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INTRODUCTORY NOTE  

This report reviews the operations during the year 1971 of . 

the Bretton Woods' Institutions: the International Monetary Fund (IMF) 
and the World Bank Group, which consists of the International Bank for 
Reconstruction and Development (IBRD), the International Development 
Association (IDA), and the International Finance Corporation (IFC). 

The IMF (the "Fund").and the IBRD (the "Bank") were.established 
at the Bretton Woods' Conference in 1944 and Canadian  participation in 
these Institutions was authorized under the Bretton Woods' Agreements Act 
of 1945. The IFC was founded in 1956 as an affiliate of the IBRD by means 
of Separate  articles of agreement to which Canada is a party, and 
Canadian  participation in the International Development Association-was 
authorized under the International Development Association-Act, 1960: 

These institutions are closely linked. Membership in the Fund 
is a pre-requisite for membership in the Bank and membership in the Bank 
a pre-requisite for membership in the IDA and the IFC. The IMF concerns 
itself with promoting international financial stability and cooperation 
and, thus, with exchange matters and the operation of the balance of 
payments system. The IBRD, on the other hand, focuses its attention on 
economic development, particularly development financing; the IDA and the 
IFC provide specialized financing services not offered by the IBRD. 
Cooperation between these organizations is facilitated by the fact that 
their headquarters are located in the same office complex in Washington, D.C. 

As specialized agencies of the United Nations, the Fund and Bank 
report annually to the Economic and Social Council (ECOSOC), and the 
President of the Bank and the Managing Director of the Fund are members of 
the Inter-Agency Consultative Board of the United Nations Development Programme 
and of the U.N. Administrative Committee on Coordination. 

Unless otherwise indicated, dollar figures throughout the report 
are expressed in terms of U.S. currency of the parity in effect in 1971 and 
gold is valued at U.S. $35 per fine ounce. 

2 



INTERNATIONAL MONETARY FUND  

1. General Background  

The activities of the International Monetary Fund during the 
postwar period have been directed towards facilitating the expansion and 
balanced growth of world trade as a means of raising standards of living 
And of fostering economic development. Among its purposes is the promotion 
of exchange rate stability and discipline, and the provision of a facility 
for balance of payments assistance to enable member countries to correct 
payments imbalances with a minimum of disturbance to the world payments 
system. Hence its assets are available for short-to-medium term lending 
to member countries with temporary balance of payments difficulties. It 
also constitutes a centre for international cooperation and consultation, 
and a source of counsel and technical assistance to its members. 

Fund members anticipating a requirement for financial assistance 
from the Fund traditionally have had either one of two alternatives open 
to them. First they can arrange to purchase ("draw") other 
members' currencies from the Fund in exchange for their own currencies, 
with the transaction in its entirety becoming effective immediately. 
Alternately, they may negotiate a "standby arrangement" with the Fund, 
which, in consideration of appropriate policies by the member country, 
guarantees it access, in case of need and for a specific period, to Fund 
resources up to a specified limit. In either case, a member country drawing 
other members' currencies in exchange for its own currency must repurchase 
its currency, using gold or convertible currencies, within a period not 
exceeding five years from the date of the drawing. Since January 1, 1970, 
IMF members participating in the Special Drawing Account have also been able 
to use Special Drawing Rights (SDRs) in transactions with the IMF or with 
other participants as a means of making payments or of obtaining foreign 
currencies. 

Total assets of the Fund on December 31, 1971 had almost reached 
the $30 billion level. In addition in excess of $6 billion is available, 
in case of need, to the IMF in the form of loans from certain member . 

countries ("The Group of Ten") under the General Arrangements to Borrow (GAB). 
Fund gold holdings amounted to $5.3 billion and member currency holdings to 
almost $23.6 billion, including $769 million in Canadian dollars, 
equivalent to 70 per cent of the Canadian quota of $1,100 million. 

During the year 1971 a total of 31 members obtained support 
from the Fund. Total drawings by member countries during the year amounted 
to $2,175 million and, at year end, $217 million remained available but not 
yet drawn under existing standby arrangements. 
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2. 1971 Highlights  

Two evénts occurred in 1971 which were of fundamental significance 
to the operation, and the future development, of the Bretton Woods fixed 
exchange rate system centered on the 1MF. Firstly, international capital 

. flows accelerated  as the  year progressed, reaching'unprecedented proportions 
and underMining confidence in the viability of existing arrangements. 
Secondly; on August 15 the U.S. announced a series of measures to boost the 
U.S. economy and defend the U.S..dollar, including a suspension of converti-
bility of the U.S. dollar which had been the cornerstone Of the post war - 
international monetary structure. 

The result was a temporary breakdown of the entire fixed exchange 
rate discipline, widespread floating of major currencies and generalized 
confusion and uncertainty as to future developments. These events did 
not come entirely unexpectedly. While the now evident basic shift in the 
competitive position of major industrial countries in world markets only 
became abundantly clear in 1971, the underlying fundamental disequilibrium 
in the world payments system and the amplitude of speculative short-term 
capital movements had been building up for several years and the major 
industrial countries had been unable to effectively deal with these latter 
developments. 

The search for a solution to the immediate problem of restoring 
a degree of order in the system took place in a series of bilateral and 
multilateral discussions and consultations. Featured most prominently among 
these were the Annual Meeting of the IN]? and IBRD in Washington, D.C. in late 
September and the series of meetings of the Group of Ten. At the Annual 
Meeting both the immediate question of restoring order and the longer-term 
question of reform loomed large in the Governors t  formal speeches and in 
informal "corridor" discussion. The most prominent role, however, was played 
by the Group of Ten Ministers and Deputies, whose efforts during meetings 
on several occasions during the last four months of the year, culminated in 
the Smithsonian Agreement in mid-December. This agreement provided for a 
realignment of major currencies (including a U.S. undertaking to raise the 
gold price from $35 to $38 per ounce), achieved the removal of the unilateral 
restrictive measures introduced by the U.S. in August and introduced the 
concept in the IMF on a temporary basis of wider margins (24 per cent vs 1 per 
cent) around new "central" rates. In the days following the announcement of the 
Smithsonian agreement a more general realignment of the exchange rates of the 
currencies of most other IMF member countries occurred. 

