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INTERNATIONAL '}lONETARY FUND. 

§ixth G.en~ral R.'e~ie:t,r of QuoJ:~s: . 

. • Report of the Executive Directors 'to the Interim Committee . 
of the Board of Governors on the International Monetary System' . 

. December 23, 197.4 

I. Introduction 

The Fund is re,quired to conduct a general· re~iew of the ·qu~ta~ 'Of all 
members at intervals of five years~ but ·it may conduct a general" reviel.J. at 
other times. The current general review is the· ·sixth. The main points . 
which arise are the following: · 

1. . the size of the overall increase of Fund 'q1jotas; 
2. the· distribution of quota increases among members~ and . 
3. the 'mode of payment for the increased subsC:tipt_ion;. · . 

. II. Size of the Oyeral_l Quota Increase. 

All Executive Directors agree that an increase in quotas from SDR 29.2 
billion is warranted at .. t;h.is time. One Director wishes. to emphasize that 
the case tor an; increase ,depends importantly on. decisions about .. the Fund's 
financ_ialopera1;:ions 'in 1975 and beyo~d. Since the last quota 
review· the world economy has grown strongly. In the present and prospective 
situation of massive payments disequilibria the demand on the Fund 7 s resources 
migl:_i~ be exp~c;:.ted. to rise by relatively large amounts. ·,A.substantial fn, .. 
crease in quotas- -would permit selective incre~ses which ,would· reflect changes 
in members' relative.positions in the world economy since the last adjustment 
of quotas, and would increase the amount of currencies for use by. the Fund 
in its transactions and operations. 

. . 

TheE:x:ecu,tive Directors have no~ agreed on the size of the overall 
increase.·. Ttifo Directors with important voting power consider that the 
increase should be. 25 per cent or less. A numb.er of Directors. supported 
an increase of around 35 per cent. Many Directors supported a 50 per cent 
increase,., but most of them indicated a willingness to compromise on an 
increase. of not l_ess than: 35 per cent. 

It was noted in the discussions that a quota increase of less than 
35 per cent would not only be proportionately smaller than the overall 
increases resulting from the last two quota reviews but would fall far 
short of the growth in world trade in any recent five-·year period. 
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III. Distribution of Quota Increases 

The size of quota increases for individual members depends not only 
on the size but also .:he dist:r:,ibution of the overall increase. On distri
bution, the Executive Directors are not agreed on the extent to which all 
members' quotas should be increased by a proport_ionate general increase to 
reflect the growth in world trade and paymentsj and the extent to which 
there should be selective quota increases to take account of changes in 
relative po~'itions of members. in ,the world ~conomY:, . . . . . . . '. . . . . 

There is~ however 1 general ag~eement among the Executive Directors 
on the desirability of increasing greatly the quotas of the major oil 
exporting countries. Many Directors supported this view on the expecta
tion that the currencies of all these members would be effectively usable 
in Fund transactions under the Fundvs l'.'egular policies and procedures on the 
use of currencies. Technical questions relating to this issue will be 

. further e,xplored ~y . t;he E~ecutive Directors :i some of wh.om .believ~ that 
the.se ques~ie>:µs should be considered; in relation to all quota'' i:ncreases 
and that t'hey should be resolved before quota increases are agreed. ' ' 

·.' . .. . . . . ,, . 

Most Directors support a doubling of the share of these m~mbers?· 

• ..-. .fl 
I I 
\.._) 

taken as a group, in Fund quotas~ oµe Director thought that the present ~ 
quotas of these members. a:s a group could be doubled in absolute amo.unt. u 
Some other Executive Directors area:lso concerned that doubling the share 
of this group.in Fund quotas could be an unduly large increase because of 
the uncertainty about the adjustments in members' positions now underway. 
A few Directors felt, however; that the share of these countries as a group 
should be more than doubled • 

. Differing vie~is: are held on how far a substantial increase in the · 
share in'the Fund of the group of tnajor oil exporting countries Should 
be reflected in changes in· the positions of other groups: ·of' countries in 

· · the Fund: 

Some·D'irectors argued that·theincr.ease in the share of·the 
Fund quotas of the majoroil-expotti.ng countries should be com
pensated by proportionate reductions in the shares of all other 
groups of members. 

A large number of Executive Directors believed that the share 
in the Fund of the developing countr'ies (other than. the major oil 
exporters) should not fall; and several of them hold the view that 

:the share of the developing countries should be increased. 

Several Executive Directors hold the view that the position of 
the intermediate group of the '•other developec!.1. countries should be 
protected. 

,f] 
\..._/' 
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.The attached table is intended to illustrate the broad implications 
f~r th~ distribution of' quotas among .. groups' of' ~~untries u.nder three of 
the toregoing,alternatives; the:caiculations are baseQ on overall increases 
<;>.f quotas' 'of' 25 per cent 9 '35 per cent,;. :.ind' -~o per cent. '' • ''' ''' ' .' ' ' ' .. _ ' '' 

. • . • • ~ . ' •• i,. ' •• - • • • • 

· '·:.'. ', ~· ~e,;:,, Exe;cuti~~ .Direcioi-·~· atg~1l'i,hat, it is undesirable.-~!' determitJ.e 
:· quota increases: on the bc1,sis of the .shares of. part:lcuL~r. groups of .. 
, c9upJries O ' ' • • • , . , . , , ", C ·, 

. . . . ' . . 

A few Directors consider that special quota;tncreas~s.!7 should be 
allocated to only a small number of members whose quotas are most out-of
line because their economies have grown rapidly since the last quota 
increase. These Directors were also concerned that the share of fast
growing countries in quotas and voting power should not decline. Some 
Executive Directors argued that·special quota increases should also be 
granted so as to maintain the present positions of those countries which 
had previously agreed to a smaller increase in their quotas than would 
have been justified under generally applicable criteria. A few Directors 
asked that'certain claims for quota increases not agreed to in the past 
should also be taken into consideration. 

Many Executive Directors believe that special quota increases should 
be more widely spread among members. 

A large. number of Directors felt that consideration should be given 
to leaving available~ after application of statistical criteria, a margin 
of the overall quota increase to permit further increases of a few quotas 
that might still be regarded as somewhat low. 

IV. Payment of Increased Subscription 

The Executive Directors have also considered the main issues connect~~ 
with the payment of the gold portion of increases in quotas both under the 
present Articles and under amended Articles. 

The possibility was discussed of adopting appropriate arrangements 
to mitigate the effects of the gold payment which is required under the 
present Articles, for a portion equal to 25 per cent of any quota increase. 
'Many Directors believe, however~ that such severe problems of principle 
and technique would be involved in mitigating such.payments as to make it 
an unpromising approach. 

Most Executive Directors strongly support the principle of an amendment 
of the Articles which would give members the option to use other media in 
the payment of the gold portion of increased subscriptions. Many Directors 
believe that members should be permitted to use SDRs in place of gold. A 
few Directors suggest that members shouldj in addition to SDRsg have the 
option to pay in gold but at a price related to the market. Some Directors 
feel that in addition to the first or second of these choices a member 
should ha~e the option to pay the gold portion in currencies agreed with 
the Fund, including perhaps their OtilD currency. However~ some others hold 
the view that payments with currency should be permitted only in certain 
circumstances. 

1/ Other than those for the major oil exporters as a group. 
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view of the comparatively small holcl;i.ngs of SDRs of many members~ 
and the fact that not all me...~bers are ·participants in' the Special Drawing 

· ·Account~ a number of Directors· suggi:st 'that~ for the Sixth General ·R·eview ~ 
provision should be tnade· for members to pay e:ithe'r in SDRs or in their o't,m 
currencies. However, some Directors proposed that provision should be made 
to enable the Fund to permit the payment of any increased· subscription either 
entirely in members 1 own currencies or in a proportion higher than the present 
75 per cent. Some other Directors feel that such an approach would' :be the 
least desirable alternative. 

..:· .. ,' 

,I·. 
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Illustrative Distribution of Quotas Among Different Groups Based on Overall 
Increases in Fund Quotas of 25 per cent, 35 per cent, and 50 per cent 

(In millions of SDRs) 

Potential Quota Increases 
Present 25 per cent 35 per cent -... 2.Q...~r 
Quota A];] BY Al/ B2/ A}/ 

(1) (2) (3) ( t,.) (5) (6) 

Industrial countries 18~365 21,394 21,322 23,140 23 :,597 25,776 

% share in total 62.92 58.63 59.80 58.72 59.88 58.87 

Other developed countr:i.es 2,735 3~302 3,250 3~575 3,514 3~966 

% share in total 9.37 9.05 8.91 9.0? 8.91 9.05 

Major oil ex.porters ls454 3,634 3,.634 3~926 39926 4~361 

% share in total 4.98 9.96 9,96 9.96 9.96 9.96 

Other developing countries 6,087 7,609 7;233 87218 7,822 9,132 

% share in total 20.85 20.85 19.82 20.85 19.85 20.85 
---

Totals1/ 29~191 36,489 36,489 39,409 39~409 43,785 

cent 
BB2/ 
(7) 

26,260 

59.97 

3~911 

8.93 

4,361 

9.96 

8~703 

19.88 

43s785 

1/ Potential quotas under A calculated by doubling the shares of major oil exporters as a group and 
maintaining the shares of other developing countries as a group; the percentage iucrease in the quotas 
of the group of other developed countries was set at an intermediate position between the increases of 
the industrial and of the other developing countries. 

Y Potential quotas under B calculated by doubling the shares of major oil exporters and the balance 
distributed to countries in proportion to their present quotas. 

1/ Totals include China whose quota is assumed to remain unchanged at its present level of SDR 550 
million throughout the calculations:; quotas of individual groups and their shares in the totals will 
not, therefore~ add up to the totals, 

l,.n 
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INTERNATIONAL NONETARY·FUND 

,Sixth General Review of Quotas 

Feport of the Executive Directors to the'Inte:r.im Committee 
o:G_the Board of Governors on the Internationai Monetary System· 

December 21, 1974 

L Introduction 

The Fund is required to conduct a general review of the quotas of all 
members at intervals of five years, but·it may conduct a general review.at 
other times. The current general review is the sixth. The main points 
which arise are the following~ 

1. the size of the overall increase of Fund quotas; 
2. the distribution of quota increases among members; a11d 
3. the mode of payment for the increased subscriptions. 

II. Size of the Overall Quota Increase 

All Executive Directors .. agree that an increase in quotas from SDR 29. 2 
billion is war.ranted at this time. Since the last quota review the world 
economy has grown strongly. In the present and proipective situat;ion of 
rnassive payments disequilibria the demand on the· Fund• s resources might be 
expected to rise by relatively large amounts. A substantial increase in 
quotas would permit selective increases which would reflect changes in 
members' relative positions in the world economy since the last adjustment 
of quotasj and would increase the amount of currencies for·use by the Fund 
in its transactions and operations. 

The Executive Directors have not agreed· on the size of the· overall 
increase •. Two.Directors with important voting power consider that the 
increase should be 25 per cent or ·less. A number of Directors supported 
an increase of 35 per cent. Many Directors supported ·a·so per cent in= 
crease, but most of them indicated a willingness to compromise on an 
increase of not less .than 35 per cent, 

It was noted in the discussions that a quota increase of less than 
35 per cent would not only be proportionately smaller than the overall 
increases resulting from the last two quota reviews but 1:muld fall 
short of the growth in world trade in any recent f ive-·yeai period. 
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Ill. Distribution of Quota Increase~ 

The size of quota increases for individual members depends not only 
on the size but also fhe distribution of the overall increase. On distri~
bution, the Executive Directors are not. agreed on the extent to which all 
members 9 quotas should be increased by a proportionate general increase to 
reflect the growth in world trade and payments; and the extent to which 
there should be selectiv~·quota increases to take account of changes in 
relative positions of members .in the v.mrld economy. 

There is, however~ general agreement among the Executive Directors 
on the desirability of increasing greatly the quotas of the major oil 
exporting countries. Many Directors supported this view on the expecta
tion that ,the currencies of all these members would be effectively usable 
·in Fund. transactions under the Fund 1 s regular policies and procedures on the 
use of currencies. Technical questions relating to this issue will be 
further explored by the Executive Directors, some of whom believe that 
these questions should be considered in relation to all.quota increases 
and that they should be resolved before quota increases are agreed. 

' ' 

Most Directors support a. doubling of '.the share of these members? 
taken as a group~ in Fund quotas:, .one Director thought that the present 
quotas of these members as a group ·.could be doubled in absolute amount. 
Some other Executive Directors are also concerned that doubling the share 
of this group in Fund quotas could be an unduly large increase because of 
the unc.ertainty about the adjustments in members v positions now ·undert'i'ay. 
A.few Directors.felt, however, that the share of these countries as a group 
should be more than.doubled. 

Differing views are held on how far a substantial increase in the 
share in the Fund of the group of major oil exporting countries should 
be reflected in changes in the positions of other groups of countries in 
thE:! Fund~ 

Some Directors ~rgued that the increase in the share of the 
Fund quotas of the major oil-exporting countries should be com
pensated by proportionate reductions in the shares of all other 
groups .of members. 

A large number of Executive Directors believed that the share 
in the Fund of the developing countries (other than the major oil 
exporters) should not fall. One Executive Director holds the view 
that the share of the developing countries should be increased. 

Several Executive Directors hold the view that the position of 
the intermediate group of the ··other developed'' countr.ies should be 
protected. 

., 

() 
I ' u 
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The attached table is intended to illustrate the broad implications 
for the distr:i.butio·n of quo·tas am:.mg groups of countries under tl;iree of 
the foregoing alternatives~ the calculations are based on.overali increases 
of quotas of 25 per cent? 35 per cent~ artd 50 pe~ cent. 

One Executive Director argued that it is und~sirable to determine 
quota increases on the basis·of the shares of particular groups of 
countries, 

A· few Directors consider that special· quota increases.!./ should be 
allocated to only a small number of members whose .. quotas are most out-of
line because their economies have grm-m rapidly since the last quota 
increase. These Directors were also concerned that the share of fast·· 
growing countries in quotas and voting power should not decline. Some 
EJtecutive Directors argued that special quota increases should also be 
granted so as to maintain the present positions of those countries which 
had previously agreed to a smaller increase in their quotas than would 
have been justified under generally applicable criteriao A few Directors 
asked that certain claims for quota increases not agreed to in the past 
should also be taken into considerationo 

Hany Executive Directors believe that special quota increases should 
be more widely spread among memberso 

A large number of Directors felt that consideration should be given 
to leaving available$ after application of statistical criteria~ a margin 
of the overall quota increase to permit further increases of a few quotas 
that might still be regarded as somewhat low. 

IV. Payment of Increased Subscription 

The Executive Directors have also considered the main issues connected 
with the payment of the gold portion of increases in quotas both under the 
present Articles and under amended Articles. 

The possibility was discussed of adopting appropriate arrangements 
to mitigate the effects of the gold payment which is required under the 
present Articles, for a portion equal to 25 per cent of any quota increase. 
Many Directors believe, however, that such severe problems of principle 
and technique would be involved in mitigating such payments as to make it 
an unpromising approach. 

Most Executive Directors strongly support the principle of an amendment 
of the Articles which would give members the option to use other media in 
the payment of the gold portion 9£ increased subscriptions. Many Directors 
believe that members should be permitted to use SDRs in place of gold. A 
few Directors suggest that members should? in addition to SDRs, have the 
option to pay in gold but at a price related to the market. Some Directors 
feel that in addition to the first or second of these choices a member 
should have the option to pay the gold portion in currencies agreed with 
the Fund, including perhaps their own currency. However, some others hold 
the view that payments with currency should be permitted only in certain 
circumstances, 

!/ Other than those for the major oil exporters as a group. 



