 8 per  cent  p.a., 
whereas  the mone ta ry  reserves  of 
all wes te rn  countr ies  rose, on an 
average,  by  only 2.7 per  cent. This 
pers is tent  d i sc repancy  was, how- 
ever,  ve ry  much al leviated by the 
redis t r ibut ion of reserves  from the 

United States to the rest  of the 
world. It is not necessa ry  for mone- 

tary reserves  to rise each year,  but 
in case of prolonged stagnation,  or 
even  diminution of reserves ,  we  

should probably,  in the longer  run, 

be faced wi th  dis tor t ions  in the 
world economy:  In order  to pre- 
ven t  their  r ese rves  from falling, an 

increas ing number  of countries 

would adopt  unsound pract ices  in 

* The interview was arranged by Wolf- 
gang Relsener and Dietrich Kebschull 
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t rade,  paymen t s  and  capi ta l  move-  
ments ;  the  exchange  ra te  s t ruc ture  
would d i s in tegra te  and, in ex t r eme  
cases, as in the  ea r ly  thirt ies,  
the re  would  be  the  danger  of a de- 
f l a t ionary  recess ion  in world  trade. 

QUESTION: And  the  special  
d rawing  r ights  were  in t roduced  to 
p r e v e n t  this? 

ANSWER: The Group of Ten, in 
its 1964 and 1968 Reports,  dec ided  
unan imous ly - - i . e ,  the  French also 
a g r e e d - - t h a t  "it  is un l ike ly  tha t  
the exis t ing  sources  of rese rves  
wil) p rov ide  an adequa te  basis  
for world  t rade and  paymen t s  in 
the  longer  r u n ' .  The Group of 
Ten es t imated  tha t  in future  the  
Ilow of new gold into world mone-  
ta ry  r e se rves  would dry  up. It also 
was of the  opinion (Group of Ten 
Report,  Ju ly  1966) " tha t  for a 
v a r i e t y  of reasons,  fu r ther  sub- 
s tan t ia l  increases  of dollar  r e se rves  
are  un l ike ly  to occur  and in our  
v iew it would indeed be un- 
des i rab le  tha t  the  increase  in the 
ex te rna l  shor t - te rm indeb tedness  ol 
the  US should  con t inue  as in the  
recen t  p a s t ' .  Consequent ly ,  "it was  
agreed that ,  at  some po in t  in the  
future, ex is t ing  types  of rese rves  
may  h a v e  to be  supp lemented  by  
the de l ibera te  c rea t ion  of addi t iona l  
rese rve  assets"  and that  this should  
not  be "left to the  outcome of 
individual  count r ies '  balance-of-  
payments  deficits".  Tha t  such a 
con t ingency  will one day  arise is 
r easonab ly  cer ta in ;  bu t  w h e  n is 
still an open quest ion.  Na tu ra l ly  
opinions  are d iv ided on this  issue, 
Some peop le - - inc lud ing ,  for in- 
s tance,  the  economic  adv ise r  to 
the  Bank for In te rna t iona l  Set t le-  
ments  (BIS)- - th ink  there  is al- 
r eady  a shor tage  of wor ld  mone- 
ta ry  reserves.  Others ,  inc luding 
some rep resen ta t ives  of EEC coun- 
tries, are of the  opinion tha t  at  
p resen t  we still  h a v e  a sufficient  
degree  of in te rna t iona l  l iquidity.  

QUESTION: The Group of Ten 's  
negot ia t ions  for the  c rea t ion  of 
new m o n e t a r y  reserves  h a v e  al- 
r eady  las ted  for four y e a r s . . .  