Events during 1971 brought into sharp focus the need for basic 
long-term reform of the system and, in fact, the IMF Governors at the close 
of the Annual Meeting instructed the Executive Board to proceed without delay 
with their studies of measures necessary to improve or reform the inter-
national monetary system. Subsequently, at the Group of Ten Ministerial 
Meeting in Washington, which produced the Smithsonian Agreement, a consensus 
was also reached that work on reform should be centered in the IMF. 
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A number of specific problems have been identified for study. 

These include: 

(a) appropriate means for defending exchange rates end for 
ensuring a proper degree of convertibility in the system; 

(b) the proper role of gold, reserve currencies, and Special 
Drawing Rights  in the  operation of the system; 

(c) the appropriate volume of liquidity; 

(d) the re-examination of the permissible margins of fluctuation 
around established parities and other means of establishing 
a suitable degree of flexibility; and 

(e) other measures to meet the problem of international capital 
flows. 

One of the repercussions of the termination of the convertibility 
of the U.S. dollar was to place severe obstacles in the way of scheduled 
repurchases by IMF member countries. The August drawing by the United 
States on the IMF, which was made to facilitate large repurchases by France 
and the U.K. and to "repatriate" "excess" dollars held by Belgium and the 
Netherlands, raised the IMF's U.S. dollar holdings to 91 per cent of the 
U.S. quota. Accordingly, as the Fund cannot accept currencies in repurchase 
transactions of which its holdings are in excess of 75 per cent of quota, 
U.S. dollars offered in repurchases by other countries from their reserves 
were no longer acceptable in such transactions. At the same time, other 
countries, given the prevailing uncertainty, were unwilling to have their 
currencies used in a manner which would adversely affect the level of their 
gold-guaranteed IMF positions. Since that time therefore, IMF operations 
have been conducted in only a limited number of currencies; three countries 
(Canada, France and Germany) consented to the use of their currencies in 
1MF transactions on the understanding that over time their use in repurchases 
would be balanced out against purchases, thus reducing any net effect on 
their reserve positions and minimizing the possibility that their holdings 
of US dollars would be increased at the expense of their IMF positions. While 
this enabled the IMF to continue to operate, it did so at a much reduced 
level of activity. 

On January 1, 1971, the second allocation of SDRs to the 104 
countries participating in the Special Drawing Account took place. The 
second instalment involved 2,949 million units of this fiduciary reserve 
asset, bringing the total outstanding to SDR 6,363 million, out of an 
agreed total creation during the first basic period of three years to 
December 31, 1972 of SDR 9.3 billion and with the balance to be distributed 
on January 1, 1972. Considerable use was again made of this new asset: 
total transactions in 1971 amounted to SDR 831 million, and by year end 
the General Account of the IMF held about SDR 489 million, an increase of 
SDR 199 million during the year. Canada continued to be a net purchaser 
of SDRs and Canadian holdings of SDRs on December 31, 1971 amounted to 
SDR 372 million, 54 per cent in excess of cumulative allocations. 
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During the year three new members joined the IMF: Fiji, Oman 
and Western Samoa with quotas of $13, $7 and $2 millions respectively. All 
new members have agreed to participate in the Special Drawing Account. 

In September 1971, agreement was reached on the appointment of 
Advisors to assist Executive Directors representing eleven or more countries 
in better representing the interests of their constituents. This initiative 
was of benefit to three of the twenty Executive Directors, two of which 
represented African countries and the third a group of Middle East member 
countries. 

3. IMF  Relations with Canada  

During 1971 the Canadian dollar continued to float and initially 
the established pattern of consultations between IMF and Canadian officials 
continued. In January and July IMF officials briefly visited Ottawa for 
informal discussions regarding exchange rate and related economic develop-
ments and policies, while in April the regular formal Article VIII Consulta- 
tions took place in Ottawa between IMF officials and the Canadian authorities. 
Due, however, to the turmoil caused by the August events no informal gliar-
terly consultations occurred during the latter part of the year. 

The valuation procedure for Canadian dollars used in IMF transac-
tions, referred to in last year's Report, remained in use. Consequently 
on May 5, Canada received from the IMF an amount of C $7.6 million, representing 
the balance due to Canada under the valuation adjustment calculation procedure 
with respect to the fiscal year ended April 30, 1971. By year end, the 
valuation adjustment account held another C $11.8 million in favour of Canada 
accumulated during the period May 1 - December 31, 1971. 

Revenues accruing from Canada's membership in the IMF and 
received during 1971 consisted of (1) SDR 3,884,926 representing remuneration 
on Canada's IMF reserve position during the year ended April 30, 1971; (2) 
net income of SDR 602,061 in respect of Canada's excess SDR holdings during 
the same period; (3) SDR 1,294,975 in the form of a distribution of net income 
and (4) gold valued at $1,091,130 (at $35 per ounce) representing interest on 
Canada's loans to the IMF under the GAB. 

Canadian dollars were used extensively by other countries in 
IMF purchase and repurchase transactions during 1971. Since more Canadian 
dollars were used, on balance, in repurchases rather than in purchase 
transactions, the effect was to increase the IMF's Canadian currency 
holdings. Other transactions affecting the level of the IMF's Canadian 
dollar holdings included the repayment of the outstanding $120 million 
balance of earlier loans by Canada to the IMF under the General Arrangements 
to Borrow (GAB) and the sale by the IN]? of 66.4 million of SDRs to Canada 
for Canadian dollars. The first of these transactions had the effect of 
reducing the IMF's Canadian dollar holdings, an effect only offset in part 
by the latter transaction. The net effect of all these transactions was 
to reduce Canada's 1MF reserve position by more than half during 1971. 
As Canada's IMF reserve position declined from $669.6 million at the end 
of 1970 to $332.6 million at year end 1971, IMF Canadian currency holdings 
rose from the equivalent of 50 per cent of Canada's quota to the 70 per 
cent level. 
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During the last four months of 1971 when, as mentioned earlier, 
IMF operations were conducted in only a limited humber of currencies, 
Canadian dollars were used to the extent of $85 million in purchases by 
other countries, (out of a total of $270 million) and to the extent of 
$44 million out of total repurchases of $141 million. 