In view of the comparatively small holdings of SDRs of many members~ 
an<l the fact that not all members are participants in the Special Drawing 
Account~ a number of Directors suggest that, for the Sixth General Revim·r, 
provision. should be made for members to pay ei.ther in SDRs or in their mm 
currencies. However? some Directors proposed that provision should be made 
to enable the Fund to permit the payment of any increased subscription either 
entirely in members~ own currencies or in a proportion higher than the present 
75 per cent. Some other Directors feel that such an approach would be the 
least desirable alternative. 

-- ------------ ---------
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Illustrative D:i.c.1tribution of Quotas Among Different Groups Based on Overall 
Increases in Fund Quotas of 25 per cent~ 35 per cent, and 50 per cent 

(In millions of SDR~) 

Potential Ouota Inc1::eases 
Present _ is_i£er cent~- ... , .. _ 35 Pl:!?3~nt·-----50 per ·c-en-_.t-

Quota A!/ B]:./ l>J:/ B2/ --·Al./ 

Industrial countries 

% share in total 

Other developed countr:i.es 

% sha1"e in total 

Major oil exporters 

% share in total 

Other developing countries 

% shaPe in total 

Totals1/ 

(1) (2) {3) (l:.) (5) (6) 
BB~/ 
(7) 

·--------· ------· 
18,365 

62,92 

2,735 

9.37 

l,l.54 

4.98 

21,3% 

58.63 

9.05 

3,634 

9,96 

7,609 

20,85 

21s822 

59.80 

30250 

8.91 

9.96 

7,233 

19.82 

36,489 
----

23,140 

58.'12 

3,575 

9.07 

3,926 

9.96 

8,218 

20.85 

23,597 

59.88 

3,514 

8.91 

7,822 

19.85 

39,409 

25~776 

58.8'1 

3,966 

9.05 

4,361 

9.96 

9,132 

20. 8,5 

43,785 

26,260 

59.9'1 

3;,911 

8.93 

8,703 

19.88 

43?785 

1/ Potential quotas under A calculated by doubling the shares of major oil exporters as a group and 
maintaining the shares of other developing countries.as a group; the percentage increase in the quotas 
of the group of other developed countries was set at an intermediate position between the increases of 
the industrial and of the other developing countries. 

Y Potential quotas under B calculated by doubling the. shares of major oil exporters and the balance 
distributed to countries in proportion to their present quotas. 

]_/ Totals include China whose quota is assumed to remain unchanged at its present level of SDR 550 
million throughout the calculations; quotas of individual groups and their shares in the totals will 
not~ therefore~ add up to the totals. 

1..r. 
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December 13, 1974 

MEMORANDUM FOR FILES 

At his request, I spent about 1~ hours with Mr. Cross 
(and Mr~ Harley) yesterday discussing issues and techniques for the 
payment of the gold portion of the quota increases. Mr. Cross men
tioned more than once that he felt very strongly that members, par
ticularly the oil exporters, should not receive quota increases · 
unless .they agreed to the use of their currencies and that if they 
did not agree, neither then should the Fund borrow from them. I 
mentioned that the list of usable currencies had, of course, been 
extended, that there had been discussions with oil exporting countries 
and other countries with strong external positions and that this matter 
was again currently receiving attention from Management and staff. 

Mr . Cross seemed to favor . payment of the full increase by 
members in their own currencies but subject to their agreeing to the 
sale by the Fund of 25 .per. cent of the increase. I indicated that 
this could give rise to a number of problems, none of which wer·e 
insuperable but which, nevertheless, could entail certain difficulties. 
Even if the currencies were used on a priority basis in drawings, it 
might take a considerable time to reduce all holdings by 25 per cent 
of the increase in quota and there were, of course, a number of 
countries whose balance of payments and reserve positions were weak 
and some form of mitigation would, presumably, be desirable. In 
addition, there was the question of establishing conversion procedures 
and of ensuring satisfactory arrangements with many members who have 
had no experience with such transactions. · 

Mr. Cross said that he felt these problems could be worked 
out and that this proposal really meant no difference as regards the 
impact on the members' reserves. He did not seem attracted to the · 
idea of a limited Subscription Account and was preoccupied with the 
implications of various techniques for the United States. The meeting 
concluded without my obtaining a definite idea as to what line Mr. Cross 
is likely to take in future quota discussions other than to be insistent 
about the use of other members' currencies. 

cc: The Managing Director (on return) 
The .Acting Managing Director 
Mr. Gold 
Mr. Polak ,,,..-
Mr. Sturc 

R. J. Familton 
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DRAFT 

Sixth General Review of Quotas:· Report of .the Executive Director!? 
to the lJ.!terimCommittee of the Boa:rd of Governors on the 

Jnternational'Monetary System 

I. . Introduction· 

The Fundis,reql,lired t.9 c9nduct a general review of the quotas of all 

members at intervals of five years. b.ut it may conduct a general review at 

other times .. The current general review is the sixth. The Committee may 
. . . . ·. ' 

wish to address, itself to th~ ,following: 

1. the size of the overall increase of Fund quotas; 

2. the distribution of quota increases among members; and 
. . 

3. the m.ode of payment for the increased subscriptions. 

II. of the Overall Increase 

All Executive Directors agree·that a substantial increase in quotas ... 

from SDR 29.2 billion is warranted·at this time. Since the last quota 

revi~w the world economy has grown st1·ongly. In the pr.esen.t and 

prospective'situation of massive payments disequilibria the demand on the 

Fund's resou;ces might be expected to rise by relatively large amounts. 

A substantial increase in quotas wouldpermit selective increases which 

would reflect changes in members' relative positions in the world economy 

since the last adjustment of quotas, and would increase the amount of 

currencies for use by the Fund in its.transactions and operations. 
1! ' • :: ' • 

· · ·. The Ex~cuti ve Directors have not agreed on the size of the overall 

increase. The greater number of them believe that an increase of at least 
I ', • ' ' 

35 per cent would be justified, though some would support an overall increase 
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of up to 50 per cent and a few a higher overall increase. A small number 

of Directors, but with important voting power, consider that the increase 

should be about 25 per ·cent or less. 

It was noted in the discussions _that a quota increase of less than 

35 per cent would not only be proportionately smaller than the amounts 

agreed in previous reviews but would fall far short of the growth in world 

trade in any recent five~year period. Moreover, during the last five years 

th . f. t ; / / e prices o 1n ernat1onal;Ly traded goods have risen by over 60per cent 
. / / . 

so that an overal~ucr£; increase subs~tially less than this amount would 

be smalle~ taking into a~ the increase in prices, than was 

agreed in the 1970 review. 

0 

0 

III. Distribution of Quota Increases 0 
The size of quota increases for individual members depends not only 

on the size but also the distribution of the overall increase. On 

distribution, the Executive Directors are not agreed on the extent to which 

all members' quotas should be inc~eased by a proportionate general increase 

to reflect the growth in world trade and payments, and the extent to which 

there should be selective quota increases to take account of changes in 

relative positions of members in the world economy. _Most Directors have 

supported the view that an amount in the neighborhood of two-thirds of the 

overall quota increase should be devoted to an equal proportional general 

increase for all members. 

There is general agreement among Executive Directors on the need to 

increase greatly the quotas of the major oil exporting countries, provided 

that the Fund were able to use their currencies in its transactions. Most~ 
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Directors support a doubling 6£ the· sharE( of these ·members~·'.taken as a group, 
··-·-·-

iri Fund' 'quotas r ;, In s~pport' of thfs ''view is' the doubHng 'of the share of 

this group of couritri~s in world'reserves between end-1972 aiid-mid-1974 

and. in worid ~xporfs' between ''.1972 and 'thf first ·half of 197 4; :and the fact 

that their' present quotas are small in' :relation. to: their' ,balance ··of payments 
'. . '. ' ',' ; ':: ·' .. : . : ,. . .. ,, •':' . ·. ; .. ' - - . . . . -. ' 

surpluses and external reserve positions'~··· Some Executive· Directors are 

concerned that doublihg ·,the share of thfs group· in Fuild quotas · could be an 
: . 'l· ·: . ' ~ ' !'. ~ • .. : ' • ' • , •, : • ,· • t •• # • • ' • • • ' 

unduly large increa·se because· 'of 'the urt'certairity about ·the adjustments 

in members' positions now underway; one Director felt that·the'share of 

thes~ c~~ntries as 'a gtotiP sh6\ild 'be more tha:r( doubletL ·' 
·. ' ' . : ·, ,' _.; .; .. .' . . ' . ,·,.' . : ' .. ,' ' ~ . 

Differing views 'are' held on now far a substantial ·ifrcrease in the·' 

;_;~har~ i~ th~ 'i:unc1 cif' th~· itoup of·~afor ·oii iexporting countr:i:es should· be 
»: : (\ :: . . ;,: •. l > . : ; ' ..... ' ··:·· ' : .. ' • , .. ' • ' ' ' ' ... ' ·~ ; • 

reflected in changes in ·the positions,' of. other ·groups of:·countries in 'the 

Fund: .,'.•,l "',t, ;' 

~ ·: 'l, : ,; • '. ._ ... ••• ' : • ( "' ~ ;, • :· • ' ... _; ; • • • ~! \. : • ; • • • ' ••• , • -: • • • • .• • . . ' . • • • 

quotas of the major' oil' exporting'· countries should be-' compensated' 

by proportio~:ate reductions in the'' shares of' all· 'other: groups of ' . 

members. . ; i 

A somewhftt'' 1'&i'ge1.:- ri~ber of' Executive Directors;;.b-elieved 

that the· share iri the.· Furil .bi th·e; deve1opini coutitries • · c other 

than the maj\fr oil ~xp~rt~rsY' should 'not fall . ' ' This' view' Hf ' 

• ','.-taken b~~ause many :coun·ttie's" :iil: this: group h~ve 'bri'iy; restric'ted· ·' ' 

access to cither sour~~s of' b'alande -~f payments financing~ have: 

comp~rativeir: l~w reser;es and th'at a reduciidn 'in' their ·sbare in'· 
.: . ., · , .· '.' .. ··: . ) '. , · .: : ·.,:I•. · . , . . _ , . ·:-,, , -. . . . . . , "" . 

Fund quotas would also reduce their share in 'future ,·allocations: ,-; 

of SDRs and their share in voting power in the Fund. 

,, 
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Several Executive Directors hold.the view that the. 

position of the group of the "other developed" countrtes should b_~ 

protected, especially as some.countries in this group have·eeonomic 

characteristics more nearly akin to the developing counti:ies,than '. '. 

to the_i:pdustrial countri~s. 

The Executive Directors also recognize that IDP!lY of the 

industrial countr;ies had grow!1 very rapidly since the. last quota 

review and that these countries provide the bulk of the Fund's 

liquidi:ty. 

A few Executive Directors have argued that it is undesirable to 

d~termine quo_ta. ;increases on the basis. of the .. _,shares of particular groups 

of _countries. A few Directors also believe that special quota increases 
' • ' ' • C I 

should be allocated to only a small numb~r of members whose quotas are most ~ . ' ' .. ' . . . ' : . . 

out-of-line because their economies had grown very fast since the last 

quo1:a incre.~se. The~e,,Directors were also concerned that the share of fast 

growing countries in quo~~s.and voting power should not decline. One 
. . • ,.. - . • . . t . : . . • .· " . . ~ 

Executi~e.Pirector argued that special quota increases should also be granted 
" :, "f. 

to those countries which had previously foregone quota increases, so as to 

maintain unchc1;nged. their present positions in t_he, Fµnd. 

Many Executive Directors.· believe that. spe?tal quota increases·· should 

be more widely spread among members and that the share of the developing 

countries. in the Fund should be maintained. It was acknowledged that 

this last approach could result in a considerable reduction of the shares 

in the Fund of the industrial coun_tries, as a group and individually, and 

also of ,the shares of a few other. members that had grown relatively fast. 

0 
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. Some Directors felt that consideratfort should be given to leaving 

availabie, after application of statistical\::riteria; a margin of the 

overaTi quota increase''Which would be ·us'~(i'' to permit further· increases 

of a few quotas·thaf'might still be regarded as somewhat low. 

The attachecf- tab1e sununarizes. the iillplications for. the distribution 

of quotas -by:groiip"s of countries of a number of calculatio'ns'niost ·rei!ently 

presented to the Executive Director's by the· staff;· the calcul~tions are based 

on· an overall increase of quotas of 35 per cent.: · 

IV. Payment of Increased Subscriptions 

The Executive Directors have also considered the main issues connected 

with the payment of the gold portion of increases in quotas both under the 

(~ present Articles and under amended Articles. 

A few Executive Directors feel that the 25 per cent portion of any 

quota increase payable in gold, as required under the present Articles, 

could continue to be paid; with appropriate arrangements being made to 

mitigate the effects of such payments. Many Directors believe, however, 

that severe problems of principle and technique would be involved in 

mitigating such payments to the, Fund which make it an unpromising avenue 

of approach. 

Most Executive Directors strongly support the principle of an 

amendment of the Articles which would permit the use of other media in the 

payment of the "gold portion" of increased subscriptions. Some believe 

that members should be permitted to use SDRs in place of gold, and, perhaps 

in special circumstances, permitted to pay the "gold portion" in other 

members currency agreed with the Fund or in their own currency. 
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In view of the comparatively small holdings of SDRs of many members, 

and the fact that not all members are participants in the Special Drawing 

Account, anumber of Directors suggest that, for the Sixth General Review, 

members might have an option to pay in SDRs or in their own currency. 

However, some Directors also proposed that the payment of an increased 

subscription could be made either entirely in members 1 .own currenci_es · or 

in a proportion somewhat.higher than the present 75 per cent. In the event 

members' own currencies were widely used in excess of 7.5 per cent of the 

quota increases, a number of issues, relating to Fund liquidity and 

operations, would arise for solution by the Executive Directors. 

0 
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- 7 - Attachment 

Illustrative Distribution of Quotas Among Different Groups 
Based on 35 per cent Overall Increase in Fund Quotas 

(In millions of SDRs) 

Present Potential Quotas 
Quotas Ai/ s2/ 

Group (1) (2) (3) 

Industrial countries 18,365 23,140 23,598 
Percentage share in total (62.92) (58.72) (59.88) 

Other developed countries 2,735 3,575 3,513 
Percentage share in total (9. 37) (9.07) (8.91) 

Major oil exporters 1,454 3,926 3,926 
Percentage share in total (4.98) (9.96) (9. 96) 

Other developing countries 6,087 8,218 7,823 
Percentage share in total (20.85) (20. 85) (19. 85) 

Total (including China) 29,191 39,410 39,410 

~/ Potential quotas under A calculated by doubling the shares of 
maJor oil exporters as a group and maintaining the shares of other 
developing countries as a group; the percentage increase in the quotas 
of the group of other developed countries was set at an intermediate 
position between the increases of the industrial and of the other 
developing countries. 

