
THE WORLD BANK GROUP ARCHIVES

PUBLIC DISCLOSURE AUTHORIZED

Folder Title: Committee of Twenty Technical Group Files - Technical Group on Special
Drawings Rights Link - Volume 4 - 2 of 2

Folder ID: 30138636

Series: Records Relating to the Committee of Twenty and to Two of Its Technical
Groups

Dates: 02/20/1973 - 07/05/1973

Subfonds: Records of the Office of the Vice President, Development Policy (VPD) and
the Development Policy Staff

Fonds: Records of the Office of the Chief Economist

ISAD Reference Code: WB IBRD/IDA DEC-01-13

Digitized: 02/26/2024

To cite materials from this archival folder, please follow the following format:
[Descriptive name of item], [Folder Title], Folder ID [Folder ID], ISAD(G) Reference Code [Reference Code], [Each Level
Label as applicable], World Bank Group Archives, Washington, D.C., United States.

The records in this folder were created or received by The World Bank in the course of its business.

The records that were created by the staff of The World Bank are subject to the Bank's copyright.

Please refer to http://www.worldbank.org/terms-of-use-earchives for full copyright terms of use and disclaimers.

THE WORLD BANK
Washington, D.C.
© International Bank for Reconstruction and Development / International Development Association or
The World Bank
1818 H Street NW
Washington DC 20433
Telephone: 202-473-1000
Internet: www.worldbank.org



! A

90114-04 lb a

COMMITTEE OF 20

TtCHNICAL GROUPR

i

Ax~IiIVOS 30138636 167111B 
I

A1994-043 Other#: 
6

Committee 
of Twenty Technical Group Files - Technical Group on Special Drawings

Rights Link - Volume 4 - 2 of 2
i

DECLASSIFIED
WITH RESTRICTIONS

WBG Archives



x



The World Bank Group

Record Removal Notice
File Title Barcode No.

Committee of Twenty Technical Group Files - Technical Group on Special Drawings Rights Link -
Volume 4-2 of 2 30138636

Document Date Document Ty pe

undated List

Correspondents / Participants

Subject / Title
List of C-20 Link Documents

Exception(s)
Information Provided by Member Countries or Third Parties in Confidence

Additional Comments

The item(s) identified above has/have been
removed in accordance with The World Bank
Policy on Access to Information or other
disclosure policies of the World Bank Group.

Withdrawn by Date

A.May February 07, 2024

Archives 01 (March 2017)



b--



j2
- 4

x



DOCUMENT OF INTERNATIONAL MONETARY FUND AND NOT FOR PUBLIC USE

C/;K/DEP/Doc/73/19

February7 20, fS1973

To: Depnuties of the Committee of Twenty
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The attached paper, which was prepared by the Fund staff, relates
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Directors, and a suming up of their discus sion by the iagin; Director
will be made available to the Deputies prior to the e.ietingr of ILarch 124-1L_.
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INTERNATIONAL I 1ETARY FUND

Allocation of SDPs and Financinp of Economic Development

Prepared by the Research Department

(In consultation with other Departments)

Approved by J. J. Polak

February 8, 1973

1. Introduction

From the tine when academic pronsals for issuin ' an international

reserve asset began to appear in the late 1950s, there have been frecuent

suggestions that the issuance of such an asset should in some manner be

made to enhance the flow of resources to less developed countries, and

foster economic development.

In view of the analogy betueen official reserves and private money

balances, the idea of a link betecen reserve creation and the financing

of development is one which rather naturally cones to ird. Uithin the

confines of the national state the issuance of fiduciary money has tra-

ditionally been associated either with a transfer of resources to the

sovereign or with the financing of capital expenditure within the

community through the lendin- activities of the banhinp system. But

those who have advocated that the creators of international liquidity,

like the creators of national liauidity, should at the same time

influence the distribution of real resources have had a special purpose

in mind--not merely, as in the case of national banking, to reduce the

imperfections of the capital market and thus proirote a more productive

use of capital, but also, and more specifically, to foster the develop-

ment of the countries with relatively low per cap~ita income. Such

proposals reflect a dissatisfaction with the magnitude, and in some

cases the "quality," of development assistance toorether with a doubt as

to whether these shortcomings are likely to be overcome by the approaches

thus far pursued.

