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TheRoleoftheirιterrAtionalNonetaryFuι:ιd 
in Connιection νith. Developιιent 

Tbe purposea ot the InterDBtiorAl Monet.ary Furιd are aet out 1n Art1cle Ι 
of1taArt1clea of.Agreeιιerrt . Incormect1onν1thdevelopιDent,Art1cleihaa 
th1ato&ay: 

"Tofac111t.atethee:rpans1onandhιι.lancedgrovthof 
1nterne.t1onaltrade,andtocontr1butetherebytothe 
proΘOt1onandτr.ιι1ntenanceofh1gh levels ofenφloyment 
andreal1ncomeand.totbedevelop~t:entoftbeproduc
t1veresourcesotall n:emberssspr1Daryobject1vesor 
econom1c:pol1cy . " 

Theιr.anner1nvh1chtheFundcontributestotheecononιicdevelopcentoftbe 
lessdevelopedcount:r:1es 1snotbyιrιo.kingdevelopmentcap1talava1lable . 

\ 

UDder the establ1shedpr1nc1pleει of theFund, 1tει reaources are available tor 
fronιthreetofiveyearstoass1stcountr1eει1ntelllporarybalanceofpayu.ents 
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1 . MonetarrStabil1trandReειourceaforDevelopιr.ent 

TheFuDdhasnovhadnearlyf1tteenyearsofexper1ence1nνork1f1βclosely 
ν1th1tamell!bercountr1eειonthe 1rιnonetaryproblems. Byfarthelargιorpart 
of1tειconaultat1veνork.hasbeenν1ththelessdevelopedcountr1ea. Froι:ιth1s 
extens1veexperienceor.econclusιon iebecom1ng 1nc~s1rιelymoreev1dent,both 
t othecountrieeconcernedarxitotbeFund . 'rbs.t.conclus1on1•thatιnonetary 
atab111ty1eanee&entialcond1t1on,aώ1ndeedtbeonlyrel1ablebιιs1e , for 
auet«inedgrσvth. Motιetaryatab111ty1ncreaseatberesourcesthatcanbeα;&de 
ava1lablefordevelopιrιent1ntνoνays : 1nthe:r1rstplιι.ce,1t1ncreaseathe 
lorιe-teruflσvofgenu1nedoιrιe&t1csav1rιes. Intheειecond.place,1tst1Jnulates 
tbe in!'lσv ot cap1talt'roιnabroadaa countrιea, byde1110natre.t1ng tbe1rab111~· 
torunthe1rdoιι:est1cf1nanc1alaffa1rsc:cnιpe:tently,appearmore c:red1tνorthy 
t ofore16naourc:esofcapital. 

Atleaatasi.mportant1sthe:ractthatιnonetaryate.b111tycreate&a 
cli.Ω:ate fortr.eproperallocatιonofresourcesειavedintheeconoroyorcorιtr1b
utedby tore~ncap1tal. Intheabειenceo"fmonetaryatab111ty, 1.e., 1ncond1-
t1onsof1ntlat1on,1nve&tn:enttendstobed1rectedtoνarda objectathatare 
cona1deredthebestshort-rurιhedgeaaga1nat1nflat1on, ratber tharιto\larda 
thosetbatv1llΙΙΙΙkethegres.teetcontr1but1on totheeconomy1n thelnrιerun . 
Stab111ty1aneceaas.rytotrs.nslatetheava1lableBBν1nga1ntothek1ndsot 
1nveatmentthatv1llcontr1butetothebals.ι:c:eddevelopmento:theccorι0fi\Y , 
Aa rar ae aid from abroad 1a concer ned, 1t 1a therefore equally 1n the intereat 
ofthecountr1ea rece1v1rιethes.1ds.ndthoaetbatprov1de1ttbatιnonetary 
Btab111ty&houl dbeatta1r.eda!ld.preserved . 