2/ Potential quotas under B calculated by doubling the shares of 
ma'for oil exporters and the balance distributed to countries in pro
portion to their present quotas. 
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December 6, 1974 

MEMORANDUM 

To: 

from: 

Subject: 

In a conversation yesterday with Mr. Cross, he indicated 
the following U.S. views and constraints as to quotas: 

1. The U.S. view is that they are not prepared to see 
practically any reduction in their present share 
of voting power (20.8 per cent)., which they feel 
can be viewed as giving them only· small protection 
from erosion to below 20. per. cent .. due to increased 
membership. At the same time, Mr. Cross acknowledged 
my point that the only genuinely important 80 per 
cent majority is in relation to amendment and that 
if the United States could not receive support from 
some others, the position would be weak. But he 
also stated a recurring theme of U.S. Treasury 
doctrine, namely, that a situation in which U~So 
voting power would sink,below 20 per cent might 
well provoke a situation that would involve less 
U.S. co~itment to the Fund, a situation, he said., 
that both the United States and the Fund ought to 
be concerned about. We also mentioned that one 
possibility would be to include in the amendment 
to the Articles a provision raising the requirement 
for approval of amendments to 85 per cent of voting 
power. This would of course be a two-edged sword, 
giving others a veto on amendment as well as protect~ 
ing the United States. Moreover, said Mr. Cross, he 
would prefer to save such an amendment for a situation 
in which major changes in membership (admission of the 
Soviet Union, or Mainland China, or both) were in 
question. 

2. The Treasury has been thinking of a maximum increase 
in the U.S. quota of SDR 2 billion, having in mind 
the Congressional appropriation process requiredc 



3. 
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In this connection, he mentioned that there is a 
connection in the Treasury view between the amount 
of quota increase the Qnited States will support 
and the prospective use of the resources in question: 
there would be a greater disposition to go along with 
a higher quota increase if the resources were to he 
directly used to supply drawings than if the resources 
were to form the basis for guaranties for borrowing by 
the Fund from oil exporters. 

Mr. Bennett's statetnent in Paris probably was under
stood to mean U.S. support for a tripling of the share 
of oil exporters in quotas, and was no doubt meant 
that way. Cross, however, felt that is excessive, 
and hoped to pull the U.Sc position back to support 
not more than a tripling of the absolute amount of 
oil exporters' quotas. 

4. Cross felt. that .there was_.no .. good _basis.for countenancing 
the maintenance of non-oil LDC shares in quotas, and 
was strongly determined that they should share in the 
reduction of shares for others occasioned by the in
crease in the share of the oil exporters. 

I observed that the constraints the United States had ap
parently built into its position provided for extremely narrow 
maneuvering room, if any, in the quota exercise. I thought there 
would be understanding of the U.S. view under 1. above, but the 
whole of the U.S. po_sition did no,t make me sanguine about the 
prospects. 

cc: Managing Director 
Mro Gold 
Mr. Polak 
Mr. Habermeier 
Mr. Del Canto 
Mr. Beza 
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C Office Memorandum 
.. ~U'l~ 

FROM 

Mr. Polak (l~ 
R.R. Rhomberg and E. SussJ,,) 

DAT£: December 3, 1974 TO 

SUBJECT 1 lations 

Further to our memorandum of today, the attached table shows 
special quota increases calculated on fo't bases: 

(i) special increases shown in Table 1 of EB/CQuota 74/6, 
i.e., increases calculated by the incremental approach using the Treasurer's 
Department's formula and data; 

(ii) special increases calculated from the same formula and data, 
but by the absolute rather than the incremental method; 

(iii) special increases calculated by the absolute method from the 
simplified formula (based on imports and variability of exports) using the 
same data employed in the calculation under (i) and (ii) above; 

(iv) special increases calculated by the absolute method from the 
simplified formula described under (iii) but using 1973 data for imports. 

A comparison of these four columns permits the assessment of the 
following effects: The difference between columns (1) and (2) shows the effect 
of using the incremental method. A comparison of columns (2) and (3) shows 
the effect of using the simplified formula rather than the formula employed by 
the Treasurer's Department. A comparison of columns (3) and (4) shows the 
effect of using 1973 data on imports rather than average import data for 
1970-72. 
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Mr. Habenneier: 

Office Memorandum Relevant to -possible 
suggestions for tomorrow's 
Board Meeting. 

JJP 

TO • Mr. Polak ~ 

FROM I R. R. Rhomberi~~ E. Susi 

DAT&, December 2, 1974 

su~alculations-1973 data 

At your suggestion to explore quota calculations with 1973 data, to the 
extent that these are available, Miss Suss and I have prepared the figures 
inserted in the attached Table 1 of EB/CQuota/74/6. 

Quotas were calculated from the formula using imports and the variability 
of exports to explain the 1971 quotas of developing countries in SM/73/275. The 
formula is 

Q = .2103 M + .6312 V 
C X 

where Q equals calculated quota, M equals merchandise imports, and V equals 
the variability of merchandise exports, Imports are quantitatively mijch more 
important in this formulation than the variability of exports. In some instances, 
import data for 1973 had to be estimated on the basis of data for two or three 
quarters of 1973 or by applying to the 1972 figures the average growth ratd'for 
imports of the group of developing countries. The variability of exports is 
calculated from data for 1955-1971; the addition of another year would not substan
tially alter these figures, and their weight in determining calculated quotas is 
in any case quite small, 

Calculations were made (a) for the group of developing countries other than 
major oil exporters and (b) for the group of other developed countries (for which 
quotas were calculated on the basis of the formula for the developing countries 
shown above). In each group, calculated quotas were normalized to the quota total 
for the group shown in columns 5 and 6 of Table 1, and special quota increases 
were then calculated by allocating the amount available for such increases for 
the group in question in proportion to the excess of calculated quota over 120 
per cent of present quota. (This means that the incremental method was not used 
for the group of developing countries in these calculations.) 

For the other developed countries, the figures produced differ for those 
shown in column 4 of Table l in two ways: (i) more recent data are used ~nd 
(ii) the formula for calculating quotas differs for the formula used by the 
Treasurer's Department. For the group of developing countries, the figures 
differ for the same two reasons, and in addition because (iii) the absolute, 
rather than the incremental, method of calculation was used, 

In a number of instances the difference between calculated quotas under 
the method described in this note and the original figures in column 4 of Table 1 
is quite large. We are looking at the sources of these discrepancies in order to 
determine the extent to which they result from one or other of the reasons given 
under (i)-(iii) above. 

~/ 1972-73. 
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Table l. Quota Calculations Based on Table B of EB/CQuota/74/5 
(35 Per Cent Overall Increase with 20 Per Cent 

General Increase) 

(In millions of SDRs) 

· Totals Present 
Quota 

(l) 

20 per cent 
General 

Increaso 
(2) 

Special Increases 
Variant 1Y Varian"t°'2Y (1)+(2)+(3) (])+(2)+(4) 

A. Industrial Countries 

United States 
United Kingdom 
Germany 
France 

· Japan 

Canada 
Italy 
Netherlands 
Belgiwn and Luxembourg 
Sweden 

Austria 
Denmark 
Norway 

6,700 
2,800 
1,600 
1,500 
1,200 

1,100 
1,000 

700 
670 
325 

270 
260 
240 

Total 18,365 

Percentage eha:re in total. (62. 92) 

B. Other Developed Countries 

Australia 
Spain 
South Africa 
Yugoslavia 
New Zealand 

Finland 
Romania 
Turkey 
Greece 
Ireland 

Portugal 
Iceland 
Malta 

Total 

C. Major Oil Exporters 

Venezuela 
Indonesia 
Iran 
Nigeria 
Saudi Arabia 

Algeria 
Iraq 
Kuwait 
Ecuador 
Libyan Arab Republic 

Qatar 
United Arab Emirates 
Oman 

Total 

Pera1111tage ehare in total. 

For footnotes see page S 

665 
395 
320 
207 
202 

190 
190 
151 
138 
121 

117 
23 
16 

(9.3?) 

330 
260 
192 
135 
134 

130 
109 
65 
33 
24 

20 
15 __ 7 

1,454 

( 4.98) 

1,340.0 
560.0 
320.0 
300.0 
240.0· 

220.0 
200.0 
140.0 
134.0 
65,0 

54.0 
52.0 
48.0 

133.0 
79.0 
64.0 
41.4 
40.4 

38.0 
38.0 
30.2 
27.6 
24.2 

23.4 
4.6 
3,2 

66.0 
52.0 
38.4 
27.0 
26.8 

26.0 
21.8 
13,0 
6.6 
4.8 

4.0 
3.0 
1.4 

(3) (4) 

326.0 
31.5 

186.0 
97.0 

143;0 

69.0 
64.5 
56.5 
54.5 
34.0 

13.0 
15.5 
11,0 

I 

35.2 
70,2 
41.9 
26.8 
2.1 

29.7 
14, 7 
15,4 
15.9 
13,3 

23.8' 
2.4 
1,3 

297.5 
89.0 

351.0 
138.5 
457.S 

120.s 
185.5 
254.5 
28.5 

193.5 

25,0 
27.5 
12,0 

171,0 

285.0 
92.0 

221.0 

64.0 
62.0 
68.0 
66.0 
49.0 

7.0 
13.0 
s.u 

125.41 .q~ ,4 
38.6 
23,8 ·,:p.,h 

43.1 

7.5 
3.8 

49,7 
0.1 

297.5 
89.0 

351.0 
138.5 
457.5 

120,5 
185.5 
254.S 
28.S 

103.5 

25.0 
27,5 
12,0 

4~,I 
;; -,, ). 

.34 .:i
;;., q 
..32' :i" 
0,4 

(5) (6) 

8,366.0 
3,391.5 
2,106.0 
1,897.0 
1,583.0 

1,389.0 
1,264.5 

896.5 
858.5 
424.0 · 

337.0 
327.0 
299.0 

23,140.0 

(68. ?2) 

833.Z 
544.2 
425,9 
275.2 
244.3 

257.7 
242.7 
196,6 
181.S 
158,5 

164,2 
30.0 
20.i. 

3,575,0 

(9. 0?) 

693.5 
401.0 
581.5 
300.5 
618.5 

276.5 
316.5 
332.5 
68.0 

222.5 

49.0 
45.S 

-t9.:i 
3,926.0 

(9,96) 

8,211.0 
3,360.0 
2,205.0 
1,892.0 
1,661.0 

1,384.0 
1,262.0 

908,0 
870.0 
439,0 

331.0 
325.0 
293.0 

23,140,U 

(S8, ?2) 

798.0 
599.4 ,j',1,6,4 
422 .•. 6 
272,2 ,2.qt, CJ 
242.4 

271.1 
'228, C 
181.2 
173.1 
149,0 

190.1 
27.7 
19,2 

3,575,0 

(9.0?) 

693.5 
401.0 
581.5 
..;oo.5 
618.5 

276.5 
316.S 
332.5 
68.0 

222.5 

49. 5 
45.S 

3,926.0 

(0,96) 

,.~,,:,, :r-
lb f, I 

172. q 
;i// .o 
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~ Table 1 (continued). Quota Calculations Based on Table B ~f EB/CQuota/74/5 
(35 Per Cent Overall Increase with 20 Per Cent 

General Increase) 

(In millions of S0Rs_J 

e 
.. -----·, _,,,, 

20 per cent 
Present General --~ial Increases Totals 

CJ Quota Increase Variant 11/ Variant 2'g . (1)+(2}+(3) (1)+ (2)+ (4) 

'j (1) (2) (3) {4} (S) (6) 

-----
D, Devo.!E.Elng Countries 

India 940 188.0 20.C a.- 1,148.0 1,128.C 
~4Q. q Brazil 440 88.0 1(,6. 3 225.0 17-; ,q 694. 3 753.0 

Arrentina 440 88.0 47.7 18.2 575. 7 546.2 .:J' ;;./ .CJ 

Mexico 370 74,0 74.7 75,5 '9, :,' 518.7 519.5 4-..,.3.:r 
Pakistan 235 47.0 282.0 282.0 

Egypt 188 37.6 lO,O 235,6 225.6 
Malaysia 186 37.2 22.5 11.9 8'.3,E 245. 7 235.1 '),fb, .r 
Chile 158 31.6 33.6 35.3 223.2 224.S !J'r;,r., 
Colombia 1S7 31.4 17. 7 7.7 206.J 196. l I !'fl,f 
Phi li pp i nes 1SS 31.0 zo.o 12.0 /I,;,.&, 206.0 198.0 :u,:,.-.4' 

Thal land 134 26,8 18.5 12,5 ,34,f? 179,3 173,:; 1<1.1-. (, 
Israel 130 26.0 4S,5 60.l I') 3, o 201.5 216.l ) 14. t:i 
Bam;ladesh 125 25.0 8.9 158,!) 150,() 
Peru 123 24.6 13. ~ 5.7 0,4 161. 3 153. 3 ,4-y.a 
Morocco 113 22.6 17.4 13;6 ... 153.0 149 .2 

Zaire 113 22.6 26.2 29.·l to,3 161.8 164. 7 /41. q 
Sri l.anka 98 19.6 117 ,6 117 ,(, 
Ghana 87 17.4 7.0 ... 111.4 10,1.4 
Korea 80 16.0 53.6 61;6 IU,~ 149,6 177 .6 240. j 
Zambia 76 15.2 43.2 64;2 7, ").,, 134,4 155.4 qf,,t 

Sudan 72 14.4 1.5 79.9 86.4 
Uruguay 69 13.8 2.6 ;.. 85.4 82.8 

('--- Trinidad and Tobago 63 12,6 4.0 '7, 4- 79,6 75.(, fJ,6 
' Viet-Nam 62 12.4 11.8 11,·4 1:r.o 86,2 35.S f'°t, 4 

L, Burma 60 12.0 72.0 72.0 

Jamaica 53 10,6 8,9 1:1 ?•4 72.5 71.3 7 ).-. D 
Ivory Coast 52 10.4 8.9 7.8 II, 0 71.3 70.2 13,<I 
Syrian Arab Republic so 10.0 5.9 3,0 6,0 6S.!I 63.0 0?,0 
Kenya 48 9.6 9.2 9.0 J',O 66.8 66.6 t, :, . (o 
Tunisia 48 9.6 6.3 3.!l t.,,.7 63.9 61.4 b,t.J 

llominican Republic 43 8.6 4.4 1,'.4. .,{. :r- 56.0 53.0 ~le,. I 
Tanzania 42 8.4 5.5 3;5 ·'J_:_C? 55.9 53.9 :,'f'.3 
Uganda 40 8.0 5.5 3.'8· 53.S 51.8 4f,O 
Singapore 37 7.4 48.0 78.5 lc/G, "J.. 92,4 122.7 ;i4D, 6 
Bolivia 37 7.4 3.0 ,,.... 47.4 44.4 

Afghanistan 37 7.4 44.4 44.4 
Panama 36 7.2 13,3 17.!) $" .. g 56.S 61. J 4q,o 
Guatemala 36 7,Z 7.0 6.9 o.·y 19.9 50.l 4f',4-
Cl Salvador 35 7.0 1.8 )._ '.).- 43.8 42.0 44-, )-
Cameroon 3S 7.0 4.4 2,6 / ,_I 46.4 44.b ¢!,,I 

Senegal 34 6.8 2.6 2, I 43.4 40.U 4:>-,q 
Costa Rica 32 6.4 5.5 4.9 ~-4 43.9 43.3 41,f 
Yemen, People's Dem, Republic 29 S.8 8.1 9.!) 6,"µ 42.9 44.7 :9S,C5 
Liberia 29 5,8 1.1 - 35.9 34.8 
Ethiopia 27 5.4 3.3 1.8 35.7 34. 2 .9-, 4 