Effective October 1, 1971 Mr. R. Johnstone, the Executive Director 
elected by Canada, Ireland, and Jamaica, resigned from the Executive Board 
to return to the Bank of Canada. The three countries concerned elected in 
his stead  Mt.  R.B. Bryce, formerly Deputy Minister of Finance, to serve 
as their Dtecutive Director until the next regular election of Executive 
Directors which will take place during the 1972 Annual Meeting. 

Details as to the use of Canadian currency in Fund transactions 
and the operation of the Special Drawing Account are provided in Tables I 
and II respectively. 
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PUBLICATIONS OF THE INTERNATIONAL MONETARY FUND IN 1971  

Annual Report of the Execntive'Dirédtôts . for thé . Fiscal'Year Ended  
April 30, 1971  (English, French, and Spanish editions; a condensed 
version in•German) 

Balance of Payments Yearbook,  Vol. 22, 1965-69 (issued in monthly loose-leaf 
installments and a bound volume) 
Vol. 23, 1966-70 (partially issued in monthly looàe-leaf installments, 
to be completed in 1972) 

Direction of Trade (published jointly by the International Monetary Fund 
and the International Bank for Reconstruction and Development - four 
periodic and an annual summary, 1970) 

Finance and Development  (a quarterly publication of the International Monetary 
Fund and the International Bank for Reconstruction and Developmené issued 
in English, French, and Spanish; an annual Portuguese language edition 
issued in Brazil; and a German edition printed in the distributed from 
Hamburg) 

International 'Financial News Survey  (week1y) 

International Financial Statistics (monthly, issued in an English edition 
and in a trilingual edition, with text and titles in English, French 
and Spanish) 

The International Monetary Fund and Latin America (English edition) 

International Reserves: Needs and Availability; Papers and Proceedings, 
Seminar at the IMF, June 1-3, 1970 

Pamphlets:  No. 6 - Maintenance of the Gold Value of the Fund's Assets 
(2nd edition, English) 

No. 14 - The.Fund's Concepts of Convertibility (English and 
Spanish editions) 

No. 15 - Special Drawing Rights: The Role of Language 
(English edition) 

No. 16 - Some Reflections on the Nature of Special Drawing 
Rights (English edition) 



Schedule of Par Values,  51st Issue, March 15, 1971 

Selected Decisions of the Exécutive  Directors and Selected Documents, 
Fifth Issue 

Staff Papers, Vol. XVIII, Nos. 1, 2, and 3 

Summary Proceedings of the Annual Meeting,  1971 

Surveys of African Economies: Vol. 4: Democratic Republic of Congo, 
Malagasy Republic, Malawi, 
Mauritius, Zambia (English edition) 

.Twenty-First Annual Report'on.ExcharigéSestrictions,  1971 

For further information about these publications, contact: 

The Secretary, 
International Monetary Fund, 
19th & H Streets N.W., 
Washington D.C., 20431, 
U.S.A. 
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Totd.1  Amount  

Canadian 
Currency 
CoMponent  

Igéb 

2.87 	 (.98) 

20.00 
60.94 

7.50 

1.00 

2.50 

8.25 

3.00 

-1.01 
16.00 

. 35.00 

6.50 
1.50 
14.00 
3.80 
77.50 
59.86 
30.00 
6.00 

7.50 

9.00 
100.11 

(16.00) 
(20.00) 
(6.00) 

11. 

ee 

(7,00) 

••• 

.27
• 3.75 	 (3.49) 

Canadian 
Curl:ency 
Component  

•••• 

Total Amount  

4.40 

5.00 
3.81 
24.36 (5.46) 

(.01) 

- 

(7.00) 

(6.28) 

(21.24) 
(7.74) 

(.30) 

(6.50) 
■••• 

39.50 

31.60 
.25 

26.04 
3.29 
8.25 
5.30 

1,028.33 
28.10 
3.00 
.50 

3.87 

7.50 
65.00 
15.96 

- 
- 
.09 

3.83 

4.00 
.63 

35.80 

2.78 
•  4.40 
22.62 
14.00 
3.00 

.05 

WM' 

(6.00) 

ma, 

••• 

(5.50) 

TABLE 1 

Purchases and Repurchases of Currencies 
from the Fund 

January 1 - December 31, 1971  
(In Milliàns of US Dollars) 

Purchases Repurchases 

Members  

Afghanistan 
Brazil 
Burma 
Burundi 
Ceylon 
Chad 
Chile 
China (Taiwan) 
Colombia 
Costa Rica 
Denmark 
Dominican Rep. 
Ecuador 
El Salvador 
France 
Ghana 
Guatemala 
Guinea 
Haiti 
Honduras 
Ice  land 

 India 
Indonesia 
Iran 
Iraq 
Ireland 
Italy 
Jamaica 
Korea 
Laos 
Lesotho 
Liberia 
Malawi 
Mali 
Mauritius 
Morocco 
New Zealand 
Nicaragua 
Nigeria 
Pakistan 
Panama 
Peru 
Philippines 
Rwanda 
Sierra Leone 
Somalia 
South Africa 
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Purchaées 	Repurchases 

	

Canadian 	 Canadian 

	

Currency 	 Currency 
Members 	 Total Amount 	Component 	 Total Amount 	Component  

Spain 	 5.00 	 - 	 48.75 	 (7.00) 
Sudan 	 - 	 - 	 15.67 	 (1.00) 
Swaziland 	 - 	 - 	 .09 
Syrian Arab Rep. 	 _ 	 4.76 	 - 
Trindad & Tobago 	 - 	 - 	 - 
Tunisia 	 2.50 	 - 	 9.96 	 - 
Turkey 	 15.00 	 - 	 27.00 	 (3.00) 
Egypt (United Arab ReP.) 	32.00 	(14.00) 	 11.50 	 - 

United Kingdom 	 27.87 	 1,298.88 	 (289.00) 

United States 	 1,400.54 	
_ 

	

10.01 	 - 
Upper Volta 	 - 	 - 	 1.12 	 - 
Uruguay 	 9.50 	 - 	 10.60 	 - 
Yemen Arab Rep. 	 - 	 - 	 - 	 - 
Yugdslavia 	 186.30 	(10.00) 	 25.25 	 (1.80) 
Zaînbia 	 19.00 	 (6.00) 

Total 2,171.55 	(79.98) 2,862.87 	351.32 
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1 

1 
1 
1 
1 

1 
1 

1 
1 

1 
1 
1 

TABLE II 

Transactions in SDRs January ,  1 - December 31, 1971  

Net Acquisition or Net Use (-)  
of which 
in 1971 

illions of SDRS)..2. 	 