When the Special Drawing Account of the Fund was established in 1969

a different view prevailed. The liquidity-creating and credit-distribu-

ting functions of a banking system are conceptually auite distinct, and

it was deemed prudent, in establishin- a new international reserve asset,

to concentrate on the linuidity-creating function. Ceuly created SDRs

had, of course, to be distributed sonehow among participating countries,

but in basing allocations on tFe quotas of the Fund1 the intention was to

choose a distributive key which would rouc-hly correspond to the effec-

tive demand for reserves and preclude, or at least confine to small

proportions, any permanent transfer of resources among particioants as a

result of the allocations.
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while the neriod that Vas elosed - sirce the establishu-et of the
Special Drawing Account is a relativelv sonrt one, it is anoronriata that
the question of a possible link betwcen K allocation and sevlenent
finance should be brought up fcr recoirsidration in the context of the
general re-examination of the internatial c rionetary systen that is now
in procress. Consideration or this cLuesLtion c.l-1 for a careful weigh-
ing of the probaLle corsaquences of *doptino or not adortin!- oje or
other of the possible link pronosals, nrticulao'rl for (a) econoric
developnent and (1:) the international nonetary system and the orocass of
balance of payments adjustnent. The nreseut paner does not attemit to
arrive at a iudenent of these natters, but rerely to -resent a variety
of considerations gernane to such a judmnent.

The purpose of this paner is to assist rcrs in dino u- their
Tmincds whether there should enlirL l i. e1,cation of hlPs and
the financinr oI cc:-ic - evel ent a', i so, not the form of any
such link should Le.

2. Past link nrcrosals"

Past proposals for a link between reserve crention and developient
financin- have 'enerally been nresented as nart of specific plans for
equippirn the international nonetary syster with capabilities for en-
eratino slobal liauidity. The foilc-,in' notes are confined to suc'res-
tions that have appeared within t e last ten to fifteen years.

Under the last of a series of nlans rut for-ard by 'r. 'axwcll
Stanpi/ the Fund would be allowed to issue certificates, which nerher
countries would agree to receive in .settle ent of international obliga-
tions and to treat as reserves. The Fund would put the certificates
into circulation by lendincg thcn on a lon--ternr basis to the IDA for
use in the IDA's nornal lend.ino. The IDA would then obtain currencies
required for loan Cisburserents by prescnting the certificates to the
supplying countries. Countries could if they wished refuse to acceot
export sales--and the associated certificates--connected with IDA
lendin-. Interest would be paid by the IDA to the Fund and by the Fund
to holders of the certificates.

The holdine of reserves in the forn of deposits with the Fund
rather than in national reserve currencies was the ley feature of a
proposal by Professor Triffin.2/ Such deposits could be used by the
Fund for advances or rediscounts, undertahen at the initiative of the
borrowin? country, and for open-market operations or inverstaents, under-
taken at the initiative of the Fund. A proportion of such investments
could be channeled into develonnent finance through nurchases of IITD
bonds or other securities of sinilar char-cter.

1/ For a rore extensive presentation of past link nronosals, se2
Sn/71/5 C'arch 3, 1971), "A Comendiun of Pronosals to Link the Creation
of International Reserve Assets to the Financino of Levelonnent."

2/ yaxuell Stano, "The Starn 7lan--l62 Versicr," :'iooroate cnd W al
Street, Snring 19C2, pn. 67-Pl.

3/ Robert Trif-fir, Cold :nw' the DolZlr C'riis: The 'uture of Convert-
ibility (iTew Faven, Yale University Press, 1960, Pev. 1961).



A group of experts appointed by the UNCTAII' to study international

national liquidity would periodically be created by the Fund issuing
reserve units to all its members in exchangoe for equivalent amounts of

their own currencies. A part or all of the currencies of the developed

countries (and perhaps of some of the developing countries) so acquired
by the Fund could be invested in Uorld Bank bonds. The Bank would, in
turn, use the currencies in the course of its operations in development
finance.

Under Professor Scitovsky's plarn./ also Fund obligations would be
issued against nember countries' own currencies. They would he handed
over to the IDA as grants for use in financinq approveC investment
projects in developing countries, with the proviso that they could be
spent, in the first instance, only in the country against w lose currency
they had been issued. Once the Fund obligations had been snent in the
appropriate country, they would becone unrestricted reserves in the

hands of the latter.

Dr. I. G. PateL2 ' expressed the view that the simplest way of estab-

lishing a link would be by means of an agreenent whereby each act of

international liquidity creation -ould be follo,'ed by voluntary contri-

butions to the IDA by all Part I menb)er countries. The size of the

contribution vould hear a certain unifori pronortion to the share of

each of those countries in international liquidity creation.