Nicaragua 27 5.4 2.2 ,_g, I 34 .6 32.4 ~;-=s;J 
Cyprus 26 5,2 5.2 5.2 ,f,3 36.4 36.4 ,31 .. r 
Malagasy Republic 26 5.2 3,0 1.3 34.2 32.5 l? j, .,_. 
Sierra Leone 25 s.o 0.7 30. 7 30.0 

· Khmer Republic 25 5.0 2.2 0 •. 1 )I,. 32.2 30. l .30,0 

llonduras 25 s.o 3.7 2:1 /,~ :n.1 32. 7 ll . (p 
Guinea 24 4.8 0.4 ..., 29 .2 28,1! 
,Jordan 23 4.6 2.6 Ll 4;f 30.2 21l.7 32,4 
Mauritius 22 4.4 26,4 26.4 
~lali 22 4.4 2,6 1;3 - 29.0 27.7 2b,4 

(~, 
Bahamas 20 4.0 • !), 2 13,1 2.+s- 33,2 37.1 ,ff. :f 

( I Guyana 20 4.0 1.1 25.l 24.0 ,_,, 
Haiti 19 3.8 0.7 23.5 22.8 ,-

Paraguay 19 3.8 1.5 24,3 22.8 ')'J_,p Burundi 19 3.8 1.8 0.4 24.6 23.2 

Fo~~'!!,!1_~~ 
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Table l (concluded), Quota Calculations Based on Table ll of c~/CQuota/74/S 
(3S Per Cent Overall Increase with 20 Per Cent 

General Increase) 

(!.1.!...millions of SORs) 

Totals Present 
Quota 

(l) 

20 per cent 
General 

Increa.~e 
Special Increases 

Variant lJ VarianTI"V" 
(3) (4) -

(T)+c2)+C3l c1FTiJ:.-C4J 
(2) (S) (6) 

-------··--·-------
D, Developing Countries 

(concluded) 

Somalia 
Rwanda 
Togo 
Malawi 
Gabon 

Mauritania 
Dahomey 
Congo, People's Republic 
Chad 
Central African Republic 

Upper Volta 
Niger 
Laos 
l'iji 
Barbados 

Nepal-3/ 
llahrain 
Yemen Arab Republic 
Lebanon 
Equatorial Guinea 

Swaziland 
The Gambia 
Lesotho 
Botswana 
Western Samoa 

19 
19 
15 
15 
15 

13. 
13 
13 
13 
13 

13 
13 
13 
13 
13 

14 
JO 
10 
9 
8 

8 
7 
5 
s 
2 

Total ·6,087 

Percentage sha1'6 in totaZ (20,85) 

Grand Total (including 
China 29,l!ll 

3.8 0.4 
3.8 1.1 
3.0 1,8 1.0 
3.0 2.2 1.6 
3.0 6,3 8,7 

2,6 2.5 2.6 
2.6 1,8 1.3 
2.6 1.s 0.7 
2.6 2.2 1.9 
2.6 1.5 0.7 

2.6 LS 0.7 
2.6 l.8 l.3 
2.6 0.3 
2.6 1.8 LS 
2.6 1. s o. 7 

2.8 3.3 4.0 
2.0 3.0 3.7 
2.0 1.5 l.·l 
1. 8 13,8 22.5 
1.6 

1.6 3.3 4,<i 
1.4 0.4 
1.0 0.4 
1.0 2 .6 s .. ll 
0.4 -

- 23,2 22.8 
23.9 22.S 

i/.0 19.8 1:1 .o 
0,3 20.2 1\l,6 I(. 3, 
J,!I 24,:S u,. 7 ;;i.1, f 

18.2 18.2 I$", I:, 
O, ( 17.4 16.9 1.r,-, 
0,b 17 .o 1t,. 3 Ito , :i-, 

17.8 17 .5 I:,, b 
17.l 16,3 1-:r, b 

17 .1 lu.3 I:[". (,, 
17,4 16.9 1'5, b - 15.9 15.6 

.J 'q 17.4 16.~ ,q' :;"' 
;2 I I 17.l 16.3 /7 ·7 

20.l 21.0 u;.~ 
g I I 15.0 15, 7 2.o, I 
I, ~ 13. 5 13. 1 13' f', 

4...1'4 24.6 33.3 ;r~,.v. 
9.6 ~.6 

;l.,D 12.9 14.i /I.{:, .. 8.8 8,4 
I,,._ 6.4 6.0 4' l,, 8•1 8.6 9.b ,7 - 2.4 2.4 

S,218,0 8,2ltl,II 

(20. 8/i) (2u.8.i) 

39,408.0 3:1,408.0 

---·---~-~ .. ·--------
lf Variant 1: The allocation of special increases under Variant l is based on 

(a) l'or the industrial and other developed countrie!I: in proportion to the shares of these countries in their 
respective subtotals of the excess of calculated over present quotas under the absolute approach (Column D of Table 4 
of EB/CQuota/74/2). 

(b) For the major oil exporting countries: in proportion to the shares of these countries in the total of 
their international reserves as of middle of 1974. 

(c) For developing countries: in proportion to the shares of these countries in their subtotal of the excess of 
calculated over present quotas under tho incremental approach (Column 2 of Table 2 of EB/CQuota/74/3). 

!f See text, Section 4, band c. 

Y, Meniuer has not yet paid its last two installments of subscripjon. 
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Fund ~embers:1 
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presented in Tabt'es ·t''through 4; T~bi~ ·s.-:·~hdws':.th~~!pe't2tbntage· ih,ar~:s'·ci:(:.·; 
members 1 

· quotas· which· result'· from t:nE( c'alculaticm:s.'''In constructing '·'the5e 
tables account has been taken of the discussions of the .Committee of .. the 
\Vhole;, ()}1L;'the·; 'SH:~·: 'rff 'all}' 5g~Jieral :f.JiC:teas·e·:··; the: ~t'it'er'i'a'• t'.h!:1.;:) niighii; ~k. . . 

• . ·. . . ,, · ,.. , ~- , · . ·" .- •• · · ... --.'. .,,•i•, :·1', '• · • ' · .. .. - ~ · 
considered'' for selecting 'members' for :specfal qu~ia.: '!ncreas·es. '/Ln,d,_'the m.¢thods 

.· of. al locatiitg sp~ci,a:i quofi: incr'e.i~es .. to.· ?tic~. m~*1!:>.ers. . . . : '.. . . '' ...... 
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< The·· size·•of the·overa:lr'1nc:rcfase:.: ofi'tli~' Fhnd, h'as·: b~en'·put·; ai:·1 S!ij>'.~i: ::' 
cent in ;Tables r·and' 2; ··and· stf p~r' c'ent''in.:-"Tatiiei' 3' illld'·' 4.-'' ,' Ah 'ov~rKlt · .· :; 
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.i,:,,soR ·29i·l9 billion wouid result in a?~ti.n.4 ... ,of··1si>R 39'.41: hillioil~ hli(~luit'.\:ff 
50 per cent would•result itha Fun.cf 6£' SD8. 43·~1tf·billiori. Such~·6vira]l. ' 
pe:l"centage'-·iii~reases''faU witn~ri t~~ ·i;ahge· iµer\titjn~4 'bf'. a' ~~iic:H·:}t·::.·: .~'~·, 
Directers''at ··the 'last meeting· of the Committ~e 'of. ine'' Whole.:· The· ove;ifU 
increase in tne.:_1 size of · the :Fund result tng from each )>f ~he la~~ . ~w9 : tt49~~ 
reviews,.,1wasifalfout '35')ler;:cerit;' 'the·ro.verall' incribi,se result:ifig~frbm ,the\:~ :•J · 

1959 !'.qu~~~ 1.'.~~i~,~ -;~~t ,iiiJ~~\.~?::'per, t ~f ~t, 1 ~ · • " /ic, .. ' ·:"\\~ c//;': !~ :.,~, ; ;i\ ·: .,: ·.· · · r. 
2.~ . ·Gerie:ra1·:quota' iiicrea$es ~ · .. : ·: /'.3 ,''. ,:'.:,·,· .,-;::.·.~ .,,,.~x:',:·.st..· _·_t.~· 

-, ·.;:.:·1ff ~·· .. ,."'. '~-· i.·.·:···1···.,·-~:i, ·( . :-· .. : .. =_-~~- ·.t_,::~ .1;L:i" 
. . . ;"• ~ ... ~ .. :,·~· •'\,~ ·,-... , .... ,.,.., .. ,.', ,, ·•.-.-;: _.~,,-. ,., ... ·. r"'rrr·· 

·~Insofaf:as"geri~ral quota: increases ·are c~ncemed~':'Tables 'I::f*-d ·t:~r~( 
based on a general increase of 20 per cent which has been allocated to .: ,. 
all members (except China). This general incr,ea~e is equivalent .:t;o a,lmost 

''·oo·p-er·cent of.the overaH·,:qtiota:'.·increase of'"35· per';cent. ·1In:?i'a~les 3 a:r1d 
:;4 the• general increase has been ·s~t :iif:·$5:pef.;cent for alfniemtie~s (excep,t 
C~ina)'·. ·This ;geiierai increase 15· \iqi.iiv~ient''io )0 per'::cerit: ·o:(tlie ·(?ve:r~U. 
qtl9ta·~i:ncrease''of 50 per cent. The' ·smalller·'prop6rt.ioiiate sn'a:re~ti:i '.the.c.c~se 
of,,:£ i35' per' cenf· ·-Overall increase fs'"refafed. to :'fhe fact'''thaf ::t1ie doublittg 
of the. quotas ·of 'the oil'·expottirlg, coun'trf'es tak'es a ·faige:t''rel~t:i.ve· ·share 
(jf'..the·'·smalle·:r OVerafl l'.llCJ:'ease>' · _; '.:.. 0 

'. ! ii .. ''. ~; '· :)') .. , :: . : ri;-, '.. ... ':)' "· .. ', ( 
, .h. \: (~ -~ ~: ··: j J: . 
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n 
A proportionately large general increase has the effect of broadly lJ 

maintaining the relative. positions. of members in t~e Fund. As a 
proportion to ,pas:t (?Vera!J·. quq:ta i!lcrease,s ~ . thf g~ne,ral increase accounted 
for 78 per cent of the 'increase in 1959/60':, for 73· per cent in 1965/66 
and for 65 per ~ent in. conne~tion wi,th the Fift~ Gene:ral. Review on 1969/70. 

. . •. . . '. ! ·' ·- ' •'' 1 ·'. ,, • 

3. Special quota increases by groups .of members ... 

Calculations of special .quota increase~ have been made taking into 
account the positions of cer'tain: ·groups of ·members in an enlarged Fund-
in particular the considerations underlying Table B of EB/CQuota/74/5, 
which many Executive Directors found a reasonable compromise if other 
approaches, s_uch. as. had .. _also_ been incluc;led in that paper, would not ;find 
ge.i:i~rai ~ccept11nce·:· Calculations made on the basis, of Table B of -
EB/CQuotfl.'/74/5. are to be. found' :in Tables 1 and 3 below. For comparative
purposi:~·'..'ca)culations .have also been made on the basis of Table C of 
EB/CQuota:!74(5, and. these are to be. found in Tables 2 and 4 below.· . 

. T~bl{ 13' of EB/CQuota/74/5 war construc:ted on· the basis of doubling 
the. share in the Fund of the g:roup·· of "major oil exporting" countries and. 

· maintaining the share of. the grc;>t,1.p of, "o.ther developing". countries. The 
aggregate calculated quotas of all devefoped countries taken together would 
have increased by about 26.6 per cent and 41 per cent for overall in~reases ~ 

in the size of Fund of 35 and 50 per cent. However, many·of the·coufitries 1
u-; 

cl,assified. in :the ... ','other de~eloped11 .,gr~:l1,1p.,l}ave. e.conomic cha!acteris:tics 
more; nearly ~kin :to; develop":j.ng th!ln. t,o ... ,i#dus:triat countries. ~oi:: this ',,' 
reason' it~.would, seem approp:riat~:to'mo~erate sc;)l~e\'?hat the. de~lin~ in,t;heir 
shai;-e in a,n enlarged Fund, eithei; ta~ing the group a,s a .. whole -or for ·i.ndi_vid-
ual (:ountdes ~ithin. the group.·: The latt~r app:roach ·.would, involve., - . . _ 
reclass:i.thng countries and, t:reatl.p.g .. some' count:rie~ _in this g!'.OUp. as, . 
"in~ustri~l" and; sonie ~~· ','developin,gi'. t:o~nt~i~~ ; ... No, reclassification of _ 
countries has be.en made .in this paper, ..... Furthermore, .the share in the 
ovebi1( 1,11:crease .for the ,,group of '11othe,r deveiope,d! 1

: coµntries. has been, set 
midway between the share "in the O'!'e:rall iDCI'.Ela~eA~<>r. :th~ group of !_'other ',_ 
developing11 countries and the share in the overall increase for the group 
of "industrial 11 countries--i.e., for an overall .incre.ase i~ .the Fund of 35 
per cent, the increase for the group of "other cieveloped11 ·1s· 30.5 per cent, 
an,d;_for 8:~ ov~raU, incr~~s~d>~ ~~ .pe,r cent, thEl b1c);'.ease for .the group is 
45 per cent. , , . . . _· .. ·. ., ... : : . · 

'· ·,. . ' ' .. -- ' . , 

-. :,·, , Doutjgrig' the share of the)µajor oi-1 .~xpor.ting. ,countries was put forward 
iri. an eaf ~i~r: paRer as a rougq: 1;1.pproxima.t:.ion of th~ measure of .the in(?rease 
ir( th~~r·r:~l~tive·positions .in .~orld .t:rad~~ payment,s and :reserves .. On the 
basis ,qf ,,resirves data, "t:\}is gro,up .of countries, has increased .its shar,e in 

· the ;world. total from .6.2 per :cent at .end-1~70 to 8.1 per .cent, at end.,.1~72 
tc(16:6 pe.r,cefrt; in'riiid-1974; t,he.s-h.ire of this group in world expo:rts: · . 
increased from 5. 7 'per cent "':fo i 97°0 to 6. 5 per cen,t in 1972 t,o 13 per cent 
in the first six months of 1974. n u 
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Sufficient data to measure fully members' relative positions at the 
present time are not available, nor would. they be indicative of the .. size 
o'f the needed adjustments which are still underway. It is pres1.1med, 
however, tha.t the recent changes in the positions of the major oil 
exporting countries.vis-a-vis the rest of the-world would not be quickly 
reversed. There is, of course, some risks of overadjustment partly because 
of the uncertainty about relative positions, but also be~ause a quota cannot 
be decreased without the consent of the member concerned. The-next general 
quota review would provide an opportunity to assess relative positions 
more accurately than can be made at present. In any event it is apparartt 
that a large increase in these members' quotas would usefully augment the 
Fund rs liquidity provided, of .course, that tne currencies of these members 
were fully usable in the normal course of .the -Fund I s business. · 

The calculations based on Table C of EB/CQuota/74/5 provide for a 
doubling of the share of the major oil exporting countries in Fund quotas, 
and .a proportionate cornpen_sating reduction in the shares of all other g,roups. 

4. Distribution of special increases with each group 

While maintaining the constraints on the shares of individual groups 
of countries in the Fund noted, above, the fol19wing methods have been 
adopted in allocating special increases among countries within each group: 

(a) 11Major Oil Exporting" cpuntries.: For this group of countries, 
special quota incr,eases. ha.v.e been i;i.llocated on. the basis. of their individual 
shares in the total of their external reserves as of end-June 1974f This 
method has been followed in,Tables 1 .. through 4. · Two alternative measures 
of relative economic size for this group of countries, namely their share 
in the tot.al of the.tr .expor:ts and their share in the total of their 
calculat.ed quotas, would yield_ for most countries only a slightly different 
allocation, but both tend to raise substantially the share of three of the 
smallest oil exporting members. 