Holdings as of Dec. 31, 1971  
Pereentage 

Amount s 	of Allocations  

3.2 
28.0 
2.8 

164.0 
57.0 

405.4 
2.4 
1.0 

110.5 

Total  
- 

1.5 
-103.1 

8.9 
8.9 

265.0 
-6.4 

4.6 
-14.4 
-2.7 

- 
-103.6 

2.4 
.1 

131.0 
-4.2 

1.1 
-6.3 
-2.4 1.8 

36 
106 

3 
106 
118 
289 
28 

100 
104 

40 

Allocations 
to Dec.31/71 

8.9 
26.5 

105.9 
155.2 
48.1 
140.5 

8.9 
1.0 

105.9 
14.5 
4.5 

29 
100 
154 

101 
22 

58 
43 

1 
• 125 
100 
:81 

43 
27 

100 
114 
107 
99 

100 
122 
15 
14 
97 
2 

46 
24 
49 
59 
65 

3 
100 
45 

108 
111 

106 

* Figures may not add to total due to rounding 
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Participants  

Afghanistan 
Algeria 
Argentina 
Australia 
Austria 
Belgium 
Bolivia 
Botswana 
Brazil 
Burma 
Burundi 
Khmer Republic 
(Cambodia) 

Cameroon 
Canada 
Central African Rep. 
Ceylon 
Chad 
Chile 
Colombia 
Zaire (Congo, 
Democratic Rep,) 

Congo, People's Rep. 
Costa Rica 
Cyprus 
Dahomey 
Denmark 
Dominican Rep. 
Ecuador 
El Salvador 
Equatorial Guinea 
Finland 
France 
Gabon 
Gambia 
Germany 
Ghana 
Greece 
Guatemala 
Guinea 
Guyana 
Haiti 
Honduras 
Iceland 
India 
Indonesia 
Iran 
Ireland 
Israel 
Italy 
Ivory Coast 
Jamaica 

	

5.9 	 -4.1 	 -2.5 	 1.7 

	

6.8 	 6.8 

	

242.0 	129.9 	 72.1 	 371.9 

	

3.0 	 -3.0 	 -1.4 

	

23.6 	-23.6 	 -10.5 	 - 

	

3.1 	 -3.1 	 -1.5 

	

37.9 	 .4 	 -.4 	 38.3 

	

37.8 	-29.5 	 -8.6 	 8.3 

	

27.2 	-11.5 	 -12.0 	 15.7 

	

3.1 	 -1.8 	 -.2 	 1.3 

	

7.6 	 -7.6 	 -3.6 	 .1 

	

6.2 	 1.5 	 1.0 	 7.6 

	

3.1 	 - 	 - 	 3.1 

	

55.2 	-10.4 	 -.4 	 44.8 

	

10.0 	-10.0 	 -4.6 	 _ 

	

7.7 	 -4.4 	 -.3 	 3.3 

	

7.9 	 -5.8 	 -1.6 	 2.2 

	

1.9 	 - 	 - 	 1.9 

	

41.3 	 5.7 	 3.4 	 47.0 

	

326.0 	 22.0 	 16.0 	 347.9 

	

3.2 	 - 	 - 	 3.2 

	

1.5 	 - 	 - 	 1.6 

	

372.8 	 81.7 	 25.7 	 454.5 

	

20.9 	-17.9 	 -6,3 	 3.0 

	

31.6 	-27.1 	 -10.3 	 4.5 

	

8.1 	 -.2 	 2.0 	 7.8 

	

5.8 	 -5.7 	 -2.7 	 .1 

	

4.6 	 -2.5 	 - 	 2.2 

	

4.5 	 -3.5 	 -1.0 	 1.1 

	

5.9 	 -3.0 	 - 	 2.8 

	

5.0 	 -2.0 	 - 	 3.0 

	

226.6 	-78.5 	 3.3 	 148.1 

	

62.6 	-62.6 	 -27.8 	 . 

	

41.5 	-40.4 	 -20.4 	 1.2 

	

26.3 	 26.4 

	

29.0 	-15.9 	 -.8 	 13.1 

	

212.0 	 15.9 	 44.2 	' 227.9 

	

8.8 	 1.0 	 1.0 	 9.8 

	

12.1 	 .7 	 .7 	 12.8 



Net Acquisition or Net Use (-) 	Holdings as of Dec. 31, 1971  

t
II Allocations 	 of which 	 Percentage 

Participants 	to Date 	Total 	' 	in 1971 	Amount 	of Allocations  
	 (millions of SDRS) 	  

apan 	 250.2 	32.6 	 8.1 	282.8 	 113 

ordan 	 5.2 	 - 	 - 	 5.1 	 100 

enya 	 10.5 	 1.5 	 1.1 	 12.0 	 114 

Korea 	 13.8 	 3.9 	 2.0 	 17.6 	 128 

11 os 3. -2.2 -1.0 .9 29 

: 1 Lesotho  1.0 -.6 -.1 .4 42 

Liberia 6.5 -6.4 -4.1 .1 1 

euxembourg 5.2 - - 5.2 100 .alagasy Rep. 6.0 - - 6.0 100 
alawi 3.5 - _ 3.5 100 

Malaysia 40.9 2.4 - 43.3 106 

tali 5.3 -3.9 -1.0 1.3 24 
àlta 3.4 - 3.4 100 
MAuritania 3.1 -2.1 -2.1 .9 31 

(
I

auritius 	 5.1 	 - 	 - 	 5.0 	 99 

exico 	 85.0 	 3.4 	 .9 	 88.3 	 104 
Morocco 	 27.2 	-24.8 	 -10.0 	 2.4 	 9 
etherlands 	 162.3 