ANSWER: That  is not  qui te  
correct!  The first two years  of the 
discuss ions  in the  Group of Ten 
were  til led wi th  a genera l  invest?- 

ga t ion  of the funct ioning  of the 
p resen t  in te rna t iona l  mone t a ry  
sys tem and  of possibi l i t ies  for 
lu r the r  deve lopment .  Negot ia t ions  
on the  c rea t ion  of new mone ta ry  
rese rves  began  in N o v e m b e r  1985 
among the  Deputies '  Group of the 
Ten after  it had  rece ived  ins t ruc-  
t ions to tha t  effect by  the  Minis ters  
and  Cent ra l  Bank Governor s  of the  
'Ten'.  On a worl 'dwide basis  the  
negot ia t ions  only began  wi th  the  
jo int  meet ings  of the  Group of Ten 
Deputies and  the  IMF Execut ive  
Directors, which las ted  from No- 
vember  1968 unt i i  June  1967. These  
negot ia t ions  were  t e rmina ted  by 
the  Group of Ten meet ings  held in 
London in Ju ly  and  Augus t  of 1967. 
Thus  the  actual  negot ia t ion  per iod 
can  be  put  at  18-20 months .  

QUESTION: Var ious  plans  h a v e  
beeu  d iscussed  dur ing  this  pe r iod  
for improv ing  in t e rna t iona l  liqui- 
dity.  W h y  were  specia l  d rawing  
r ights  f inal ly dec ided  upon? 

ANSWER: Natura l ly ,  in the 
course  of these  nego t ia t ions  wide- 
ly differ ing plans  were  put  for- 
ward  for d iscuss ion b y  var ious  
count r ies  and individuals ;  p lans  on 
a wor ldwide  basis  as well  as p lans  
l imi ted to a smal ler  group of coun- 
tries, p lans  t ied more  or less close- 
ly to gold, and  f inal ly  plans  for 
e i the r  r e se rve  uni ts  or d rawing  
rights.  The reasons  why  the  final 
decis ion was in f avour  of special  
d rawing  r ights  wi th in  the IMF 
ra the r  than  so-cal led ' r ese rve  uni ts '  
were  the fol lowing:  first, special  
d rawing  r ights  were  a concess ion  
to cons e r va t i ve  views,  par t icu lar -  
ly to those  held  by  ce r ta in  Euro- 
p e a n  cent ra l  banks ,  which felt  tha t  
r e se rve  uni ts  might  lead to m o n e y  
be ing  c rea ted  in t e rna t iona l ly  in a 
r evo lu t iona ry  way  wi th  the  r isk 
of inflation, whe reas  they  are 
famil iar  wi th  the technique  of 
d rawing  r ights  wi th in  the Fund;  
there  are  also p receden t s  for the 
a l loca t ion  of d rawing  r ights  among 
a group of count r ies  such as for 

example  the  credi t  l ines  wi th in  the  

European  Paymen t s  Union  from 

1950 to 1958 or the  rec iprocal ly  

g ran ted  cent ra l  bank  swaps.  Sec- 

ondly,  the  technique of d rawing  

r ights  sat isf ied the  French d e m a n d  
that  any  new supp lemen t  to re- 

se rves  mus t  unde r  all c i rcum- 
s tances  be a type  of credi t  wi th  
a r e p a y m e n t  obl igat ion.  Automat i -  
ca l ly  ava i l ab le  credi t  lines, even  
if t ied to ce r ta in  r e p a y m e n t  ob- 
l igat ions,  can  supp lement  r e se rves  
jus t  as wel l  as r e se rve  uni ts ;  the 
use  of EPU credi t  l ines  as subst i -  
tu te  rese rves  is an obvious  ex- 
ample  of this. 

QUESTION: Thus  there  is no 
essent ia l  d i f ference b e t w e e n  re- 
se rve  uni ts  and  special  d rawing  
r ights? 

ANSWER: Not  even  rese rve  
uni ts  would  be d i rec t ly  t ransfer-  
able  new money,  s ince they could 
not  d i rec t ly  be used  to cover  a 
coun t ry ' s  deficits in the  foreign 
exchange  markets .  Like special  
d rawing  rights,  r e se rve  uni ts  could 
on ly  be  used  to ob ta in  cur renc ies  
conve r t ib l e  into  doUars---or dol lars  
t h e m s e l v e s - - f r o m  o ther  m e m b e r  
countr ies .  Inc identa l ly ,  r e se rve  
uni ts  would have  to be  provided,  
just  like d rawing  rights,  wi th  cer- 
ta in  rules govern in  9 thei r  accep.  
tance,  t r ans fe rab i l i ty  and  to guard 
aga ins t  misuse,  at  leas t  in the  
init ial  stages.  Thus  one  might  as 
wel l  say:  a rese rve  uni t  would 
h a v e  been,  at  leas t  init ial ly,  on ly  
a ' d rawing  r ight  in disguise ' ,  as one  
could say:  the new special  draw- 
ing r ights  are r e se rve  uni ts  in 
disguise.  In brief, the  special  draw- 
ing r ights  for r e se rve  purposes  can  
meet  the demand  for a supp lement  
to exis t ing  reserve  assets  as well  
as t h e - - e s s e n t i a l l y  F r e n c h - - d e m a n d  
for a c red i t - type  ins t rument .  Spe- 
cial  d rawing  r ights  are both ;  as 
a French commen ta to r  pu t  it, they  
h a v e  the  two faces of J a n u s - - o r ,  
as I use  to put  it: t hey  are l ike  
a zebra.  