(b) 11 Industrial'.' and "Other Developed" group: For these two groups 
of. countries special quota increases have:been allocated on two bases, 
referred to as.Variant 1 and Variant 2 in Tables 1 through-4. In Variant 1 
the special·i_ncreases.were distributed to members in·each group in 
proportion to the excess. (if positive) of their calculated quotas over their 
present quotas as _sh~wn· in Col1:1mn D of.Table 4 of EB/CQuot~/74/2 .. This 
method was followed 1n allocating• special quota increases 1n the Fifth 
General Review. In Variant 2 the special increases are distributed in 
proportion to the excess (if positive) of calculated quotas over present 
quotas after taking .. account · of the general increase. . However;; the 
calculated quotas, as shown in Column D of Table 4 of EB/CQuota/74/2,' 
·have .been scaled down .to sum to the quota totals for ,each country group· 
as indicated in: Section 3 above. · 
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(c) "Developing Countries" (other than major oil exporters): For 
this group the same methods have been followed as outlined in (b) above, 
except that their calculated quotas are those based ori the incremental 
quota calculations shown in Column 2 of Table 2 in EB/CQuota/74/3. The· 
use of the incremental calculations, which aims at reflecting both the· 
comparative economic growth of members and the existing structure of quotas, 

. has the effect of spreading more evenly the special increases among the 
countries in this group. 

5. Use of more recent data 

The present quota calculations are based on data for periods ending 
in 1972. For many countries some of the 1972 data had to be estimated. 
If it were desired to base quota calculations on more recent data, a 
formula· involving fewer variables would have to be used. In particular, the 
formula would have to exclude national incor:1e, at least for the developing 
countries, for which the value of this variable has in any event been 
questioned. Some simplified quota formulas were illustrated in SM/73/275. 

6. Concluding observations 

A few observations might be made about the calculations presented in 
. Tabl.es l :through 4: 

(a) The number of countries· eligible' for special quota increases 
varies considerably depending on the size of the general increase in the 
Fund relative to the overall increase and on the methods adopted in allocating 
quota increases between countries. Compared with Variant 1, Variant 2 
(especially in Tables 3 and 4 in which special increases account for a 
smaller proportion of the increase) reduces the number:of countries as 
being eligible for special quota increases, but raises the amount of 
the increase ,for.eligible· members. 

(b) The built-in constraints regarding shares of different groups 
of countries in the Fund and the distribution .of general increases to all 
members has resulted in comparatively small special increases in quotas 
for the industrial countries. The fall in the percentage shares of some 
of these countries, especially the United States, is substantial, particularly 
_in the calculati.ons presented in Tables 1 and 3, (see Table 5). The quotas 
of the industrial countries which comprise the Group of Ten have in the 
past been determined on a negotiated basis and the same might well apply 
on this occasion. 

(c) Further substantial differences arise ,in ·the distribution of 
special quota increases.depending on how the shares of different groups 
of countries have been allocated. Tables 2 and 4 (in which the shares of 
groups of members, other than that of the major oil exporters have been 
reduced proportionately) show amounts of special quota increases for the n 

\._,) 
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industrial countries which are larger by about 40 per cent than those shown 
in Tables 1 and 3 (in which the shares of the major oil exporters have 
been doubled and the shares 'of the group of "other developing" countries 
has been maintained unchanged). There are, of course, corresponding 
smaller special increases in Tables 2 and 4 for the group of ·other developed 
countries (the amounts are ~lose to 20 per cent less) and the other developing 
countries (th~ amounts are dbout 45 per cent less) as compared with the 
increases shown in Tables 1 and 3. · 

(d) 'fl1e extent of rounding of quotas that would be agreed is important 
beca~se it might change the s~ares of groups of'cou~tries significantly. 
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Table l. Quota Calculations Based on Table B of EB/CQuota/74/5 
(35 Per Cent Overall Increase with 20 Per Cent 

General Increase} 

(In mi !lions of SDRs) n u 
20 per cent 

Totals Present General Seecial Increases 
Quota Increase Variant l.!/ Variant 23} (1)+(2)+(3) (1)+(2)+(4) 

( 1) (2) (3) (4) .(5) (6) 

A. -Industrial Countries 

United States 6,700 1,340.0 326.0 171,0 8,366.0 8,211.0 
United Kingdom 2,800 560.0 31.5 3,391.5 3,360.0 
Germany 1,600 320.0 186.0 285.0 2,106.0 2,205.0 
France 1,500 300.0 97.0 92.0 1,897.0 1,892.0 

·Japan,.· 1,200 240.0 143.0 221.0 1,583.0 1,661.0 

Canada 1,100 220.0 69.0 64.0 1,389.0 1,384.0 
Italy 1,000 200.0 64.5 62.0 1,264.5 1,262.0 
Netherlands 700 140.0 56.5 68.0 896.5 908.0 
Belgium and Luxembourg 670 134.0 54.5 66.0 858.5 870.0 
Sweden 325 65.0 34.0 49.0 424.0 439.0 

Austria 270 54.0 13.0 7,0 337.0 331.0 
Denmark 260 52.0 15.5 13,0 327.0 325.0 
Norway 240 48.0 11.0 s.u 299,0 293.0 

Total 18,365 23,140.0 23,14U ,U 

PePcentage shai>e in total- (62. 92) a;e: ?2J (58. '12) 

B. Other Develoeed Countries 

Australia 665 133.0 35.2 833.2 798.0 n Spain 395 79.0 70.2 125.41 544.2 599.4 
South Africa 320 64.0 41.9 38.6 425.9 422 •. 6 u Yugoslavia 207 41.4 26.8 23.8 275.2 272.,2 
New Zealand 202 40.4 2.1 244,3 242.4 

Finland 190 38.0 29.7 43.1 257. 7 271.1 
Romania 190 38.0 14.7 242.7 228.C 
Turkey 151 30.2 15.4 196,6 181.2 
Greece 138 27.6 15.9 7.5 181.5 173.l 
Ireland 121 24.2 13,3 3.8 158.5 149.0 

Portugal 117 23,4 23.8 49.7 164,2 190. l 
Iceland 23 4.6 2.4 0.1 30.0 27.7 
Malta 16 3,2 l. 3 20.!i 19.2 

Total 2,735 3,575.0 3,575.0 

Pereenta.ge sham in totai (9. 37) (!l. or J (9.07) 

c. Major Oil E~~orters 

Venezuela 330 66.0 297.5 297.5 693.5 693.5 
Indonesia 260 52.0 89.0 89.0 401.0 401.0 
Iran 192 38,4 351.0 351.0 581.5 561.5 
Nigeria 1.35 27.0 138.5 138.5 300.5 300,S 
Saudi Arabia 134 26.8 457.5 457.5 618.5 618.5 

Algeria 130 26.0 120.5 120.5 276.5 276.5 
Iraq 109 21.8 185.5 185.5 316.5 316.5 
Kuwait 65 13.0 254.5 254.5 332.5 332.5 
Ecuador 33 6.6 26.5 28.5 68.0 68.0 
Libyan Arab Republic 24 4.8 193.5 103.5 222.5 222.5 

Qatar 20 4.0 25.0 25.0 49.0 49,5 
United Arab Emirates 15 3.0 27 .s 27.5 45.5 45.5 
Oman 7 1.4 12.0 12.0 20.5 20.5 

Total 1,454 3,926.0 3,926.0 
() 
u PePaentage shaPe in totai ( 4. 98) (9.96) (9. 96) 

For footnotes see eage 8 
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Table 1 {continued). Quota Calculations Based on Table B of EB/CQuota/74/5 
(35 Per Cent Overall Increase with 20 Per Cent 

General Increase) 

(In millions of SDRs) 

20 per cent 
Present General seecial Increase~ Totals 
Quota Increase Variant lY Variant 2."ZJ (l)+ (2)+ (3) (1)+ (2)+ (4) 

(1) (:?) (3) (4) . (SJ (6) 

D. Deve~nR Countries 

India 940 188.0 w.c 1,148.0 1,128.C 
Bruil 440 88.0 166,3 225.0 694. 3 753.0 
Arrentina 440 88.0 47.7 18.2 575. 7 546.2 
Mexico 370 74.0 74.7 75.S S18.7 519.5 
Pakistan 235 47.0 282.0 282.0 

Egypt 188 ' 37.6 10.0 235,6 225.6 
Malaysia 186 37.2 22,5 11.9 24S. 7 235.1 
Chile 158 31.6 33,6 35.3 223,2 224.S 
Colombia 157 31.4 17.7 7.7 206, l 196.1 
Philippines 155 31.0 20.0 12,0 206.0 198.0 

Thailand 134 26.8 18. 5 12,5 179,3 173.3 
Israel 130 26.0 45.S 60.1 201.5 216.l 
Ban{?ladcsh 125 25.0 8.9 158.9 150.0 
Peru 123 24.6 13.; 5.7 161. 3 153.3 
Horocco 113 22,6 17.4 13.6 153.0 149.2 

Zaire 113 22.6 26.2 29.1 161.8 164.7 
Sri Lanka 98 19.6 117,6 117.6 
Ghana 87 17 .4 7.0 111.4 104.4 
Korea 80 16. 0 53 . 6 81. 6 149,6 177.6 
Zambia 76 15.2 43.2 64.2 134,4 155.4 

Sudan 72 14 . 4 1. 5 79.9 86.4 
Uruguay 69 13. 8 2.6 85.4 82.8 
Trinidad and Tobago 63 12 . 6 4. 0 79,6 75.6 
Viet-Nam 62 12 . 4 11 . 8 11.4 86.2 85.8 
Burma 60 12 . 0 72.0 72.0 

Jamaica 53 10.6 8.9 7.7 72.5 71.3 
Ivory Coast 52 10.4 8,9 7.8 71.3 70.2 
Syrian Arab Republic so 10.0 5.9 3.0 65.9 63,U 
Kenya 48 9.6 9.2 9.0 66.8 66.6 
Tunisia 48 9.6 6,3 3.8 63.9 61.4 

Dominican Republic 43 8.6 4.4 1.4 56.0 53.0 
Tanzania 42 8.4 s.s 3.5 55.9 53.9 
Uganda 40 8. 0 5.5 3,8• 53.S 51.8 
Singapore 37 7.4 48.0 78.3 92.4 122,7 
Bolivia 37 7.4 3.0 47.4 44.4 

Afghanistan 37 7.4 44.4 44.4 
Panama 36 7.2 13.3 17,!) 56.5 61.1 
Guatemala 36 7,2 7,0 6,!/ ~9.9 50.l 
Cl Salvador 35 7.0 1.8 43.11 42.0 
Cameroon 35 7.0 4.4 2.6 46.4 44.b 

Senegal 34 6.8 2.6 43.4 40.8 
Costa Rica 32 6.4 s.s 4,9 43.9 43.3 
Yemen, People's Dem. Republic 29 5.8 8. 1 9.9 42.9 44.7 
Liberia 29 5.8 1.1 35.9 34.8 
Ethiopia 27 5.4 3.3 1.8 35.7 34.2 

Nicaragua 27 5.4 2.2 34.6 32.4 
Cyprus 26 5.2 5.2 5. 2 36.4 36.4 
Malagasy Republic 26 5.2 3.0 1.3 34.2 32.S 
Sierra Leone 25 s.o 0.7 30. 7 30.0 
Khmer Republic 25 s.o 2.2 0.1 32 .2 30.1 

Honduras 25 s.o 3.7 2.7 33. 7 32. 7 
Guinea 24 4.8 0.4 29.2 28.8 
Jordan 23 4.6 2,6 1.1 30 .2 28.7 
~lauri tius 22 4.4 26.4 26.4 
Mal i 22 4.4 2.6 1.3 29.0 27. 7 

Bahamas 20 4.0 9.2 13.l 33,2 37.1 
Guyana 20 4.0 1.1 25.l 24.0 
Haiti 19 3.8 0.7 23.S 22.8 
Paraguay 19 3.8 1.5 24,3 22. 8 
Burundi 19 3.8 1. g 0.4 24,6 23. 2 

For footnotes see Eai:c 8 
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Table 1 (concluded). Quota Calculations Based on Table B of EB/CQuota/74/5 
(35 Per Cent Overall Increase with 20 Per Cent 

General Increase) 

(In millions of SDRs) 

---·------------·------

Totals Present 
Quota 

(1) 

20 per cent 
General 

Increase 
____ Jpccial Increases 
Variant-n-/ Variant 2'!7 

(3) - (4) 
(1)+(2)+(3) (1)+(2)+(4) 

D, Developing Countries 
C ~oncl uded) 

Somalia 
Rwanda 
Togo 
Malawi 
Gabon 

Mauritania 
Dahomey 
Congo, People's Republic 
Chad 

19 
19 
15 
15 
15 

13 
13 
13 
13 

Ce~tral African Republic 13 

Upper Volta 13 
Niger 13 
Laos 13 
Fiji 13 
Barbados 13 

Nepal-3} 14 
Bahrain 10 
Yemen Arab Republic 10 
Lebanon 9 
Equatorial Guinea 8 

Swaziland 8 
The Gambia 7 
Lesotho 5 
Botswana 5 
Western Samoa 2 

Total 6,087 

Percentage share in total (20.85) 

Grand Total (including 
China 29,191 

(2) 

3.8 0.4 
3.8 1.1 
3.0 1.8 
3.0 2.2 
3.0 6.3 

2.6 2.5 
2.6 1,8 
2.6 !. s 
2.6 2.2 
2.6 1.5 

2.6 1. 5 
2.6 1.8 
2.6 0.3 
2.6 1.8 
2.6 I. 5 

2.8 3.3 
2.0 3.0 
2.0 1.5 
1. 8 13.8 
1.6 

1.6 3.3 
1. 4 0.4 
1.0 0.4 
1.0 2 .6 
0.4 

}j Variant 1: The allocation of special increases under Variant 1 is based on 

1.0 
1. 6 
8.7 

:a.6 
1. 3 
0.7 
1.9 
0.7 

0.7 
1. 3 

1. 3 
0.7 

4.0 
3.7 
1.1 

22.5 

4 .G 

3.G 

(5) (6) 

·---------···-----·-·----

23.2 22.8 
23.9 22.6 
19. 8 1~.o 
20.2 Hi.6 
24,3 26.7 

18 .2 18. 2 
17.4 16.9 
17.0 lti.3 
17 .8 17.5 
1 7. 1 16. 3 

17 .1 lD,3 
17 ,4 16.9 
15.9 15. 6 
17.4 16.~ 
17.l 16.3 

20.1 21.0 
15. 0 15. 7 
l 3. 5 13.1 
24.6 33.3 
9.6 ~.6 

12.9 14.2 
8.8 8.4 
6,4 G.U 
8.6 9.0 
2.4 ;I, 4 

S,218,0 8,21:J. u 

(20. 85) (2u. E:::,) 

39,40ti.O 3..J,408.ll 

(a) For the industrial and other developed countries: in proportion to the shares of these countries in their 
respective subtotals of the excess of calculated over present quotas under the absolute approach (Column D of Table 4 
of EB/CQuota/74/2). 

(b) For the major oil exporting countries: in proportion to the shares of these countries in the total of 
their international reserves as of middle of 1974. 