	

407.7 	 351.0 	569.9 	 ' 351 

ew Zealand 	 48.0 	-20.3 	 5.7 	 27.7 	 58 
icaragua 	 6.1 	-2.4 	 .4.2 	 3.7 	 60 

Niger 	 3.1 	 - . 	 - 	 3.1 	 100 

Iligeria 31.2 - 31.2 100 orway 50.9 4.0 2.0 54.9 108 
Pakistan 56.7 -43.4 -22.0 13.3 23 

g

anama 8.6 -5.9 -4.4 2.6 31 
araguay 4.5 ' - - 4.6 100 
Peru 27.5 1.0 1.0 28.4 104 
Philippines 35.1 -35.1 -16.6 - - 

"Rwanda 4.5 -3.1 -1.1 1.4 31 
Senegal 7.8 -5.4 -2.4 2.5 32 
Sierra Leone 5.2 -2.1 -.1 3.1 60 

IlSomalia 4.5 -1.9 - 2.6 58 South Africa 55.0 -54.5 -60.0 .5 1 
Yemen People's 
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Republic (Southern 
Yemen) 	 6.8 	-2.0 	 - 	 4.8 	 70 
Spain 	 84.3 	 2.5 	 1.0 	 86.8 	 103 
Sudan 	 17.3 	-17.3 	 -7.9 	 - 	 _ .. 

Swaziland 	 1.9 	-1.9 	 -.9 	 - 	 1 
Sweden 	 72.6 	 - 	 - 	 72.6 	 100 
Syrian Arab Rep. 	 11.8 	-11.7 	 -5.3 	 - 	 - 

Ianzania 9.9 -3.5 - 6.3 64 ogo 3.5 - _ 3.5 100 
Trinidad & Tobago 14. 1  -6.9 - 7.2 51 
unisia 

t

T 9.6 -7.6 -1.7 2.0 21 
urkey 34.3 -29.3 -11.3 5.0 15 
ganda ' 9.7 -.1 -.1 9.6 99 

Egypt(United Arab Rep.) 45.3 -37.8 -12.7 7.5 17 

inited Kingdom 709.5 -118.6 25.6 ' 590.9 83 
nited States 1,583.8 -484.1 -467.9 1,099.7 69 

Upper Volta 3.1 - - 3.1 99 

irruguay 	 16.6 	-16.6 	 -7.5 	r 	- 	 - 

enezuela 	 77.3 	5.7 	 .2 	 83.0 	 107 
Viet-Nam 	 13.2 	 - 	 - 	 13.2 	 100 
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I Participants 

igoslavia 47.3 
mbia  16.5 

_ 
Country . Total 	6,363.2 

Net Acquisition or Net Use (-) 	Holdings as of Dec. 31, 1971  
Allocations 	 of which 	 Percentage 

to Date 	Total 	 •in 1971 	Amount 	of Allocations  
.- 7.----  -(millions  of  SORS) 	  

	

-45.6 	 -26.5 	 1.7 	 4 

	

2.4 	 1.9 	18.9 	 115 

	

-488.8 	 -198.6 	5,874.4 

II Total used by participation countries 

of which acquired by other countries 

by IMF General Account 

To Date  
1,503.4 

1,014.6 

488.8 

of which in 1971  
831.1 

632.5 

198.6 
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THE WORLD BANK . GROUP  

INTERNATIONAL BANK:TOR-RECONSTRUCTION-AND 
' 	DEVELOMENT (WORLDSANK) 

INTERNATIONAL DEVELOIYMENT'ASSOCIATION (IDA)  

(a) purese and Functions  

The primary function of the World Bank and IDA is to extend loans 
and credits to member countries, mainly the developing countries, for 
projects which the Bank's studies have indicated will make an important 
contribution to the borrower's economic development. 

The two organizations differ essentially in the sources of their 
funds and the terms of their loans. The World Bank obtains most of its funds 
by borrowing in private capital markets and accordingly it must lend on 
similar terms. IDA relies on interest-free advances from Governments for 
the bulk of.its resources and thus can.make loans on much softer terms. 
Otherwise the IBRD & IDA have similar policies. The two organizations are 
served by the same staff. 

To provide the general guidelines within which its financing 
activities are conducted, the Bank seeks to acquire a comprehensive picture 
of the position and prospects of borrowing countries' economies and their 
development requirements. This makes it possible to identify economic 
sectors and projects which should be given high priority, and to form 
judgements on questions relevant to a borrowing country's economic growth, 
economic policies and its eligibility for Bank or IDA  financing. 

By giving continuous attention to the economic situation of 
developing member countries the Bank also seeks to help such countries 
make more effective use of all resources at their disposal, both domestic 
and foreign. It does so by providing assistance in formulating development 
policies, establishing development organizations, drawing up investment 
programmes for specific sectors and regions, identifying and preparing 
projects for financing, and encouraging the coordination of development 
assistance from bilateral and multilateral agencies. 

In respect of coordination, the Bank has taken the lead in 
establishing "consortia" and "consultative groups" for 15 recipient countries 
and by participating in four additional aid groups and consortia. Twenty-two 
aid-giving nations have been associated with one or more of these aid-
coordinating activities. (Canada's participation in Bank Consortia and 
Consultative Groups, as well as other aspects of World Bank Group activity, 
is described in a separate section of this report entitled "Canada and the 
World Bank Group".) 
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The Bank also maintains close working relationships with other 
international organizations concerned with development assistance, particu-
larly thé United Nations, the United Nations  Development Programme (UNDP), 
the UN's specialized agencies, the  régionaldevelopment banks and the 
Organization for Economic Cooperation and Development. For example, the 
Bank and the United Nations.exchange information and coordinate technical 
assistance and other development activities through a high level liaison 
committee While the Bank Group has acted as an executing agency fora number 
of pre-investment stùdies financed by the UNDP. 