After the SDR schene took form, a number of proposals for using the
SDR facility to provide develooment finance were advanced. The proposals

left open the precise institutional arran-ements. For instance, the Fund

Governor for Italy, >r. Colonbo, at the 1968 Annual Neeting, su.7cested
that the main industrial countries should undertake to use a part of

their reserves corresnonding to a portion of the SDR allocation for the

replenishment of the IDA or for subscription to THorld Bank bonds.4/

1/ United Nations Conference on Trade and Development, International
Monetary Issues and the DeveZoping Countries, Report of the Group of
Experts, Uovember 1965 (TD/B/32).

2/ Tibor Scitovsky, Requirements of an International Reserve System,
Princeton University, International Finance section, Fssays in Inter-

national Finance 17o. 49, 1965.
3/ I. G. Patel, "The Lin: Between the Creation of International

Liquidity and the Provision of Development Finance," in United Nations
Conference on Trade and Levelopnent, Rerort of the Committee on
Invisibles and Financing Related to Trade: Purther Consideration of
the Report of' the Expert Group on Internationa N'onetary Issues, August
1967 (TD/B/115/Add.2).

4/ International Uonetary Fund, Surrary Proceedings of the Annual
Meeting of the Board of Governors, 1968, p. Cl. See also, 1969, p. 71.
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Mr. Colombo's proposal found support in the Subcommittee on International
rvchn ~ r 1 "en~tsof thU. . C r, hich in199calledfor an
amendment to the Articles whereby the 18 Fund members that had previously
contributed to the IDA would direct that 25 per cent of their SDR alloc-
tions be retained by the Fund to finance expanded IDA development
assistance.1/

A second UtCTAD study groun2 / envisaged two main approaches to the
establishment of a linh. Both would involve contributions by the devel-
oped countries to IDA in Provortion to SDRs annually allocated to then--
in the first anproach contributiors in SDniP, in the second apnroach
contributions in national currencies. In addition, the experts referred
to a third method whereby the Fund would allocate some SDds a:irectly to
IDA.

3. 1ature ofr onosals to be c-xanined

Five main catac'ories of pronosals for a link between SDR allocations
and the transfer of resources to developing countries may be distinguished.
These are listed under A to E below and are described and discussed in
sone detail thereafter.

Before proceedinr to the discussion of these various proposals, it
is useful-assuming that, as a result of SDR creation in the Fund, finan-
cial resources w'ere to become available to be used for the benefit of
developing countries--to inauire also into the possibility of extending
the Fund's own proprams for these countries.

One possibility to be corsidered would be a new facility that could
be established in the Fund for the nurpose of providing resources to
developing countries under stand-by or similar arrangements, to be re-
paid over reriods longer than those for which drawincs are presently
made availalle. The use of the facility would be considerod in situa-
tions where countries, faced with serious imbalance, would be prepared
to embark on a comoiprehensive proram involving' major shifts in nolicies.
These prograns would cover a span of three or more years; they would
contain brood understandings on such matters as nublic revenue and
expenditure policies, exchan-e rate manaFement, import policy, external
debt control, interest rate and other pricin- policies; and they would
be subject to annual revievs.

In the past in such instances Fund resources provided under its

normal policies were often accomnanied by large-scale and longer-term
program lendinz by ot'er countries. This source of needed resources at

1/ United States Congress, Sucomnitt e on International Exchange and
Payments of the Joint 7conomic Cormittee, A Proposal to 1ink Resorve
Creation and Development Assistance, A Subcommittee Paport, August 1969,
p. 6.

2/ United Nations Conference on Trade -nA Develoonent, International
Monetary Ref'orm and Cooperation for Develorment, 7epcrt of the Expert
Group on International Ionetary Issues, 1%9 (TD/D/2?-5/Pev. 1).
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the time when stabilization policies are put into effect has declined.

The facility s above ;ould fulfill the need that now exists for

balance of payments assistance of lonner than five-year repayment term,

associated with comprehensive policy odjustrients.

Beyond the use of SDRs in stabilization operations 
of lon'er dura-

tion than those currently possible under the Articles, one could also

consider the possibility that the Fund night use snecial issues of SDPs

to extend credits to developing countries in other circunstances.

Resources for nny such operations would be provided in the form of

snecial issues of SDTIs rade as and when reauired to firance lendings.

SD'Is received by the Fund in repayrent of loans woul.K Ie returned to the

Special Drawing Account for cancellation. Any net creation of reserves

throuh the facility w7ould be taken into account in the decisions on the

need for reserve creation.