QUESTION', W h a t  are the main  
charac ter is t ics  and funct ions  of 
these  special  d rawing  r ights?  

ANSWER: The f u n c t i o n  of 
the new specia l  d rawing  r ights  is 
descr ibed,  as follows, in the  first 
s en t ence  of the  p lan  adopted  by  
the Group of Ten  and  the  IMF: 
they  are  " in tended  to meet  the  
need,  as and  w h e n  it arises, for 
a supp lement  to exis t ing  re se rve  
a s se t s ' .  The i r  essent ia l  c h a r a c - 
t e r i s t i c s are the  fol lowing:  
They  will be a l loca ted  to all IMF 
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m e m b e r  count r ies  par t ic ipa t ing  in 
the  plan,  on  the  basis  of the  IMF 
quotas.  Par t ic ipa t ing  count r ies  
thus  gain  the  r ight  to ob ta in  from 
cer ta in  o ther  countr ies ,  on the  
basis  of ce r ta in  t rans fe r  regula-  
tions, a cor responding  sum in a 
de facto conve r t i b l e  currency.  The  
la t ter  coun t ry  thus  acqui res  spe- 
cial d rawing  rights,  but  it is ob- 
l iged to do so on ly  wi th in  ce r ta in  
limits. The  specia l  d rawing  r ights  
thus  r ep resen t  a c la im on all  the  
o ther  pa r t i c ipa t ing  count r ies  as a 
group. They  wil l  be  p rov ided  wi th  
an  i r r evocab le  gold va lue  guar-  
an tee  and  a m o d e r a t e  in te res t  
rate.  This means  tha t  t hey  are a 
sor t  of i n t e re s t -bea r ing  gold certi- 
ficate. 

QUESTION: W h a t  is the  rela- 
t ionship  of the  special  d rawing  
r ights  to t h e  US Dollar, the  pound  
s ter l ing and  to gold? 

ANSWER: Special  d rawing  r ights  
are  i n t ended  to supp lemen t  exist-  
ing types  of r e s e r ve  in case  of 
need. Init ial ly,  of course,  they  will  
p l ay  on ly  a v e r y  modes t  role in 
terms of value,  compared  wi th  
cu r ren t  ho ld ings  of wor ld  mone t a ry  
reserves ,  which a m o u n t  to ove r  
$70 b i l l ion- -S41 bi l l ion in gold, 
$24 bi l l ion in foreign cu r r ency  
holdings,  and  over  $5 bi l l ion of 
so-cal led r e se rve  pos i t ions  in the  
IMF. W h e t h e r  t hey  m ay  one day 
take the  place  of t rad i t iona l  re- 
s e r v e s - - f o r  ins tance ,  to l iqu ida te  
s ter l ing r e se rve  holdings,  whid~ 
are no longer  w a n t e d - - w i l l  depend  
upon  future  deve lopments .  

QUESTION: Are  special  draw- 
ing r ights  i n t ended  to subs t i tu te  
for gold in the  long run? 