(b) Resources  - The Bank's funds have come primarily from three sources: 

(i) Paid-in capital  

Of authorized capital of $27 billion at the end of 1971, about 
$24 billion had been subscribed and $2.4 billion of this amount, or 107 
had been paid in. When members take up their additional allocation of 
shares under the increase in subscribed capital approved by the Governors 
in 1970, total subscribed capital and paid-in capital will be about $25.2 
billion and $2.5 billion respectively. 

(ii) Borrowing  

• 	As of December 31, 1971, the Bank had borrowed a total of $10.7 
billion since the commencement of operations, of which $5.9 billion was 
outstanding. 

(iii) Net Income from Operations  

As of December 31, 1971, retained earnings available for opera-
tions amounted to approximately $1.4 billion. Net  income in 1971 was 
$190 million, compared to $227 million in 1970. 

IDA's loanable resources have been derived largely from budgetary 
allocations from its member governments, principally the developed countries 

' or Part I members. Total usable resources made available or committed to 
IDA from the beginning of its operations to the end of 1971 were approxima-
tely $3.8 billion. Of this amount $3.1 billion had been provided by Part I 
countries. The balance was derived from transfers by the World Bank of a 
portion of its net earnings to IDA ($595 million) subscriptions by developing 
country members ($48 million), MA's own net income ($46 million), a loan 
from Switzerland ($12 million) and a contribution from New Zealard ($5.6 million). 

(c) Loans and Credits  

By December 31, 1971, the Bank had lent a total of $16.8 billion 
to 90 of its 117 members. The Bank's loans are long term (15 to 30 years) 
and carry conventional rates of interest. The rate remained at 741. during 
1971. 
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By ,December 31, 1971, IDA had extended total credits of 
$3.5 billion to 58 of its 1c17 member countries. IDA's loans are interest 
free (though there is a service charge of of 1%) and for a 50-year term 
with la years' grace. In the main  they are confined to countries where 
per capita incomes are exceptionally low and which cannot meet all of their 
external capital requirements on conventional terms. 

INTERNATIONAL FINANCE CORPORATION  

The IFC supplements the activities of the Bank and IDA by making 
and encouraging investments on commercial terms in productive private 
enterprises in developing member countries. With the addition of one 
country during 1971, it now has 96 members. Its resources have been derived 
in part from paid-in capital subscribed by mémber governments which rose to 
$107 million in 1971. Other sources of funds include World Bank loans of 
$220 million, a loan from the Netherlands of $5 million, reserves against 
losses of $68 million, repayments téroceeds of $41 million and the proceeds 
from the sale of participations in IFC ventures totalling $165 million. 

IFC made additional commitments during 1971 of $107.7 million, 
bringing the total of gross commitments since inception of operations to 
$603.7 million in 47 countries. (Net commitments, after deduction of 
cancellations and terminations, were $570.6 million.) Of gross Commitments, 
approximately $232.7 million have been in Latin America (39%), $202.4 million 
in Asia and the Middle East (34%), $87.2 million in Africa (14%) and $81.4 
million in Europe and Australia (13%). 

.j,,■TORLD BANK GROUP IN 1971 - .GENERAL REVIEW 

Loans, Credits and Investments  
• 

Total loans, crédits and investménts made by the World Bank Group 
in 1971 and in the three preceding years .are as follows: . 

(in millions of U.S. dollars)  

	

1968 	1969 	1970 	1971 

World Bank 	1,094 	1,325* 1,615 	1,799* 
IDA 	 131 	463 	605 	580 
IFC 	 48 	88 	119 	108 

1,273 	1,876 	2,339 	2,487 

* .Including loans to IFC of $100 million in 1969 and 
$20 million in 1971. 	. • • 
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Table I annexed to this Report lists World Bank and IDA loans and credits 
in 1971 according to geographical area and purpose, while Table II is a 
historical summary of loans and dredits by year, geographical area, and 
purpose. IFC investments and commitments by year and by purpose since the 
commencement of operations are listed in Table III. 

Bank Borrowing  

The World Bank sold $1815.5 ugllion of its obligations in 
international capital markets during 1971. The net increase in the Bank's 
funded debt over last year was about one billion dollars raising the total 
debt outstanding to about $5,924 million. 

In previous years, the IBRD had limited public offerings in 
capital markets to long term issues. However, during 1971 several issues 
of intermediate term IBRD bonds were sold in the U.S., Germany and the 
U.K. in a move to broaden its market to include financial entities whose 
investment portfolios were concentrated in the shorter range maturities. 

IDA Replenishment  

The implementation of the Third Replenishment Agreement of IDA's 
resources, which was negotiated in 1970, is still awaiting U.S. ratification 
of its replenishment contribution. The matter is presently before the House 
of Representatives and the Senate. 

Under the Third Replenishment, 21 member countries together with 
Switzerland, have agreed to make available approximately $813 million a year 
over a three-year period, or a total of over $2.4 billion. Canada's share 
of the Third Replenishment will be $50 million a year, or a total of 
$150 million. In order to maintain continuity in IDA's commitment program, 
a majority of members agreed to make a portion of the contributions in 
advance of the effective date of the Replenishment Agreement. The total of 
such advance commitments during the year amounted to $355.2 million including 
$50 million from Canada. 

CANADA AND THEHWORLD . BANK GROUP  

Board of Governors  

In January, 1971, Mr. Paul Gérin-Lajoie, the President of the 
Canadian International Development Agency, replaced the Agency's former 
President, Mr. Maurice F. Strong,as Alternate Governor. 
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Funds Subscribed or Contributed  

Wbrld Bank  

Canada's share of the Bank's subscribed capital ià 
$792 million (3.43%), of which $79.2 million or 10% 
has been paid in. As a result of the selective' 
increases approved in 1970, Canada is entitled to 
subScribe 4o an additional $149.8 million, of which 
the paid-in portion Will be about $15 million. This 
additional . subscription will raise.the amounts of 
Canada's subscribed and paid-in capital to $941.8 
million and $94 million respectively, representing 
approximately 3.7% of the total for all members. 