Terms concerning duration, repaynents, and charges under which the

resources would be provided could vary. For example, the interest

charged might be the norral interest on SD7s or night be reduced below

that level by any of a number of ways discussed below in connection vith

other types of schemes. 'Iariations in the curulative anount of special

issues would be taken into account in calculatingy the global need for

reserve supplementation in the form of regular STh allocations.

In what follous, the possibilities for rore extensive Fund credit

operations will be referred to as Extered Fund Facilities. Beyond

whatever may be decided in this area, the various "link" proposals that

have been discussed so far nay be presented as follows:

A. Schemes under which the rund would allocate SDPs directly to

development financinc, institutions (DFIs);

B. Schemes under which less developed countries would be allocated

a larger share of SDP allocations than corresponded to their share in

Fund quotas;

C. Scheres under which the share of developin- countries in Fund

quotas (and hence in SD1 allocations) would be hi-her than would result

from the criteria under which cuotas are presently deternined;

D. Scheres under which some or all participants receiving SDRs in

allocation would contribute to DFIs acounts bearing some predetermined

relationship to the allocations received!;

E. Schemes depending on the establishment of a Peserve Substitu-

tion Facility as part of the reform of the international monetary

system--which would provi('e that any excess of interest 
received from

reserve centers on currencies held in the Facility over interest naid
to holders of the correspondinsz arounts of SPDs would be contributed to

DFIs or to developing countries directly, as grants, and any amortization

paid by reserve centers would be allocated to DFIs.
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The first four.of these approaches were described in Chapter VI of
the Report by the Execivt1e Di-cctors of the TBoarA of (overrors on
"Reform of the International Vonetary Eystcm"; the fifth, though not
discussed in that TRepcrt, has also received some attention.

Both the Extended Fund Facilities and Schemes of Types A, B, and E
require for their implementation changes in the present Articles of
Agreement. This is not necessarily true of schemes of Types C and D.

It should be emplsized that each of these types of nronosal is
capable of assuming a Frt:t many variant for-s, and Tany hybrid forms
are also possible. Only a limited number of the possible variants are
evaluated in the followin sections. The significance of sore of them
will appear more clearly in the light of subsecuent discussion.

TYPE A Schemes--Direct Allc-ation of nDM by the Fund to
Devlonet irnn Institutions

Under the heading of develorent financing institutions would be
included the TTorld Banh Group and various regional institutions.i/
The distribution of the allocation among TIs mioht be determined by the
Fund on the occasion of each decision to allocate or at lon'er intervals,
or the DFIs might set up a joint organization to suballocate SDRs among
themselves.

DFIs might be allowed to mahe such use ofr 7Des as seemed best to
them in the interests of economic development, or various understandings
mi-ht be reached relating to such matters as the proportions in which
these funds would have to be used for financing development in the
various developing countries or groups of countries, the terms (grant,
concessionary loans, etc.) on which the DFIs would have to provide
development assistance to countries with funds derived from the allocations.

The EFIs might mer-e the resources derived by them from SDR alloca-
tions with those derived from other sources, or they might scregate the
SDRs allocated to them and use then to finance a special tyne of lending.
The latter alternative would tend to be recuired if the Fund were to
impose conditions uoon the 1 'Ts with respect to the use to be Tmade of
the allocations on the lines sketched forth in the precedirc paragraph.

The amount to be allocated to DFIs in total mioht be determined on
the occasion of each decision to allocate in general; or the proportion
of global allocations to be assigned to DFIs mfiht be laid down in
revised Articles of Agreerent or decided for periods longer than a
single allocation period; or, finally, the amouat to be allocated to
DFIs might be decided for periods longer than a single allocation period.

1/ Certain data with regard to these institutions are sot forth at
Table 1.