(c) For developing countries: in proportion to the shares of these countries in their subtotal of the excess of 
calculated over present quotas under the incremental approach (Column 2 of Table 2 of EB/CQuota/74/3). 

Y See text, Section 4, b and c. 

'!!J. Member has not yet paid its last two installments of subscripyion. 

() 
u 
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Table 2. Quota Calculations Based on Table C of EB/CQuota/74/5 
(35 Per Cent Overall Increase with 20 Per Cent f,eneral Increase) 

(In millions of SDRs) 

20 Per cent 
Present general SJ!ecial increases Total 

Member quota increase Variant 11) Variant ty (1)+(2)+(3) (1) + (2) + (4) 
(1) (2) (3) (4) (5) (6) 

A. Industiral Co\Dltries 

United States 6,700 1,340.0 461.4 258.2 8,501.4 8,298.2 
United Kingdom 2,800 560.0 44.8 3,404.8 3,360.0 
Gennany 1,600 320.0 262. 8 393.0 2,182.8 2,313.0 
France 1,500 300.0 . 137. 3 131. 7 1,937.3 1,931.7 
Japan 1,200 240.0 202.0 305.3 1,642.0 1,745.3 

Canada 1,100 220.0 98.0 90.6 1,418.0 1,410 .6 
ltaly 1,000 200.0 91.6 87.8 1,291. G 1,287.8 
Netherlands 700 140.0 79.9 95.6 919.9 935.6 
Belgium and Luxembourg 670 134.0 77 .1 93.0 881.1 897.0 
Sweden 325 65.0 47.8 67.7 437. 8 457.7 

Austria 270 54.0 18.6 10.4 342.6 334.4 
Denmark 260 52.0 22,0 18.9 334.0 330.9 
Norway 240 48.0 15.9 7.8 303.9 295.8 

Total 18,365 23,598.0 23,598 .0 

P9rmmtage share in total (62 . 92) ( 59. 88) (59. 88) 

8. Other Devel~ed Cotmtries 

Australia 665 132.0 27.9 82~.9 798.0 
Spain 395 79.0 55.7 106.4 529. 7 580.4 
South Africa 320 64.0 33.2 27.0 417.2 411.0 
Yugoslavia 207 41.4 21.2 16.3 269.5 264.7 
New Zealand 202 40.4 1.6 244.0 242.4 

Finland 190 38.0 23.5 35.1 251.5 263.1 
Romania 190 38.0 11. 7 239. 7 228.0 
Turkey 151 30.2 12.2 193.2 181.2 
Greece 138 27.6 12 ,6' 2,9 178.2 168.5 
Ireland 121 24.2 10.5 155.5 145.2 

Portugal 117 23.4 18.9 43.3 159.3 183.7 
Iceland 23 4.6 1.9 29. 5 27.6 
Malta 16 3.2 1.0· · 20.2 19. 2 

Total 2,735 3,513.0 3,513.0 

Pezoaentage eha,,e in total (9. 3?) ( 8. 91) (8.91) 

c. Major Oil E~orters 

Venezuela 330 66.0 297.5 297.5 693.5 693.5 
Indonesia 260 52.0 89.0 89.0 401.0 401.0 
Iran 192 38.4 351.0 351.0 581.5 581.5 
Nigeria 135 27.0 138.5 138.5 300.5 300.5 
Saudi Arabia 134 26.8 457.5 457.5 618.5 618 .5 

Algeria 130 26.0 120.5 120.5 276.5 276 .5 
Iraq 109 21.8 185.5 185.5 316.5 316.5 
luwait 65 13.0 254.5 254.5 332.5 332.5 
EcuadQr 33 6.6 28.5 28.5 68.0 68.0 
Libyan Arab Republic: 24 4.8 193.5 193.5 222.5 222.5 

Qatar 20 4.0 25.0 25.0 49.0 49.0 
United Arab Eairates 15 3.0 27.5 27.5 45.5 45.5 
011&11 7 1.4 12.0 12.0 20.5 20.5 

Total 1,454 3,926.0 3,926.0 

Pereentage ahaN in totai ( 4. 98) (9.96) (9.96) 

For footnotes see Ea&e 11 
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Table 2 (continued). Quota Calculations Based on Table C of EB/CQuota/74/5 
(35 Per Cent Overall Increase with 20 Per Cent General Increase) () 

(In mil lions of SDRs) u 
20 Per cent 

Present · general SEecial increases Total 
Member quota increase Variant l!/ Variant 2Y (1)+(2)+(3) (1)+(2)+(4) 

(1) (2.) (3) (4) (5) (6) 

D. DeveloEing Cotmtries 

India 940 188.0 11.3 1,139.3 1,128.0 
Brazil 440 88.0 94.2 138.7 622.2 666.7 
Argentina 440 88.0 27.0 2.3 555.0 530.3 
Mexico 370 74.0 42.3 41. 7 486.3 485.7 
Pakistan 235 47.0 282 .o 282.0 

Egypt 188 37.6 5.6 231.2 225.6 
Malaysia 186 37.2 12.8 3.7 236.0 226.9 
Chile 158 31.6 19.0 19. 8 208.6 209.4 
Colombia 157 31.4 10.0 1. 7 198.4 190.1 
Philippines 155 31.0 11.3 4.5 197 .3 190.5 

Thailand 134 26.8 10.5 5.2 171.5 166.0 
Israel 130 26.0 25.7 36.7 181. 7 192.7 
Bangladesh 125 25.0 5.0 155.0 150.0 
Peru 123 24.6 7.7 1.1 155,3 148.7 
Morocco 113 22.6 9.8 6.5 145.4 142.1 

zarre 113 22.6 14.9 16.7 150.5 152.7 
Sri Lanka 98 9.6 117 .6 118.0 
Ghana 87 17.4 4.0 108,4 104.0 
Korea 80 16.0 30.3 52.1 126.3 148.1 
Zambia 76 15.2 24.5 40.6 115. 7 131.6 

Sudan 72 14.4 0.8 87.2 86.0 () 
Uruguay 69 13.8 1.5 84.3 83.0 u Trinidad and Tobago 63 12.6 2.3 77.9 76.0 
Viet-Nam 62 12.4 6.7 6.2 81. l 80.2 
Burma 60 12.0 72,0 72.0 

Jamaica 53 10.6 5.0 3.9 68.6 67.4 
Ivory Coast 52 10.4 5.0 4.0 67 .4 66.5 
Syrian Arab Republic 50 10.0 3.4 0.8 63.4 60.8 
Kenya 48 9.6 5.2 4.9 62.8 62.9 
Ttmisia 48 9.6 3.6 1.5 61.2 59.5 

Dominican Republic 43 8.6 2.5 54.1 52.0 
Tanzania 42 8.4 3.1 1.4 53.5 51.8 
Uganda 40 8.0 3.1 . 1.6 · 51.1 49.6 
Singapore 37 7.4 27.2 50.8 71.6 94.8 
Bolivia 37 7.4 1. 7 46.1 44.0 

Afghanistan 37 7.4 44.4 44.C 
Panama 36 7.2 7.5 lLO 50.7 54.0 
Guatemala 36 7.2 4.0 3.8 47.2 46.8 
El Salvador 35 7.0 1.0 43.0 42.0 
Cameroon 35 7.0 2.5 0.9 44.5 42.9 

Senegal 34 6.8 1.5 42.3 41.0 
Costa Rica 32 6.2 3.1 2.6 41.3 40.6 
Yemen, People's Dem. Rep. of 29 5.8 4.6 5.9 39.4 40.9 
Liberia 29 5.8 0.6 35.4 35.0 
Ethiopia 27 5.4 1.9 0.6 34.3 32.6 

Nicaragua 27 5.4 1.3 33.7 32.0 
Cyprus 26 5.2 2.9 2.9 34.0 33.9 
Malagasy Republic 26 5.2 1. 7 0.3 32.9 31.3 
Sierra Leone 25 5.0 0.4 30,4 30.0 
Khmer Republic 25 5.0 1.3 31.3 30.0 

Honduras 25 5.0 2.0 1.3 32.0 31.3 
Guinea 24 4.8 0.2 29.0 29.0 
Jordan 23 4.6 1.5 0.2 29.1 27.7 
Mauritius 22 4.4 26.4 26.0 () 
Mali 22 4.4 1.5 0.4 27.9 26.4 u 

For footnotes see Eage 11 
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Table 2 (concluded). Quota Calculations Based on Table c of EB/CQuota/74/5 
(35 Per Cent Overall Increase with 20 Per Cent General Increase) 

Member 

Developing Co\Bltries 
(concluded) 

Bahamas 
Guyana 
Haiti 
Paraguay 
Bunmdi 

Soulia 
Rwanda 
Togo 
Malawi 
Gabon 

Mauritania 
Dahomey 
Congo, People's Rep. of the 
Central African Republic 
Chad 

Upper Volta 
Niger 
Laos 
Fiji 
Barbados 

Nepal~ 
Bahrain 
Yemen Arab RepUDlic 
Lebanon 
Equatorial Guinea 

Swaziland 
Gambia, The 
Lesotho 
Botswana 
Western Samoa 

Total 

Pereentage share in totaZ 

Present 
quota 

(l) 

20 
20 
19 
19 
19 

19 
19 
15 
15 
15 

13 
13 
13 
13 
13 

13 
13 
13 
13 
13 

14 
10 
10 
9 
8 

8 
7 
5 
5 
2 

6,087 

(20.85) 

(In millions of SORs) 

20 Per cent 
gen·eral 
increase 

(2) 

4.0 
4,0 
3.8 
3.8 
3.8 

3.8 
3.8 
3.0 
3.0 
3.0 

2.6 
2.6 
2.6 
2.6 
2.6 

2.6 
2. 6 
2.6 
2.6 
2.6 

2. 8 
2 .0 
2. 0 
1.8 
1.6 

1.6 
1.4 
1.0 
1.0 
0.4 

Special increase 
Variant 1Y Variant 2Y 

(3) (4) 

5.2 
0.6 
0.4 
0.8 
1.0 

0.2 
0.6 
1.0 
1.3 
3.6 

1.5 
l.0 
0.8 
0.8 
1.3 

0.8 
1.0 
0. 2 
1.0 
0.8 

) . 9 
l. 7 
0.8 
7.7 
0.1 

1.9 
0.2 
0.2 
1.5 

8.2 

0.4 
0.8 
5,4 

1.4 
0.6 
0.1 
1.0 
0.1 

0.1 
0.6 

0 .6 
0 . 1 

2.3 
2.2 
o.s 

14.7 

2.9 

2.4 

Grand Total (including China) 29,191 

Y Variant 1: The allocation of special increases IBlder Variant l is based on 

Total 
(1)+(2)+(3) (1)+(2)+(4) 

(5) (6) 

29.2 32.2 
24.6 24.0 
23.2 23.0 
23.6 23.0 
23,8 23.0 

23.0 23.0 
23,4 23.0 
19.0 18.4 
19.3 18.8 
21.6 23.4 

17 .1 19.4 
16.6 16.6 
16.4 16.1 
16.4 17.0 
16.9 15.7 

16.4 16.1 
16,6 16.6 
15.8 15.6 
16,6 16.2 
16.4 15.7 

18.7 19.1 
13.7 14.2 
12.8 12.S 
18.5 25.7 
9 •. 7 9.5 

11.5 12.9 
8.6 8.4 
6.2 6.0 
7.5 8.4 
2.4 _bi 

· 7,823.0 7,823.0 

(19. 85) (19. 85) 

39,408.0 39,408.0 

(a) For the industrial and other developed co1B1tries: in proportion to the shares of these co1B1tries in their 
respective subtotals of the excess of calculated over present quotas \Bider the absolute approach (Col. D of Table 4 of 
EB/CQuota/74/2); 

(b) for the major oil exporting co1B1tries: in proportion to the shares of these cO\Bltries in the total of their 
international reserves as of middle of 1974; 

(c) for other developing CO\Bltries: in proportion to the shares of these co1B1tries in their subtotal of the excess 
of calculated over present quotas \Bider the incremental approach (Col. 2 of Table 2 of EB/CQuota/74/3). 

2/ See text, Section 4, b and c. 

~ Member has not yet paid its last two installments of subscription. 
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Table 3. Quota Calculations liased on Table B of EB/CQuota/74/5 
(50 Per Cent Overall Increase With 35 Per Cent 

General Increase) 

(In millions of SUR!) 

--·-·-----·-·---·------------

A. Industrial Countries 

United States 
United Kingdom 
Germany 
France 
Japan 

Canada 
Italy 
Netherlands 
Belgium and Luxembourg 
Sweden 

Austria 
Denmark 
Norway 

Total 

Percentage BhaN in total 

B. Other Developed Countri~ 

Australia 
Spain 
South Africa 
Yugoslavia 
New Zealand 

Finland 
Romania 
Turkey 
Greece 
Ireland 

Portugal 
Iceland 
Malta 

Total 

Peraentage share in total 

c. MajorO~~ 

Venezuela 
Indonesia 
Iran 
Nigeria 
Saudi Arabia 

Algeria 
Iraq 
Kuwait 
Ecuador 
Li~yan Arab Republic 

Qatar 
United Arab Emirates 
Oman 

Total 

Pe:r>aentage 11 ha.re in total 

For footnotes see page 14. 