ANSWER: As " in te res t -bea r ing  
gold ce r t i f i ca te s ' ,  specia l  d rawing  
r ights  are  i n t ended  to complemen t  
gold r e se rves  which, in the  long 
run, will  p rove  insufficient .  This  
will  m e a n  tha t  the  wor ld  will  be- 
come  less dependen t  upon  gold 
alone, fu ture  suppl ies  of which are  
v e r y  uncer ta in .  It is not  l ikely,  
however ,  tha t  the  new  r e s e r ve  
d rawing  r ights  will  r e p 1 a c e the  
exis t ing  gold r e se rves  of more  
t han  $40 bi l l ion in the  nea r  future.  
It is more  p robab l e  t ha t  at  some 
some future  t ime gold, fore ign cur- 
r ency  claims, r e se rve  posi t ions  

wi th in  the  IMF and  specia l  draw- 
ing r ights  wil l  co-exist .  In  the  
course  of time, specia l  d rawing  
r ights  will  ga in  in impor tance .  

QUESTION: Special  d rawing  
f ights  a im a t  the  con t ro l led  in- 
t roduc t ion  of add i t iona l  m o n e t a r y  
reserves .  Is there  any  chance  of 
the  sys tem func t ion ing  as long as 
a p e r m a n e n t  ba lance -o f -payment s  
defici t  in the  USA produces  un- 
cont ro l led  l iquidi ty?  

ANSWER: The  Group  of Ten is 
in ag reemen t  tha t  the  specia l  draw- 
ing r ights  shou ld  on ly  be  ac t iva t ed  
w h e n  a wor ldwide  sho r t age  of 
m o n e t a r y  r e se rves  ar ises  and  the  
A m e r i c a n  ba l ance  of p a y m e n t s  is 
nea re r  equi l ibr ium. Ove r  the  las t  
two years ,  A m e r i c a n  defici ts  h a v e  
no longer  been  f inanced by  in- 
c reas ing  A m e r i c a n  shor t - t e rm in- 
deb tedness  to o ther  countr ies ,  bu t  
ma in ly  by  the  US sel l ing gold and 
drawing  on IMF credits .  It can  
ce r t a in ly  no longer  be  said tha t  
there  is a n  uncon t ro l l ed  expans ion  
of i n t e rna t iona l  l iquidi ty  due to 
Amer i can  ba l~nce-of -payments  def- 
icits. Should fu r ther  subs tan t i a l  
increases  occur  in A m e r i c a n  short-  
t e rm foreign indebtedness ,  this  
would ce r ta in ly  impede the  ac t iva-  
t ion of the  new  r e se rve  plan.  
Fur thermore ,  the  Group  of Ten  
has  env i saged  tha t  not  on ly  the  
c rea t ion  of r e se rves  u n d e r  the  new 
plan, but  also the  c rea t ion  of liq- 
u id i ty  by  o the r  m e a n s - - A m e r i c a n  
deficits, cen t ra l  b a n k  swaps,  draw- 
ing on  the  Euro-Dollar  m a r k e t s - -  
shou ld  be  sub jec t  to mul t i l a te ra l  
su rve i l l ance  by  the  Group  of Ten. 

QUESTION: Is the  p ropor t iona te  
use  of the  va r ious  r e s e r v e  com- 
ponen t s  neces sa ry  and  secured?  

ANSWER: At  the  beg inn ing  of the  
Group  of Ten  negot ia t ions ,  a for- 
mula  was  d iscussed  w h e r e b y  the 
new  specia l  d rawing  r ights  shou ld  
be  used  in p ropor t ion  to a coun- 
t ry ' s  own  r e s e r v e s - - a s  was  done 
u n d e r  the former  EPU--.  As hap-  
pened  under  EPU, this would  h a v e  
led to an  a lmost  au tomat i c  r enewa l  
of the  special  d rawing  r ights  in 
connec t ion  wi th  an  i m p r o v e m e n t  
in the  ba lance -o f -payment s  posi- 
tion. Subsequent ly ,  for va r ious  
reasons,  ag reemen t  was  reached 
on  a different  formula  for the  re- 

cons t i tu t ion  ( repayment)  of d raw-  
ing rights.  However ,  the  propor-  
t iona te  use  of specia l  d rawing  
rights,  t oge the r  wi th  count r ies '  o w n  
reserves ,  was  t hen  inc luded  in the  
p lan  as a genera l  ru le  w i thou t  
specif ic  sanc t ions ;  in cases  of long- 
te rm non-compl i ance  the  IMF migh t  
make  represen ta t ions .  