ThA  

As a part I member of IDA, Canada has contributed 
$204.5 million to the Association. This includes 
the first installment of the Third Replenishment 
which Canada has paid in advance of the effective 
date of the Replenishment Agreement. Canada has 
pledged to contribute a further $50 million per year 
in 1972 and 1973. 

IFC — 

Canada's subscription to the IFC is $3.6 million. 

Maintenance of Value Adjustment  

According to the Articles of Agreement of the IBRD, countries are 
obliged to maintain the value of the local currency portion of their paid-in 
capital subscription. 

Early in the year, the World Bank and Canada agreed that in view 
of the fact that since June 1, 1970 the Canadian exchange rate had floated 
at an appreciated value relative to the fixed rate of Canadian $1.08108, a 
maintenance of value settlement would be made at the time of our next 
subscription payment due in November 1971. However, subsequently, the 
deadline for capital subscription payments was put forward to June 30, 1972. 
Given the unsettled nature of international monetary arrangements, Canada 
has postponed payment of its subscription increase, and settlement of the 
maintenance of value payments until the Spring of 1972. 

World Bank Borrowings in Canada  

Over the years, the Bank has offered nine bond issues in the 
Canadian market totalling $200 million, of which approximately $141 million 
is still outstanding. 
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Two issues were marketed in Canada this year: a public offering 
of $25 million, 8 year ,  bonds with a coupon rate of 74- % and a private offering 
of $50 million on the same  ternis.  

The Bank of Canada has also purchased portions of the two-year 
dollar bond issues which the IBRD has been offering for a number of years 
to central banks and other governmental agencies. Two such issues were 
offered in 1971 (at interest rates of 5.2% and 6.5% respectively) with the 
Bank of Canada purchasing $12.5 million of each issue. 

Canadian Goods and Services for Projects Financed 
By the Bank and IDA  

. 

 

To tal: identifiable  expenditures in Canada by World Bank and IDA 
borrowers to December 31, 1971, were $269.5 million. Details of the 
expenditures made, by year, are provided in Table IV. 

Canadian Personnel  

There were 157 Canadian nationals on the staff of the World Bank 
Group at the end of 1971; 59 were in professional positions, including two 
of the Bank's senior officers and one senior IFC staff officer. 

Canada's Contribution as a Member of Consortia and 
Consultative Groups Organized by the Bank  

Canada has been a member of the Consortia for Aid to India and 
Pakistan since their establishment in 1958 and 1960 respectively. Canada 
is also a member of Consultative Groups organized by the Bank to coordinate 
development assistance to Ceylon, Colombia, East Africa, Korea, Malaysia, 
Morocco, Nigeria, Peru, the Sudan, Thailand, Tunisia and has participated 
in World Bank-sponsored joint financing of projects in Mexico and Colombia 
by extending long-term export credits. Canada is also a member of the 
Intergovernmental Group for Indonesia and this year participated in the 
Consultative Group for the Philippines as an observer. 
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'TABLE I  

WORLD BANK LOANS AND IDA CREDITS - 1971  
(Millions of U.S. dollars) 

BY  AREA  

BANK 	 IDA 	 TOTAL  

	

No. 	 No. 	 No. 

	

Amount 	Loans 	Amount 	Credits Amount 	No. 	Countries 

Africa 	 254.90 	13 	126.75 	26 	381.65 	39 	22 
Asia 	 356.10 	12 	412.50 	18 	768.60 	30 	13 
Europe 	 378.60 	18 	19.50 	2 	398.10 	20 	7 
Latin America 

and Caribbean 	738.30 	25 	21.40 	4 	759.70 	29 	16 
Oceania 	 51.00 	3 	 51.00 	3 	3 

1,778.90 	71 	580.15 	50 	2,359.05 	121 	61 

BY PURPOSE 

Electriç Power 	253.90 	9 	87.70 	3 	341.60 	12 
Trahsportation 	• 618.90 	20 	66.30 	8 	685.20 	28 
Agriculture 	175.70 	13 	231.25 	22 	406.95 	35 
Development Fi- 

nance Companies 	208.00 	7 	10.00 	1 	218.00 	8• 
Telecommunications 	96.20 	4 	78.00 	1 	174.20 	5 
Education 	 48.40 	4 	50.10 	10 	98.50 	14 
Industry 	 82.00 	2 	20.00 	1 	102.00 	3 
Ge'aeral Develop- 
ment & Industrial 
Imports 	 85.40 	2 	25.00 	1 	110.40 	3 

Water Supply 	177.40 	7 	3.00 	1 	180.40 	8 
Technical Assist- 
ance 	 --- 	- 	4.00 	1 	4.00 	1 

Family Planning 	3.00 	1 	4.80 	1 	7.80 	2 
Tourism 	 30.00 	2 	--- 	 30.00 	2 

1,778.90 	71 	580.15 	50 	2,359.05 	121 
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4 	101.0 
18 	134.1 	12.2 
17 	260.0 	56.2 
18 	283.2 	124.1 
20 	309.1 	222.2 
12 	284.1 	266.9 
20 	353.5 	342.1 
18 	106.6 	318.8 
38 	385.0 	255.8 
56 	605.6 	143.3 
53 	584.0 	235.1 
13 	117.1 	134.9 

II TABLE II  

IBRD LOANS AND IDA CREDITS -  1946/47 TO 1971  
(Millions of U.S. dollars) 

II 	
YEAR 	

1/ 

_ 	- 	No. ' Amount 	Disbursements 	NO. . 	, Ambunt 	Disbursements  

Cumulative to 1960/61: - 292 	5,790.6 . 	- 4,319.7 
I 	1961/62 -  

1962/63 	
• 29 	882.3 	485.4 

	

28 	448.7 	620.4 
1963/64 	 ' 	-. 37 . 	809.8 	558.9 
1964/65 	 ' . 38 	1,023.3 	605.7' 

II 	1965/66 	 - .37 	839.2., 	668.4 
1966/67 	 46 	876.8 	790.4 
1967/68 	 . 44 	846.9 	772.0 

II 	1968/69 84 	1,399.2: 	762.0 ' 
1969/70 	 I 	70 	1,680.3' 

	

• 	. 
771.8 

1970/71 	• 	 78 	1,896.4 	' 	954.9 

II 	

1971 to Dec. 31 	• 14 

	

351.6 	562.3  
, 

	

797 . 16,845.1 	.11,871.9 	287 	3,523.3 	2,111.6 

Il 	BY AREA  21 
Africa 	 . 	146 	2,349.0 	 125 	713.9  
Europe 	 • 	131 . 3,021.5 	 • 10 	111.8 

II 	

Asia 

	

228 	5,077.0 	. 