Present 
Quota 

(1) 

6,700 
2,800 
1,600 
1,500 
1,200 

1,100 
1,000 

700 
670 
325 

270 
260 
240 

18,365 

(62.98) 

665 
395 
320 
201 
202 

190 
190 
151 
138 
121 

117 
23 
16 

2,735 

(9. 37) 

330 
260 
192 
135 
134 

130 
109 
65 
33 
24 

20 
115 

7 

1,454 

(4. 98) 

35 per cent 
General 

.increase 
(2) 

2,345.00 
980.00 
560.00 
525.00 
420.00 

385.00 
350.00 
245.00 
234.SO 
113. 75 

94.50 
91.00 
84.00 

232.75 
138.25 
112.00 
72.45 
10.70 

66.50 
66.50 
52.85 
48.30 
42.35 

40.95 
8.05 
5.60 

115 .so 
91.00 
67.20 
47 .25 
46.90 

45.50 
38.15 
22.75 
11.55 
8.40 

7.00 
5.25 
2.45 

·--·-- Special Increases 
Variant !Tr" Vari"iiiit'2Zl 

(3) - (4) -

291.5 142.0 
2S.5 

166.0 260.3 
87.o 82.2 

127.S 202.4 

62.0 56. :! 
58.0 54.9 
50.5 61. 7 
48.5 60.1 
30.0 44.6 

12.0 5.8 
14.0 11.6 
10.0 4.1 

33.l 
66.0 120.6 
39.4 33.3 
25.2 20.3 
2.0 

.. · 27 .9 40.4 
13,8 
14.5 
14.9 4.9 
12.5 1. 5 

22.4 48.~ 
2.2 
1.0 

327.0 327 .0 
98,0 98.0 

386.0 386.0 
152.0 152.0 
503.0 503.0 

132.5 132.5 
204.5 204.0 
280.0 280.0 

31.5 31.5 
212.S 212.5 

27.5 27.5 
30.0 30.0 
13.0 13.0 

Totals 

() 
u 

c1)+ c2)+ c~··c11+T2J+ (4J 
(5) (6) 

9,336.0 9,187.0 
3,808.0 3,780.0 
2,326.0 2,420.3 
2,112.0 2,107.2 
1,747.5 1,822.4 

1,547.0 1,541.3 
1,408.0 1,404.9 

995.S 1,006.7 
953.0 965.l 
469,0 483.6 

376.5 369.8 
365.0 362.6 

_334.0 328.1 

25,776.0 25,776.0 

(58. 87) (58.87) 

!)31. l 898.0 599,2 654.01 
471.4 465.5' 
304,6 300.0 
274.7 272.5 

284.4 297.0 
270.3 256.5 
218.0 204.0 
200.9 191.5 
175.8 165.0 

180,3 206.S 
33.2 31.0 
22.5 21.5 

3,966.0 3,966.0 

(9.05) (9. 05) 

772.5 772.S 
449.0 449.0 
645.0 645.0 
334.5 334.5 
684.0 684.0 

308.0 308.0 
351.5 351.0 
368.0 368.0 
76.0 76.0 

245.0 245.0 

54.5 54,5 
50.0 50.0 
22.5 22.5 

4,361.0 4,361.0n 

(9.96) (9,96'l) 
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" 
Table 3 ( continued) • Quota Calculations Based on Table B of Ei/CQuota/74/5 

(SO Per Cent Overall Increase With 35 Per Cent 
General Increase) 

· (In millions of SDRs) 

35 per cent 
Present General SJ;!ecial Increases Totals 
Quota Increase Variant l!l Variant 2Y (1)•(2)•(3) (1)•(2)•(4} 

(1) (2) (3) (4) CS) (6) 

D. DeveloJ;!ing Countries 

India 940 329.00 20.0 1,289.0 1,269.0 
Brazil 440 154.00 166.3 243.3 760,3 837.3 
Argentina 440 154.00 47.7 4.1 641.7 598.1 
Mexico 370 129.50 74.7 73.l 573.7 572.6 
Pakistan 23S 82.25 317.2 .>17.3 

Egypt 188 65.80 10.0 263.8 253.8 
Malaysia 186 65.10 22.5 6.6 273.6 257, 7 
Chile 158 55.30 33.7 34.8 247.0 248,lu 
Colombia 157 54.95 17,7 2.9 229.7 214.9 
Philippines 155 54.25 20.0 7.9 229.2 217.2 

Thailand 134 46.90 18.S 9.3 199.4 l!J0.2 
Israel 130 45.50 45.5 64.4 221.0 239,9 
Bangladesh 12S 43.75 8 .9 177.6 168.8 
Peru 123 43.05 13.7 1.9 179.7 168.0 
Morocco 113 39 .55 17. 4 11 . 3 169.9 163.9 

zarre 11 3 39 .55 26. 2 29 . 3 178.7 181.9 
Sri Lanka 98 34 . 30 132.3 132.3 
Ghana 87 30. 45 7.0 124.4 117.S 
Korea 80 28.00 53,6 91.3 161.6 199.3 
Zambia 76 26 .60 43. 2 71. 3 145.8 173.9 

Sudan 72 25.20 1.5 98,7 97.2 
Uruguay 69 24.15 2.5 95.S 93,2 
Trinidad and Tobago 63 22.05 4. 0 89.0 85.1 
Viet-Nam 62 21. 70 11.8 10.9 95.5 94.6 
Burma 60 21.00 81.0 81.0 

Jamaica 53 18.55 8,9 6.7 80.4 78.3 
Ivory Coast 52 18.20 8,9 7.0 79.1 77.2 
Syrian Arab Republic so 17.50 5.9 1.5 73.4 69.0 
Kenya 48 16.80 9.2 8.6 74.0 73.4 
Tunisia 48 16.80 6.3 2.6 71.1 67.4 

llominican Republic 43 15.05 4.4 62.4 58.l 
Tanzania 42 14,70 s.s 2.4 62.2 59.l 
Uganda 40 14.00 s.s 2.8 59.S 56.8 
Singapore 37 12.95 48.0 89, l 98.0 139.1 
Bolivia 37 12.95 3.0 53.0 'SO.O 

Afghanistan 37 12.95 50.0 so.o 
Panama 36 12,60 13,3 19.3 61,9 67.9 
Guatemala 36 12.60 7.0 6.6 55,6 55.2 
El Salvador 35 12.25 1.9 49.l 47,3 
Cameroon 35 12.25 4.4 1. 7 51.C> 49.0 

Senegal 34 11.90 2.5 48.4 45.9 
Costa Rica 32 11.20 5.5 4.5 48.7 47. 7 
Yemen, People's Dem. Rep. 29 10.15 8.1 10.3 47.2 49.5 
Liberia 29 10.15 1.1 40,2 39.2 
Ethiopia 27 9.45 3.3 1.1 39.7 37.6 

Nicaragua 27 9.45 2.2 38,6 36.S 
Cyprus 26 9.10 5.2 5.0 40,3 40,l 
Malagasy Republic 26 9.10 3.0 o.s 38.1 35.6 
Sierra Leone 25 8. 75 0.7 34.4 33.8 
Khmer Republic 25 8. 75 2.2 35.9 33.8 

Honduras 25 8.75 3.7 2.3 37.4 36.1 
Guinea 24 8.40 0.4 32,8 32.4 
Jordan 23 8.05 2.6 0.4 33.6 31.5 
Mauritiu 22 7.70 29.7 29.7 
Mali 22 7.70 Z.6 0.6 32.3 -30.3 

Bahamas 20 7.00 9.2 14.4 36.2 41.4 
Guyana 20 7.00 · 1.1 28,1 27.0 
Haiti 19 6.65 0.7 26,3 25.7 
Paraguay 19 6.65 1.5 27.1 25.7 
Burundi 19 6.65. 1.9 27,5 25.7 

For footnotes see oa2e 14. 
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Table 3 (concluded). Quota Calculations Based on Table B of l::B/CQuota/74/5 
(50 Per Cent Overall Increase with-35 Per Cent 

General Increase) 

(In millions of SDR..!) 

35 per cent 
Present General Increases Totals --~ecial 
Quota Increase Variant IY VariantW (1)+(2)+(3) 

( 1) (2) (3) (4) (S) 

Developing Countries 
(concluded]__ __ 

Somalia 19 6.65 0.4 26.0 
Rwanda 19 6.65 1.1 26.7 
Togo 15 5.25 I.8 0.6 22.6 
Malawi 15 5.25 2.2 1.4 22.4 
Gabon 15 5.25 6.3 9.6 26.3 

Mauritania 13 4.55 2.6 2.s 20. l 
Dahomey 13 4.55 l. ~ 1.0 19,3 
Congo, People's Republic of the 13 4.55 i.s 0.3 19.0 
Chad 13 4.55 2.2 Lil 19.7 
Central African Republic 13 4.55 1.5 0.3 19.0 

Upper Volta 13 4.55 I.5· 0.3 19.0 
Niger 13 4.55 1.8 1.0 19.5 
Laos 13 4.55 o.3 18.0 
Fiji 13 4.55 1.s 1.0 19.S 
Barbados 13 4.55 i.s 0.3 19.0 

Nepalll 14 4.90 3.3 4.1 22.2 
Bahrain 10 3.50 3.) 3.9 16,5 
Yemen Arab Republic 10 3.50 1.5 0.9 15.0 
Lebanon 9 3.15 · 13.3 25.7 25.9 
Equatorial Guinea 8 2.80 10.8 

Swaziland 8 2.80 3.3 5.0 14,1 
The Gambia 7 2.45 0.4 9.8 
Lesotho 5 1. 75 o.t 7.1 
Botswana 5 l. 75 2.6 4.2 9.3 
Western Samoa 2 0.70 2.7 

Total 6,087 9,131,0 

Pe1'canta.ge share in totaZ (20. 85) (20. 85) 

Grand total (including 
China) 29,191 43,786,0 

}j Variant 1: The allocation of special increases under Variant l is based on 

n 

(1)+(2)+(4) 
(6) 

,1 25,7 · 
25.7 
20.9 
21. 7 
29.9 

20.1 
18.6 
17 .9 
19.4 
17.9 

17 .9 
18.6 
17.6 
18.6 

. 17.9 

W.9 
17 .4 
14.4 
37.9 
11.8 

15.s(') 
9.5u 
6,8 

11.0 
2. 

9,131.0 

(20.85) 

43, 786.(' 

{a) For the industrial and other developed countries: In proportion to the shares of these countries in their 
respective subtotals of the excess of calculated over present quotas under the absolute approach (Column D of Table 4 
of EB/CQuota/74/2), 

(b) For the major oil exporting countries: In proportion to the shares of these countries in the total of 
their international reserves as of middle of 1974. 

(c) For other developing countries: In proportion to the shares of these countries in their subtotal of the 
excess of calculated over present quotas under the incremental approach (Column 2 of Table 2 of EB/CQuota/74/3). 

'!:J See te~t, Section 4, band c. 

l,' Member has not yet paid its last two installments of subscription. 

n u 
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Table 4. Quota Calculations Based on Table C of EB/CQuota/74/5 
(SO Per Cent overall Increase with 35 Per Cent General Increase) 

(In millions of SDRs) 

35 Per cent 
Present general , S11ecia l increasrs Totals 

Me•ber quota increase Variant 1!.7 Variant 2y (1)+(2)+(3) (1)+(2)+(4) 
(1) (2) (3) (4) (5) (6) 

A.. Industrial Co1U1tries 

United States 6,700 2,345.00 434.6 242.0 9,479.6 9,287.0 
United Kingdo• 2,800 980.00 42.1 3,822.1 3,780.0 
Genumy 1,600 560.00 247.0 371. 8 2,407.5 2,531.8 
France 1,500 525.00 129.3 124.1 2,154.3 2,149.1 
Japan 1,200 420.00 190.2 288.3 1,810.2 1,908.8 

Canada 1,100 385.00 92.3 85.4 1,577.3 1,570.4 
Italy 1,000 350.00 86.3 82.9 1,436.3 1,432 .9 
Netherlands 700 245.00 75.2 90.2 1,020.2 1,035.2 
Belgiua and 

Luxembourg 670 234.50 72.(i 87.7 977 .1 992.7 
Sweden 325 113. 75 45.0 64.0 484.0 503.0 

Austria 270 94.SO 17.S 9.9 382.0 373.9 
Denurk 260 91.00 20.7 17.8 371.1 368.3 
Norway ~ 84.00 15.0 7.4 339.0 ~,,,4 

Total 18,365 26,261,0 26.261.0 

PBrCentage share in total. (63. 93) 

B. Other DeveloEed Co1U1tries 

Australia 665 232. 75 26.3 924.3 898.0 
Spain 395 138.25 52.6 103.S 585.9 637.0 
South Africa 320 112.00 31.4 23. l 463.4 455.0 
Yugoslavia 207 72.45 20.1 13. 7 299.5 293.0 
New Zealand 202 70.70 1.5 274.2 272.S 

Finland 190 66.50 22.2 33.6 278.7 290.0 
Romania 190 66.50 11.0 267.5 256.5 
Turkey 151 52,85 11.S 215.4 204.0 
Greece 138 48.30 11.9 0.9 198.2 181.S 
Ireland 121 42.35 9.9 173.3 163.S 

Portugal 117 40.95 17.8 43.6 175.8 201.S 
Iceland 23 8.05 1.8 -- 32 .8 31.0 
Malta ~ S.60 1.0 22 .6 21.S 

Total 2,745 3,911.0 

Ptn'C111ttagB BNZl'll in total. (9. 31) 

C. Major Oil ExEorters 

Venezuela 330 us.so 327.0 327.0 77.S 772.S 

Indonesia 260 91.00 98.0 98.0 449.0 449.0 

Iran 192 67.20 386.0 386.0 645.0 645.0 

Nigeria 135 47.25 152.0 152.0 334.0 334.0 

Saudi Arabia 134 46.90 503.0 503.0 684.0 684.0 

Algeria 130 45.50 132.S 132 . S 308.0 308.0 

Iraq 109 38.15 204.0 204.0 351.0 351.0 

Kuwait 65 22.75 280.0 280.0 368.0 368.0 

Eauador 33 11.55 31.S 31.5 76.0 76.0 

Libyan Arab Republic 24 8.40 212.S 212.S 245.0 245.0 

Qatar 20 7.00 27.5 27.S 54.S 54.S 

United Arab Emirates 15 5.25 30.0 30.0 so.o so.o 
Oun __ 7 2.45 13.0 13.0 22.S _Ed 

Total 1,454 4,360.0 4,360.0 

Percentage shaN in total. (4.98) 
(9.98) (9.98) 

For footnotes see Ease 17. 
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Table 4 (cont.i.nued), Quota Calculations Based on Table C of EB/CQuota/74/S 
(SO Per Cent Overall Increase with 35 Per Cent r.eneral Increase) 

(In millions of SDRs) 

35 Per cent 
Present 1eneral SJ!!ci11 increases Totals 

Member quota increase Variant l:.! Variant w (1)+(2)+(3) (1)+(2)+(4) 
(1) (2) (3) (4) (S) (6) 

D. Develo2ing Countries 

India 940 329.00 10.6 1,279.6 1,269.0 
Brazil 440 154.00 88.7 137.S 682. 7 731.S 
Areentina 440 154.00 25.4 619.4 594.0 
Mexico 370 129.SO 39.8 36.4 S39.3 535.9 
Pakistan 235 82.25 317.2 317.3 

Egypt 188 65.80 S.3 259. l 2S3.S 
Malaysia 186 6S.10 12.2 0.1 263.2 251.2 
Chile 158 SS.30 17.9 17.7 231.2 231.0 
ColomUa 157 54.95 9.S 221.S 212.0 
Philippines 155 54.25 10.6 l.S 219.9 210.8 

Thailand 134 46.90 9.9 2.8 190.!I 183.7 
Israel 130 45.SO 24.2 36.1 199. 7 211.6 
Baneladesh 125 43.7S 4.7 173.4 163.8 
Peru 123 43.0S 1. 3 113,4 166.l 
Morocco 113 39.SS 9.3 4.S 161.8 157. l 

Zafre 113 39.55 14.0 15.3 166.5 167.9 
Sri Lanka 98 34.50 132.S 132.S 
Ghana 87 30.45 3.7 121.2 117 .5 
Korea 80 28.00 28.6 53.4 136.6 161.4 
Zallbia 76 26.60 23.1 41.4 125. 7 144.0 

Sudan 72 25.20 0.8 98.0 97.2 
Uruguay 69 24.15 1.4 94.6 93.2 
Trinidad and Toba10 63 22.05 2.2 87.2 85.1 
Viet-Nam 62 21. 70 6.3 5.3 90.0 89.0 
Burma 60 21.00 81.0 81.0 

Juiaica 53 18.55 4.7 3.0 76.2 74.6 
Ivory Coast 52 18.20 4.7 3.1 74.9 73.3 
Syrian Arab Republic so 17.50 3.1 70.6 67.S 
Kenya 48 16.80 4.9 4.2 69.7 69.0 
Tunisia 48 16.80 3.3 0.6 68.l 65.4 

Do•inican Republic 43 15.05 2.4 60.5 58.l 
Tanzania 42 14 . 70 2.9 0.6 59.6 57.3 
Uganda 40 14.00 J.o O.!l 57.0 S4.9 
Singapore 37 12.95 25.6 52.9 75.6 102.9 
Bolivia 37 12.95 1.6 51.6 50.0 

Afghanistan 37 12.95 50.0 so.o 
Panama 36 12.60 7.1 10.9 55.7 59.5 
Guatemala 36 12.60 3.7 3.2 52.3 Sl.8 
El Salvador 35 12.25 1.0 48.2 47.3 
Cuieroon 35 12.25 2.4 0.3 49.7 47.6 

Se11e1al 34 11.90 1.4 47.3 45.9 
Costa Rica 32 11.20 3.0 2.1 46.2 45.3 
Yemen, People's 

43.5 Dea. Rep. of 29 10.15 4.3 S.6 44.8 
Liberia 29 10.15 0.6 39.8 39.2 
Ethiopia 27 9.45 1.8 0.1 38.3 36.6 

Nicarapa 27 9.45 1.2 37.7 36.S 
Cypns 26 9. 10 2.8 2.5 37.9 37.6 
Malagasy Republic 26 9.10 1.6 36.7 35. l 
Sierra Leone 25 8.75 0.4 34.l 33.8 
Khmer Republic 25 8.75 1.2 35.4 33.8 

Honduras 25 8.75 2.0 35.8 34.6 
Guinea 24 8.40 0.2 33.6 32.4 
Jordan 23 8.05 1.4 32.S 31.1 
Mauritius 22 7.70 29.7 2,,. 7 
Mali 22 7. 70 1.4" 31.l 29.7 

For footnotes see 2age 1z, 
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Table 4 (concluded). Q~ota Calculations Based on Table C of EB/CQuota/74/5 
(50 Per Cent Overall Increase·with 35 Per Cent C,eneral Increase) 

Member 

D. Developing Countries 
(concluded) 

Bahamas 
Guyana 
Haiti 
Paraguay 
Burundi 

Somalia 
Rwanda 
Togo 
Malawi 
Gabon 

Mauritania 
Dahomey 
Congo, People's Rep. of the 
Chad 
Central African Republic 

Upper Volta 
Niger 
Laos 
Fiji 
Barbados 

NepalY 
Bahrain 
Yemen Arab Republic 
Lebanon 
Equatorial Guinea 

Swaziland 
Gambia, The 
Lesotho 
Botswana 
Western Samoa 

Total 

Percentage eha:re in total. 