QUESTION: W h a t  r ights  and  
obl iga t ions  does an  IMF m e m b e r  
h a v e  wi th  r ega rd  to the  use  of 
special  d rawing  r ights?  

ANSWER: I h a v e  exp la ined  al- 
r e a d y  before  w h a t  a re  the  r ights  
of a pa r t i c ipan t  coun t ry  in respec t  
of specia l  d r awing  r ights .  Under  
ce r ta in  c i rcumstances ,  which a re  
ou t l ined  in deta i l  in the  plan, a 
pa r t i c ipan t  coun t ry  is obliged,  
w h e n  so r eques t ed  by  the  IMF, to 
make  ava i l ab le  for d rawings  by  
o the r  count r ies  sums in a de facto 
conve r t ib l e  cu r r ency  up  to twice  
the  amoun t  of specia l  d rawing  
r ights  which h a v e  b e e n  a l loca ted  
to it to date.  A n y  pa r t i c ipan t  coun-  
t ry  may  vo lun t a r i l y  exceed  t h i s  
limit;  th is  means ,  for ins tance ,  tha t  
if a coun t ry  has  dol lar  or s te r l ing  
r e se rves  it does  not  wan t  a n y  
more,  it can, by  accept ing  d rawing  
r ights  f rom o the r  countr ies ,  con-  
ve r t  t hese  into g o l d - g u a r a n t e e d  
cla ims upon  the  IMF. 

QUESTION: W h a t  were  t h e b a s i c  
cons idera t ions  in favour  of intro-  
duc ing  a recons t i tu t ion  ob l iga t ion  
for a p ropor t ion  of the  specia l  draw-  
ing r ights?  

ANSWER: The  so-cal led  ' recon-  
s t i tu t ion '  of special  d r awing  r ights  
af ter  use  over  a longer  pe r iod  is 
no th ing  else bu t  the  r e p a y m e n t  of 
the  c redi t  l ines  used. The  recon- 
s t i tu t ion  ob l iga t ion  emphas i ses  the  
credi t  d i a r a c t e r  of the  new  facili- 
ties. It is a imed  at p r e v e n t i n g  the  
freezing of ind iv idua l  defici t  po- 
s i t ions  in the  scheme;  it t hus  
se rves  s imu l t aneous ly  to ensu re  
the  sys tem's  l iquidi ty  and  the  cred- 
ib i l i ty  of the  specia l  d rawing  r ights  
as a r e s e rve  ins t rument .  The re- 
p a y m e n t  ob l iga t ion  is ba sed  on the  
formula  tha t  the  ne t  use  of draw- 
ing r ights  a l loca ted  ove r  a pe r iod  
of 5 yea r s  shou ld  no t  exceed  an  
a v e r a g e  of 70 per  cent .  For in- 
s tance,  if a coun t ry  has  used  all  
the special  d rawing  r ights  a l loca ted  
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to it for 31/2 years ,  it is t hen  
obl iged to r e p a y  the  e n t i r e 
sum, and  for one  and  a hal f  years  
t he rea f t e r  it m a y  m a k e  no  fu r the r  
use  of special  d rawing  rights.  So 
it is not  qui te  correc t  to say  tha t  
r e p a y m e n t  appl ies  to on ly  a par t  
of the  amount .  This  depends  en- 
t i re ly  upon  the  way  in which the  
r ights  h a v e  b e e n  used. 

QUESTION: W o u l d  i t  no t  he  pos-  
s ib le  for severa l  c red i to r  count r ies  
to des t roy  the  new sys tem b y  re- 
fusing to accep t  fu r ther  d rawing  
r ights  in  excess  of an  in i t ia l  
amount?  