	

576.3 	
: 119 

	

3' 	
2,439.0 

Australasia 	 16 
	. 

11.0. 
Western Hemisphere 	274 	5,124.2 	 . 30 	176.7 

II 	

International Finance- 	• 
Corporation 	. 	.2  

	

- 	220.0 

	

- 797 	16,368.0 	 287 	3,452.4 

I BY PURPOSE  21 
, 

Reconstruction 	 496.8 
II 	Electric Power 	 5,041.1 	 273.5 

Transportation 	, 	 5,019.4 	 929.1 
Communications 	 . 	. 376.1 .  

	

- 	 ' 226.6 
II 	Agriculture 

	

1,491.3 	 907.3 
Industry 	 ' 	1,170.7 	' 

. 	 . 
.  59.4 

Developement Finance gompanies 1,376.8 	 . 74.6 
General Development and : 	 . 

11 	. Industrial Imports 	 .637.6 	 680.0 
. Water Supply & Sewerage .Systems 	277.6 	 . 	 51.0 
Education 	 225.6 	 . 	 225.5 

II 	Project Preparation 	• 	 10.6 
Technical Assistance 	 - 	 10.0 
Family Planning 	•. 	5.0 	 4.8 

II 	

Tourism 
International Finance 	

30.0 

Corporation 	 220.0  

II • -..... 	16,368.0 	 3,452.4' 

1/ Fiscal years are those.of the World Bank- Group (July 1 to' June 30). 
27  •The figures are rounded and are net of cancellations, refundings and terminations. 

BY 	FISCAL  IBRD LOANS 	 IDA CREDITS  
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33.8 

518.8  

TABLE III  

SUMMARY OF IFC OPERATIONS  
(Millions -U.S. $) 

Stand By and 
BY FISCAL 1/ 	 Operational Underwriting 	Total 	 No. 
YEAR 	 Investments Commitments Commitments 	Commitments Disbursements  

1956-60 cumulative 	 45.0 	 - 	 45.0 	 37 	 22.7 

1960-61 	 6.2 	 - 	 6.2 	 10 	 10.4 

1961-62 	 18.4 	 2.9 	 21.3 	 10 	 11.9 

1962-63 	 13.0 	 5.1 	 18.1 	 12 	 15.9 

1963-64 	 18.2 	 2.6 	 20.8 	 18 	 15.5 

1964-65 	 19.7 	 6.0 	 25.7 	 16 	 16.3 

1965-66 	 26.8 	 8.5 	 35.3 	 21 	 21.8 

1966-67 	 49.0 	 - 	 49.0 	 14 	 25.4 

1967-68 	 41.4 	 9.0 	 50.4 	 16 	 33.1 

1968-69 	 87.8 	 5.1 	 92.9 	 27 	 33.4 

1969-70 	 107.9 	 3.9 	 111.8 	 29 	 85.3 

1970-71 	 94.3 	 7.0 	 101.3 	 24 	 72.0 

1971 to December 31 	 24.9 	1.0 	 25.9 	 4 	 36.1  

Gross Commitments, net 
of exchange adjustments 

Cancellations and 
terminations 

Net Commitments 

552.6 	 51.1 	 603.7 	 238 	 399.8 

	

0.2 	 34.0  

	

50.9 	569.7  

BY PURPOSE  
Development Finance Companies 	 53.2 

Money and Capital Market Institutions 	 .7 

Industry  
Manufacturing  
Iron and Steel 	 54.6 

Fertilizer 	 56.6 

Cement and Other Construction Materials 	71.5 

Pulp and Paper Products 	 79.4 

Textiles and Fibres 	 60.0 

Food and Food Processing 	 24.2 

Machinery 	 34.6 

Chemical and Petrochemical Products 	 35.7 

Other Manufacturing 	 37.6  

454.2  
Non-Manufacturing  

• Mining 	 51.7 • 

Utilities and Printing and Publishing 	 23.5 
Tourism 	 20.4  

• 95.6 	• 	 549.8  

Gross Commitments 	 603.7  

I/ Fiscal years are those of the World Bank Group (July 1 to June 30). 
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TABLE IV  

DISBURSEMENTS.BY IBRD AND IDA BORROWERS FOR GOODS AND SERVICES 

IN CANADA  TO . DECEMBER 31, 1971 

(In millions of U.S. dollars) 

BY YEAR ;II 	 IBRD 	 IDA 	 TOTAL  _ 

Cumulative to December 31, 1960 	133.5 	 133.5 

1961 	 8.2 	 - 	 8.2 

1962 	 3.7 	 - 	 3 • 7 

1963 	 5.6 	 7.4 	 13.0 

1964 	 4.7 	 1.8 	 6.5 

1965 	 5.4 	 2.7 	 8.1 

1966 	 • 11.6 	 5.3 	 16.9 

1967 	 13.2 	 14.7 	 27.9 

1968 	 6.3 	 7.8 	 14.1 

1969 	 4.4 	 11.0 	 15.4 

	

1970 • 7.6 	 1.3 	 8.9 

1971 	 11.1 	 2.2 	 13.3 

Total 	 215.3 	 54.2 	 269.5 

1/ Calendar Year 

2.4 