Table 1. Development Finance Institutions-

(In millions of U.S. dollari, u.-ess otherwise noted)

AfDB AsDB CABEI CDB EADB EIB IBRD/IDA IDB

Beginning year of operation 1966 1966 1961 1970 1967 1958 1946 3960

Paid in capital as of end

1971 80 492 20 25 20 250 2,661 405

Ordinary operations 3 4 7/
Commitments: 1966-71 503J 532.2 3 17 1031' 7,106 1,107

Recent terms (ryresentative)

Interest rate (per cent) 7.0 7.4 5 .5 -6.0Z9 8-1010 ... 7.50-7.875 7.25 8
Maturity (years) 8-20 12-25 10-20 7-12 ... 7-20 14-30 1>-20

Grace (years) 3 3-7 3-5 ... ... 2-4 3-7 1-6

Special or concessional
operations
Funds available Yes ½/ Yes No Yes Yes Yes

Commitments: 1966-71 0 1 0 712/ 213/ n.a. 16-- 2, 342 2,185

Recent terms (ryresentative) L5J .. 7 16/
Interest rate (per cent) n.a. 2.5-3 ... n-

Maturity (years) n.a. 15-30 ... ... n.a. ... 50 1'-30

Grace (years) n.a. 3-10 ... ... n.a. ... 10 3.>-4.5

n.a. -- not applicable.

AfDB African Development Bank EIB European Invcstr,.ent Bank

AsDB Asian Development Bank IBRD International Bank for Reconstruction and

CABEI Central American Bank for Economic Integration Development

CDB Caribbean Development Bank IDA International Dev lopment A. ssociation

LADB East African Development Bank IDB Inter-American Development -ank

Note: The United INations Development Programme (UNDP) disbursod $l,"52 million in development assistance

duriner 1966-71, representing UIDP program cosf on pojects ant ior which there arie o repayments.

Tie sccond Earopean Development Fund (EDF) prcided $ 00 miLlion in development assistance, $730

mil I !on i n grants and $70 miLIon in conces si I , Iur in . The third EDF has pledged

JO3 milliorn Cr 1971-75: $010 million in nt L, .1 m i a in cc o mcnal. loans, and $10

million in ordinary operations of the EIB. 'l, oi f es, not lve one irpundJenL 1egal idertity,

but is a part of the European Economic Communi t y.

Sources: IBRD, Internatonal Financial News Sury3, and various annual reports of development finarfe

institutions.
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Footnotes to Table l

1/ In certain contexts, developnert banks and the following are listed

as multilateral developmeint institutions or proprams: UT Development

Programme, U Fund for the Congo, UV Ligh Commission for Refugces,
UN Children's Fund, UN orean Peconstruction, U1 Relief and 'orks Agency,
UN Temporary Executive Authority (Vest Irian), Lorld Food Program, Mutual

Aid and Guarantee Fund for the Vest African Entente, Andean Development

Corporation, and International Pinance Corporation, and European Develop-

ment Fund.
2/ IDA began operation in 1960.
3/ 1967-71.
4/ 1968-71.
5/ The CABEI is comoosed of three lending funds: )rdinary Investment

Fund, Economic Integration Fund, and Housing Fund. During the 1961-71.

period the distribution of loans from these sources was 45 per cent, 47 per

cent, and 8 per cent, respectively.
6/ 1970-71.
7/ Loans to Greece, othar associated states and overseas territories of

the EEC.
8/ Including commissions. Tn many instances there is also a commitment

charge attached to undisbursed balances.
9/ Excludes any commissions.

10/ Loans to the private sector carry 10 per cent interest rate.

11/ In April 1972 DAC countries, Yugoslavia and Brazil pledged $100
million to the Special Fund of the AfDD.
12/ Lending onerations from Special Funds resources commenced June 1969.

13/ An additional ,1.35 million was financed by the Canadian Agri-

cultural Fund.
14/ Comprises Special Section loans to Turkey, and to associated states

and overseas territories on behalf of the European Development Fund of the

EEC. For the period 1953-71, such loans totaled $175 million and $43

million, respectively.
15/ During 1971, two loans were made at 1-1/2 per cent.

16/ Furthermore, IDB has administered Special Funds from Canada.

Commitment of such funds are on IDA terms except the service charge is

1/2 per cent.
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It is assured that a substantial part of global allocations of SDRs

would continue to be made directly to participatin- countries. This part
minht be distributed arono narticipants in proportion to iotas. Alter-

natively, developing countries night receive, as at )rescnt, a proportion

of total allocations corresnoEding to their share in tte quotas of all

participants, while such SV-s available for allocation as were not
distributed to PFs or to develonin7 countries iculd be distributed among

participatinp developed countries in proportion to their ouotas.