Giventhescarcityofdevelopιrentcapitalinlessdevelopedcountries , 
thereiealvι:ιyeatendeηcytolooktotheMnkΙΙω-boththecentralbankand 
thecoi!J:lercialbanka-ωaoaconvenierrtadditionalsourceotcapttal. Euttt 
isobvtoualyabsurdtobelievethatthebankingsystemcancreateoutof 
nothing the real reoourcea r.eeded for developunt. All that the banking 
systez::ι can itselt do is t o create money , not goods . Within the traιr.evork 
of'mocetarystab111ty, thebankines;ιsten:ιcan1ncτease1tstotalassets 
onl.yslovlyastheneedsf'orcurrencyanddepoattsrisevtththegrovthof 
the econcm;y. These annual incresses in the reaources of the banktne system 
are,broadlyιιpeaking,neededtoprovidetherequireιnentsforcirculating 
capital-ωsucbastnventoriesandvorkinprogressω-andtotncreαaegradually 
tbecountry'sf'oreignexchangereaerνes, Tbebankingsysteιnvillthus 

norue.Uy not have any s1gniticant reιources sva1lable to sink tnto devel.op
ιr.errtprojects . 

It the ba.nking system creates more ι:ιoDey thβn is needed by the grovth of 
theeconoι::ιyatstableprtceo,tbefirstresultvillbeareducttoninthe 
country'sforetgnexchangereserves . Thereducttontnthesereoervestbat 
most countries can stand ts very limited, so that no conttnuing contrtbutton 
todevelcpmentcanbeaciΙieνedtnthiBvay, Excesstvecreditcreationbeyond 
tbis potntv1llleadtoprtceincreaseoandthedeprectat1onof'thecurrency . 
Insαιιιeofthemoredevelopedcountrtes,tnflationi:Jasbeenknovnto ιι:ake 

resourcea avatlable tor investιrent through νhιιt ia called "forced savings . " 
Thtswsbrougbtaboutasrisingprtcesreducedthepurchastngpoverofvage 
earnersandthem.idd.leclass. Evenindevelo:aιedcountrtes,thtsproceos 

vould, hovever,soongetoutofbandaDdceasetobaveanyusefulnessae 
vorkersbegantotnsistonquickadjuatιrentoftheirwegeatotheriaing 
priceo,andpeoplegenerallyreducedtoamiηimumtheproportionoftheir 
aosetskepttntheforι:ιotreadyι:ιcney. I nthelessdevelopedcountrieo , 
vheretherearenolargegroupaofpeoplev1thf1xed1ncomea,nolasttηg 
contribution to tnveotment c.e.n be achieved by means of intlattoη, even 1f a 
countryverevill.ine;totreadthispath . 

Thefacttbatantncressingnuι:ιberofcountriesbaveoverthelasttev 
yearssoughttheFund'sasststanceinvorktngoutstabiltzationpr';)gra.ma 
testifieatothevidespreadconvtct1onthattnflatton,result1ne;inι:ιcnetary 
inatab1ltty,tsapol1cythatonbalanceclesrlyhasanunfavorableeffect 
ondevelopιnent. Bythedetermtned1mplec:entat1onottheseatabtl1zot1on 
plansthecountrieoconcernedareprovtdtngtheaouDdbaaistoranef'fecttve 
development progrem. 

2. 'rbeFuDd'ιRoleinConneι::tionvith'l'eι:ιporary 
BalanceotPaw.entsD1ft1cult1ea 

Wbileunderd.evelopedcountrieoseektodevoteagooddealoftheir 
resources and αttention to the problemo of long-run economic development, they 
sre at the same til!le subject to πany temporary d1ff1cult1es vhtch often tend 
to vorktheιnselves outaobalanceofpayτcentaprobleιns . Suddenfluctuations 
intί:ιevolumeofproductionoftheirn:atncropsorfluctuationstnthevorld 
marketprtceιιfortheirι:ιatnexportιι,aavellastrregu.larittestntherate 
ofsupplyof'capttaltroι:nabroadortntherateofexpendttureotallkinda-
especte.l.lyondevelopmentprojects:alltbeseι.ndotherfactorsvtllatt1meo 
producepressuresonthebalanceofpayuents. 



Ι! these preeaurea are not bandl.ed properly, tbe country νil1 not only 
exper1enceasertouelossofreservesbutιιιι.yalsobaveto1mpose1mportor 
excbangerestrtctton.o;ttsbard -νonmonetaryatab1l1tyιne.ybeJeopardtzed, 
νtthιιconeequentaetbacktodevelopn:ent. Inαsttuattonotthtasort,the 
Fund has a doublc role to play. It ν1ll. conιιult νtth tbe ιι:ιember οη tbe 
financialandotberpoliciestbatr.aybeneededtoseethecountrythrough 
tteteιφorarydttf!cultiea;andttatandareadytoιrake ttsreeourcesavaU
abletotr.ecountryνhilethecorrecttvemeasureιιtakeeffect,tnorderto 
aoftentbe impactoftheuntιι.vorabledevelop~nte. IndotnssotbeFundacta 
tnaccordιι.nceνtththeprovtsionstn1t8Arttclesνhtchstateaasoneofthe 
purpoees of the Fund: 