ANSWER: The  rules  on w h a t  is 
ca l led  'opt ing  out ' - - i .e ,  non-par t ic -  
ic ipa t ion  in the  a l loca t ion  of spe- 
cial d rawing  r ights  ove r  and  above  
an es tab l i shed  m i n i m u m - - h a v e  not  
ye t  been  worked  out  in detail .  
However ,  count r ies  m a y  on ly  opt  
ou t  if t hey  have  vo t ed  aga ins t  the  
respec t ive  a l loca t ion  of special  
d rawing  rights.  If severa l  impor-  
t an t  c redi tor  count r ies  h a v e  v o t e d  
aga ins t  an  a l loca t ion  and  are 
t h r ea t en ing  to opt  out, t ha t  a11o- 
ca t ion  will in  all p ropab i l i ty  no t  
come about.  It is the re fore  cor- 
rect  to say  tha t  e v e r y  new  alloca- 
l ion  requi res  the  par t i c ipa t ion  of a 
sufficient  n u m b e r  of count r ies  in 
a po ten t i a l ly  s t rong m o n e t a r y  po- 
sit ion. The same, of course,  has  
a lways  appl ied  to any  decis ion to 
inc rease  members '  quotas  ins ide  
the  p re sen t  IMP-- i .e .  to the  crea- 
t ion of ' condi t iona l  l iquidi ty ' .  

QUESTION: Might  not  the  accu-  
mula t ion  of specia l  d rawing  r ights  
- - e i t h e r  a l loca ted  or t r ans fe r r ed  
- - w i t h  the  ma in  c red i tor  count r ies  
lead to a constant ,  wor ldwide  in- 
f l a t ionary  m o v e m e n t ?  

ANSWER: The mere  a l loca t ion  
of specia l  d rawing  r ights  on  the  
basis  of a jo in t  decis ion has  no 
in f la t ionary  effects, s ince  this  is 
mere ly  a book-keep ing  t r ansac t ion  
to es tab l i sh  credi t  lines. On the  
o the r  hand,  any  inc rease  in gold 
or  dol lar  r e se rves  because  of bal- 
ance -of -payments  su rp luses  does  
no rma l ly  h a v e  an  expans ive  effect 
s ince this  means  tha t  the  cash  liq- 
u id i ty  of the  bank ing  sys tem and  
of the  en t i re  economy is ra i sed  
propor t iona l ly .  Nor  do specie!  
d rawing  r ights  a c q u i r e d  b y  a 

coun t ry  h a v e  an y  p r imary  ex- 
pans ive  effects, p rov ided  it has  no 
ba lance-of -payments  surpluses  of 
its own;  such a co u n t ry  has  to g ive  
dol lars  in  r e tu rn  for the  d rawing  
r ights  accep ted  by  it, so tha t  on ly  
the  composi t ion  of its m o n e t a r y  
r e se rves  is al tered,  not  the  over-  
all  amount .  If, on the  o ther  hand,  
a coun t ry  accumula tes  special  
d rawing  r ights  because  it  has  bal-  
ance-of -payments  surp luses  and  
thus  increases  its overa l l  reserves ,  
this would h a v e  p rec i se ly  the  
same expans ive  effect as if an  
equ iva len t  amount  w e r e  acqu i red  
in gold or dollars.  Tha t  is to say:  
the  expans ive  and  po ten t i a l  in- 
f l a t ionary  effects come from the  
ba lance -o f -payments  surpluses  re- 
gardless  of the  w ay  t hey  are  fi- 
nanced ,  w h e t h e r  in  gold, dol lars  
or specia l  d rawing  rights. 

QUESTION: In you r  view, should  
the  IMF exerc i se  a g rea te r  in- 
f luence upon  the  economic  pol ic ies  
of its m e m b e r s - - p r i m a r i l y  in re- 
spect  of the i r  m o n e t a r y  policies? 

ANSWER: Natu ra l ly  the  IMF 
should  exerc i se  as grea t  an  in- 
f luence  as poss ib le  on  the  f inancia l  
policies of its m e m b e r  c o u n t r i e s - -  
on the  condi t ion,  of course,  tha t  
this  inf luence  is a lways  exer ted  
in f avour  of s tab i l i ty  an d  n o t - - a s  
was  d e m a n d e d  in Rio, for ins tance,  
b y  ce r ta in  count r ies  and  groups  
of c o u n t r i e s - - i n  order  to a t t a in  
g rea te r  expans ion  in surplus  coun- 
tries. Some m e m b e r  c o u n t r i e s - -  
pa r t i cu la r ly  defici t  c o u n t r i e s - -  
th ink  tha t  the  IMF a l ready  n o w  
exerc ises  too much pressure  upon  
the  economic  pol icy  of member  
countries. If the  bow is d rawn  too 
taut,  this  could, in ce r ta in  circum- 
s tances ,  backfire  and  d iminish  the  
in f luence  of the  IMF. 