The SrPRs allocated to DFIs, lihe those allocated to countries, would
sooner or later become part of the world's active stock of reserves and

provision would have to 1:e made for their rcceptsnco 41 exchance for
currency. At present each narticinant is obliged to accent 1Ds up to

the point at which it is holding three tires its net curmulative elloca-

tion. The D-Is would nct be Darticipants but "other holders," and would
obviously not be subject to acceptance o--ictions. The acceptaince
oblipations corresnondi ng to the S.DRs allocated to LlVs rus: trerefore
be placed on parti cipatin countries.1/ ThIs obli-ation right be innosee
(a) on all narticipants in proportion to nct cumulative allocations, (b)
on all prticipants in nroportion to net cumulative allocations subse-
quent to the inaxv'uration of the "link," (c) on all articipants in
proportion to outas, or (C) on developed country Darticipants only, in
one or oth-er of these oroportions. If, as has been sugestd, li-ita-
tions on accentance ob 4 ationts of participants were removed as part of
the international nonetary reforn, this proble: ,'oulC cisapocar.

An important question arises with respect to the interest rate on
SDRs. Interest is received on SDP holdings and equivalent charges are
paid on net cunulative allocations. At present the rate of interest and
of charges is 1-1/2 per cent, but this rate will nrobably have to rise
in future if the share of SPRs in total reserves is to be substantially
increased; it will, however, probably rerain soaehat belo. the rates
payable in most countries on 'overnment securities. The auestion is how

the interest cost correspondino to the SLPs allocated to DFjs would be
met. One possibility is that the cost would be met by the DFIs, which
would recoup themselves through the interest charged on develooIent

loans. Or the cost might be borne by all participating countries in
proportion to quotas, net cumulative allocations, or some other yard-
stick. Or it night be ret by all developed country participants only
in proportion to cuotas or net cumulative allocatio-s. Finally, it is

conceivable that, as part of the reform of the international nonetary
systen the interest pai' by not debtors in the S£7R syster" (including
that paid by DFIs) mirht be at a lover rate than that naid to not

creditors, or that the interest paid on allocations (includinr that paid
by DFIs) might be at a lower rate than that paid on Sr holdings--the
difference, ir either case, being net through assessments on participat-
ing countries, or on develored countries, or through new issues of SDRs.

1/ For a discussion of this ouestion, see also the Peforn Report (op.
cit.), Chapter IV, Section 3.
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Whichever of these.methods is adopted, it should be noted that there is
no necessary connection between the wayr in which the burden of any
interest concession to DFIs is distributed, and the way in which alloca-
tions to participants (i.e., allocations other than to DFIs) would be

distributed.

Somrewhat analosous to the problem just discussed is the auestion
whether or not EFIs should be expected to assume the continrent renayment
obligations corresponding to their allocations in the event of withdrawal
of a participant from the Special Drawing Account or of licuilation of
that Account (Articles XX and XXXI of the Articles of A-reerent).
Liquidation is perhaps a contingency too remote to renuire consideration.
As regards a terrination of participation, however, since the lendinr
carried on by DFIs on toe bar'is of "link" resources wou2L. itself be of a

revolving, albeit long-term character, it night be possible for the DFIs
to accept a contingent re aynent obligation especially if the general
resources of the institutions in question were available to neet such
repayment. It would, however, be possible for this continent repayment
obligation to be transferred to narticipants or to develoned country
participants in much the same ways as the interest burden discusscd above,
or the acceptance obligations associated with their allocations.

Several possibilities arise with respect to th e manner in which DFIs

might use SDRs allocated to them. Thus they mijht be requircd to use the
SDRs immecdiately on allocation, by converting then into currencies which

they would then hold; or they might retain the Sp s until such tine as

payment had to be made to supplyinQ countri2s or to countries of invest-
went in connection with development projects or orogram loans. S'DRs

might be transferred or converted throu'h the ordinary desi-nation

mechanism or in accordance with a special set of rules; there right also
be scope for transfers without designation.

TYPE B Schemes--Allotmert to Develooinc Countries of a Pigher
Shlare of SDR Allocations than Corresponds to
Their Share in Fund 0 uotas

There are two main variants of this type of scheme. Under VarianL
One, menber countries would be divide2 into two categories ("developed"
and "developing") or into three or more categories based on depree of

development or per capita incone: within categories tihe ratio of

allocations to quotas (in any one allocation period) would be uniform,
while between or among caterories the ratio would differ, being higher
for the less developed and lower for the more develoed countries.

Under tbi3 approach there would be a fairly obvious demarcation

between the part of the total allocation to developing countries which

corresponded to their share in the world need for reserve supplerentation

and the part which was intended to be used for development finance. As

total allocations varied over tine, an attempt night be made to keep the
"developmental" part of the allocation at a relatively steady, or

steadily growing, level.