"TogiveconfidencetozrembersbymakingtbeFund's 
resourceaavailabletotheιnu:Jderadequateaafeguards, 
thuoprov1dingtheιnνtthopportun1tytocorrectιrιal
adJuatmentatnthe1rbalanceofpayuιentsνtthcut 
reoorttngtotreasureadestructtveofnettonelor 
inteι·natiorιι.lprospertty . " 

The prtnctples governtne; the use of the Fund'e reaources are nον νell 
establtahad . BecausetheFund ' spoltcytCNardrequests!ordraνtngsmustbe 
appltc:able tolargeandsrι:allcountr1esalike , 1tisexpressed1nter~~:~~not 
oftheabaolute&I!IOunttnvolved,butoftheproportionνbtchthisθ.ιιlount 
bearstothecountry ' squota . Countrieaaregtventheoverνhelmtns;beneftt 
ofthedoubtνtthrespecttorequestafordr&"'ingsνtthinthe"goldtranche," 
t .e . ,theportionotquota νhtchcanberegardedaaequivelenttotheιteιnber ' e 
gold aubι:ιcription. τbe Fund'a attttude to requeata for draνtnge νtthin the 
f1rstcredtttranche(equaltotbefirst25percentofthequotaabovethe 
"goldtranche")tsaltberalone,providedtbatsmeltberνtshtngtoιrakeauch 
adraνtngtsitselfιrιιktnsreaaonableeffortstoaolveitsprobletnB . Members' 
requeets for dravtngs or stand-by arrangecents beyond the first credit tranche 
arelikelytobefavorablyrecetvedνbentheyareintendedtosupportνell 
balancedandadequateprograιι:sνhtchsresimedateatablt&htngorιnaintainiDg 
theenduringstabUttyofthecurrenctesconcernedatrealisttcrateaof 
exchβnge . Bythιecloselinkthattbeapplic:Qttonoftheseprtnciplesand 
precttceaestabltsheabetνeentbeF'und'aftnanctalasatatanceandtheιnatn
tenanceoradoption.ofthenecessary~ta.lir.eSι:ιureainthecountries 
con.cerned,theFundaupportstheobaervanceofthatdegreeofftnanctalaelt
d1acipltneνtthout vh1chthe tnternationalconetarysyatemcannotfunct1on 
properly. 

TheFund'sresourceazι:adea.vailabletnsuchaattuationarerepayable 
overaperiodnotlocgerthanthreetoftveyears. Seeninthelongrun, 
therefore 1 theFuDd'scontrtbut1ondoeaootconatst1nmBk1nga.vatlablea 
tΙetsupply ofcapttal,buttnhelptngthecountrythroughaparttcularl;rd1t 
f1cultphaseofitsdeνelopment,thueaa:feguardiDgtheprogreαaalreιιdyιnade 
andestabltαbtngthebastsforrurtherfuturedevelopment . 
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Inconnect1onνtththeeffortathatarebe1cgιradeto1ncreaaetheflαιι 
ofdevelopmentcapttalfroιιιtbeΙtSincreditorcountrtestotheleaadeveloped 
areas , 1tfoUoνsthattbeιιct1v1ttea of theFundareusefUlinpart1culartn 
tνorespects: 



(a) Bytheregularι::ontaι::tof'theFundv1th1tsιteιιibers--throughι::on
sultat1onsand1nothervays--theι::bancesare1ncreasedtΓ.atdevelopιr:ent 
pl.&na and pol1c1ea v111 'be vorked out vitbin the frιur.evork ot tinanι::1Δl 
ιtab111ty,andthΙWιωdernontnfΊ.at1ocaryc::ondit1ons. 

(b) Acι::eσatotheFund ' sresources,ur.derthepr1nι::tplesandpol1c1ea 
vorked out fΌr their use, 1s l1kely to increase the cbancea that teCΙporary 
d1ff1cult1eaenι::oontereό.1nthecourseofdevelopιι:entcan'besurι:ιounted v1th
outharmtotheecon01111cstruι::tureofthecountry1tseltor1tatrad1ng 
prι.rtnera. 
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