QUESTION: Hither to ,  the  EEC 
has  not  been  able  to exercise,  
wi th in  the  IMF, an  economic  in- 
f luence  in accordance  wi th  i ts 
s t rength .  Do you  th ink  the  vo t ing  
r equ i r emen t s  should  be  reformed 
in favour  of EEC? 

ANSWER: It is not  t rue  tha t  
EEC count r ies  h a v e  not  b e e n  able  
to exer t  an  in f luence  in accord-  
ance  wi th  t he i r  economic  s t r eng th  
wi th in  the  IMF. Ove r  the  las t  

10 yea r s  the re  has  b e e n  no single 
dec is ion  of impor t ance  passed  in 
the  IMF ove r  and  aga ins t  the  
vo tes  of the  EEC countr ies ,  or e v e n  
on ly  3 or 4 of them, e v e n  if, for- 
mally,  such decis ions  could  h a v e  
b e e n  passed  by  s imple  major i ty .  
Thus  the  EEC count r ies  h a v e  in 
fact  exerc i sed  an  inf luence  in 
acco rdance  wi th  the i r  m o n e t a r y  
s t rength .  However ,  i t  seems jus t i -  
f ied tha t  this  de  facto pos i t ion  
should  be  formal ised  for ce r t a in  
impor tan t  types  of d e c i s i o n s - -  
pa r t i cu la r ly  whe re  such decis ions  
d i rec t ly  or ind i rec t ly  affect  the  
c rea t ion  of l iquidi ty  wi th in  the  IMF 
- - b y  requi r ing  for such decis ions  
a qual i f ied ma jo r i t y  of 85 pe r  cent  
and  thus g iv ing in due form a 
blocking minor i ty  to the  EEC coun-  
tries. Formal  recogni t ion  of the  
exis t ing  de facto s i tua t ion  would  
not  r ea l ly  mean a grea t  concess ion  
on the  par t  of the  e thers .  

QUESTION: W h a t  oppor tun i t ies  
does  the  new sys tem offer to im- 
p r o v e  the  economic  pos i t ion  in 
deve lop ing  countr ies?  

ANSWER: The  proposed  specia l  
d rawing  r ights  offer on ly  a rel-  
a t ive ly  s l ight  d i rec t  a d v a n t a g e  to 
deve lop ing  countr ies .  The  share  of 
81 deve lop ing  count r ies  in the  IMP 
m e m b e r s h i p  quotas,  and  thus  in  
the  fu tu re  a l loca t ion  of specia l  
d rawing  rights,  to ta ls  on ly  27 pe r  
cent. On the  hypo thes i s  of an  an- 
nual  a l loca t ion  of $1 b i l l ion  n ew  
drawing  r ights  to all pa r t i c ipan t  
countr ies ,  on ly  $270 mil l ion would  
be  a l loca ted  to the  81 deve lop ing  
countr ies ,  and  on ly  a min imal  
amount  to most  of t he se  count r ies  
individual ly .  Consequent ly ,  the  
ma in  impor t ance  of the  new p lan  
to deve lop ing  count r ies  l ies else- 
where ,  n a m e l y  tha t  in  t h e  long run  
it will  ass is t  t he  l a rge  indust r i -  
a l ised count r ies  whiah h a v e  a 
ma jo r  inf luence  upon  wor ld  eco- 
nomic  t rends,  to ma in t a in  a be t t e r  
b a l an ce  in the  wor ld  economy.  It 
was  def in i te ly  recogn ised  by  cer- 
t a in  speakers  from the  less de- 
ve loped  count r ies  at  the  las t  an- 
nua l  conference  of the  IMF in Rio 
that ,  indirect ly,  this  is v e r y  im- 
po r t an t  for deve lop ing  countr ies ,  
s ince t hey  will  a lways  b e  the  ma in  
sufferers  from a n y  dis tor t i ions  or  
set-backs in the  wor ld  economy.  
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