Grand Total (including China) 

Present 
quota 

(1) 

20 
20 
19 
19 
19 

19 
19 
15 
15 
15 

13 
13 
13 
13 
13 

13 
13 
13 
13 
13 

14 
10 
10 
9 
8 

8 
7 
5 
5 
2 

6,087 

(130. 86) 

29,191 

(In millions of SDRs) 

35 Per cent 
general 
increase 

(2) 

7.00 
7.00 
6.65 
6.65 
6.65 

6.65 
6.65 
5.25 
5.25 
5.25 

4.55 
4.55 
4.55 
4.55 
4.55 

4.55 
4.55 
4.55 
4.55 

· 4.55 

4.90 
3.50 
3.50 
3.15 
2.80 

2.80 
2.45 
1. 75 
1,75 
0.70 

Special increases 
Variant ill Variant 2?:f 

(3) - (4) 

4.9 
0.6 
0,4 
0.8 
l.O 

0.2 
o.s 
l.) 
1.2 
3.3 

1.4 
l,(~ 

0,8 
1.2 
o.s 

0.8 
1.0 
0.2 
1.0 
0.8 

1,8 
1.6 
0,8 
7.3 

1.8 
0.2 
0.2 

1.4 

8.3 

0.1 
o.s 
5.5 

1.2 
0.3 

0.8 

0.3 

0.3 

2.2 
2.1 
0.3 

15.3 

2.9 

'y Variant 1: The allocation of special increases under Variant 1 is based en 

Totals 
(1)+(2)+(3) (1)+(2)+(4) 

(5) (6) 

:11.9 35. S 
27.6 27.0 
26.o 25. 7 
26.S 25.7 
26.6 25.7 

25.6 25.7 
26.2 25.7 
21.2 20.4 
21.5 20.8 
23.6 25.8 

19.0 13.8 
18.6 17.9 
18,4 17.6 
18.5 18.4 
18,4 17 .6 

18.4 17 .6 
18.6 17.9 
17.8 l,7 .6 
18.6 17;9 
18.4 11:6 

20,7 19.0 
15.l 15.6 
14.3 13.8 
19.5 27.5 
10.8 10.8 

12.6 13.7 
9.6 9.5 
7.0 6.8 
B.2 6.8 
2.7 

8,704.0 8,704.0 

(19. 8'1) (19, 8'1) 

43,784.0 43,784.0 

(a) for the industrial and other developed col.Dltries: in proportion ~o the shares of these countries in their 
respective subtotals of the excess of calculated over present quotas 1.Dlder the absolute approach (Col. D of Table 4 
EB/CQuota/74/2); 

(bl for the major oil exporting co1.D1tries: in proportion to the shares of these countries in the total of their 
international :reserves as of middle of 1974; 

(c) for developing countries; in proportion to the sha?,"eS of these countries in their subtotal of the excess of 
calculated over present quotas under the incremental approach (Col. 2 of Table 2 of EB/CQuota/74/3). 

Y See text, Section 4, b and c. 

Y Member has not yet paid its last two installmeIJtS of subscription. 
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Table 5. Percentage Shares of Members in the Totals of Potential Quotas Based on 
Overall Increases in Size of Fund of 35 Per Cent and 50 Per Cent n 

(]n percentage of totals) u 
··-------·· ----------------- -.. .. ---~··-------~----·--·-·"'- .. ________ , ____ ,, 

35 Per Cent Increase in Fund 50 Per Cent Increase in Pund 
Present ----Tahfe 1 Table 2 Table 3 -- Table 4----

Member quota Vairant 1 Variant 2 Variant I Variaiit 2 Variant I Variant 2 Variant_l __ VarianC-i 
( l) (2) (3) ( 4) (5) (6) (7) (8) {9) 

·---------·-·----·----------~----~·------------·-----··---
A. Jndustria!._~ries 

United States 22.95 21.23 20. a.; 21.57 21.06 21.32 20.98 21.65 21.21 
United Kingdom 9.59 8.61 8.53 8.64 8.53 8. 70 8.63 8.73 8.63 
Germany 5.48 5. 34 5.60 5.54 5. 87 5.31 5.33 S.50 5. 78 
France 5.14 4, 81 4.80 4.92 4.90 4.82 4.81 4.92 4.91 
Japan 4. ll 4.02 4.22 4.17 4.43 3.99 4.16 4.13 4.36 

Canada 3. 77 3.52 3.51 3.60 3.58 3.53 3.52 3.60 3.59 
Italy 3.43 3.21 3.20 3.28 3.27 3.22 3. 21 3.28 3.27 
Netherlands 2.40 2.27 2.30 2.33 2.37 2.27 2.30 2.33 2.36 
Belgium and Luxembourg 2.29 2.18 2.21 2.24 2.28 2.18 2.20 2,23 2.27 
Sweden 1.11 1.08 1.11 1.11 1.16 1.07 1.10 1.11 1.15 

Austria 0.92 0.86 0.84 0.87 o. 85 0,86 0.84 0.87 0.85 
Denmark o. 89 0.83 0.82 o. 85 o. 84 0.83 0.83 0.85 0.84 
Norway 0. 82 o. 76 o. 74 o. 77 0.75 o. 76 0.75 0.77 o. 76 

B. .Q_the!__ IJeveloped Countries 

Australia 2.28 2.12 2.03 2.10 2.03 2.13 2.05 2.11 2.05 
Spain 1.35 1. 38 1.52 1. 34 1.47 1.37 1.49 1.34 1.45 
South Africa 1.10 1.08 1.07 1.06 . 1.04 1.08 1.06 1.06 1.04 
Yugoslavia o. 71 0.70 0.69 0.68 0.67 o. 71) 0.68 0.68 0.67 
New Zealand 0.69 0.62 0.62 0.62 0.62 0.63 0.62 0.63 0.62 

() 
Finland 0.65 0.65 0.69 0.64 0.67 0.65 0.68 0.64 0.66 
Romania 0.65 0.62 0.58 0.61 0.58 0.62 0.59 0.61 0.59 u 
Turkey 0.52 0.50 0.46 0.49 0.46 0.50 0.47 0.49 0.47 
Greece 0.47 0.46 0.44 0.45 0.43 0.46 o.:\4 0.45 0.43 
Ireland 0.41 0.40 0.38 0.39 0.37 0.40 0.38 0.40 1).37 

Portugal 0.40 0.42 0.48 0.40 0.47 0.41 0.47 0.40 0.46 
Iceland 0.08 0,08 0.07 0.07 0.07 0.08 0.07 0.08 0.07 
Malta 0.05 0.05 0.05 0.05 0.05 0.05 0.05 o.os 0.05 

c. Major Oil E:>c£Orters 

Venezuela 1.13 I. 76 l. 76 1.76 1. 76 1. 76 1. 76 1. 76 I. 76 
Indonesia o. 8\l 1.02 1.02 1.02 1.02 1.03 1.03 1.03 1.03 
Iran 0.66 1.48 1.48 1.48 1.48 1.47 1.47 1.47 1.47 
Nigeria 0.46 o. 76 o. 76 o. 76 0.76 0.76 0.76 0.76 o. 76 
Saudi Arabia 0.46 1.57 1.57 1.57 1.57 1.56 1.56 1.56 1.56 

Algeria 0.44 0.70 0.70 0.70 0.70 0.70 o. 70 0. 70 0.70 
Iraq 0.37 0.80 0.80 0.80 0.80 0.80 0.80 0.80 0.80 
Kuwait 0.22 0.84 0.84 0.84 0.84 0.84 0.84 0.84 0.84 
Ecuador 0.11 0.17 0.17 0.17 0.17 0.17 0.17 0.17 0.17 
Libyan Arab Republic 0.08 G.57 0.57 0.56 0.56 0.56 0.56 0.56 0.56 

Qatar 0.07 0.12 0.13 0.12 0.12 0.12 0.12 0.12 0.12 
United Arab Emirates 0.05 0.12 0.12 0,12 0.12 0.11 0.11 0.11 0.11 
Oman 0.02 0.05 0.05 o.os 0.05 o.os 0.05 0.05 0.05 

D. Developing Countries 

India 3.22 2.91 2.86 2.89 2.86 2.94 2.90 2.92 2.90 
Brazil 1.51 I. 76 1.91 1.58 1.69 1. 74 1.91 1.56 1.67 
Argentina 1.51 1.46 1.39 1.41 I.35 1.46 1.37 1.41 I. 36 
Mexico I. 28 1.32 1.32 1.23 1.23 1.31 l. 51 1.23 1.22 
Pakistan 0.80 0.72 o. 72 o. 72 0.72 0.72 0.72 0. 72 0.72 

Egypt 0.64 0.60 0.57 0.59 0.57 0.60 0.58 O.S9 0.58 n Malaysia 0.64 0.62 0.60 0.60 o.53 0.62 0.59 0.60 0.57 
Chile 0.54 0.57 0.57 0.53 0.53 0.56 0.57 0.53 0.53 u Colombia 0.54 0.52 o.so 0,50 0.48 0.52 0.49 0.51 0.48 
Philippines 0.53 0.52 a.so 0.50 0.48 0.52 o.so a.so 0.48 

------· ----
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n Table 5 (continued). Percentage Shares of ~!embers in the Totals of Potential Quotas Based on 
Overall Increases in Size of Fund of 35 Per Cent and SO Per Cent 

(_) (.!..u_e.r:.~entage of totals) 

----------·---------------------------·-·---· ____ , ____ 
35 Per Cent Increase in Fund 50 Per Cent Increase in Ftmd 

Present -~Tel Table2 ___ 
Table 3 Table 4 

Member quota Variant l Variant 2 Variant l Variant 2 Variant l Variant 2 Vari~\'ariant 2 
(1) (2) (3) (4) (5) (6) (7) (8) (9) 

·---·----
D. Developing Countries 

( contfoued) 

Thailand 0.46 o. 46 0.44 0.44 0.42 0.46 0.43 0.44 0.42 
Israel 0.44 0.51 0.55 0.46 0,49 0.50 o.ss 0 .46 0,48 
Bangladesh 0,43 0.40 0.38 0.39 0.38 0.41 0.39 0.40 0,39 
Peru 0.42 0.41 0.39 0.39 0.38 0.41 0.38 0.40 0,38 

· Morocco o. 39 0.39 0.38 0.37 0;36 0.39 0.37 0.37 o. 36 

Zafre 0.39 0.41 0.42 0.38 0.39 0.41 0.42 0.38 0.38 
Sri Lanka o. 34 0.30 0.30 0.30 o. 30 0.30 0.30 0.30 0.30 
Ghana o. 30 0.28 0,26 0.28 0.26 0.28 0.27 0.28 0.27 
Korea 0.27 0,38 0.45 0.32 0.311 0.37 0.46 o. 31 U.37 
Zambia 0.26 0.34 0.39 0.29 0.33 0.33 0.40 0.29 o. 33 

Sudan 0.25 0.22 0.22 0.22 0.22 0.22 0.22 0.22 0.22 
Uruguay 0.24 0.22 0.21 0.21 0.21 0.22 0.21 0.22 0.21 
Trinidad and Tobago 0.22 0.20 0.19 0.20 0.19 0.20 0.19 0.20 0.19 
Viet-Nam 0.21 0.22 0.22 0.21 0.20 0.22 Q.22 0.21 0.20 
Burma 0.21 0.18 0.18 0.18 0.18 0.18 o. 18 o.rn O. lY 

Jamaica 0.18 0.18 0.18 0.17 0,17 0.18 0.18 I 0.17 0.17 
Ivorv Coast 0.18 0.18 0.18 0.17 0,17 0.18 0.18 : 0.17 0.17 
Syrian Arab Republic 0.17 0.17 0.16 0.16 0.15 0.17 0.16 0.16 0.15 n Kenya 0.16 0. 17 0.17 0. 16 0.16 0.17 .. ·o.17 :.' 0.16 o. 16 
Tunisia 0.16 0.16 0.16 0.15 o. 15 0.16 0.15 0.16 0.15 u Dominican Republic 0, 15 0.14 0.13 0.14 0.13 0.14 0.13 0.14 0.13 
Tanzania 0.14 0.14 0.14 0.14 0.13 0.14 0.13 0.14 0.13 
Uganda 0.14 0.14 0.13 0.13 0.13 0.14 o:13 0.13 0.13 
Singapore 0.13 .0.23 0.31 0.18 0.24 0.22 0.32 0.17 0.24 
Bolivia 0.13 0.12 0.11 0.12 0.11 0.12 0.11 0.12 0.11 

Afghanistan 0.13 0.11 0.11 0.11 0.11 0.11 0.11 0.11 0.11 
Panama 0.12 0.14 0.16 0.13 0.14 0.14 0.16 0.13 0, 14 
Guatemala 0.12 0.13 0.13 0.12 0.12 0.13 0.13 0.12 0.12 
El Salvador 0.12 0.11 0.11 0.11 0.11 0.11 0.11 0.11 0.11 
Cameroon 0.12 0.12 0.11 0.11 0.11 0.12 0.11 0.11 0.11 

Senegal o. 12 0.11 0.10 0.11 0.10 0.11 0.10 0.11 0.10 
Costa Rica·.· 0.11 0.11 0.11 0.11 0.10 0.11 0.11 0.11 0.10 
Yemen, People's 

Pem. Rep. of 0.10 0.11 0.11 0.10 0.10 0.11 0.11 ·0.10 0.10 
Liberia. 0.10 0.09 0.09 0.09 0.09 0.09 0,09 0.09 0.09 
Ethiopia o. 09 0.09 0.09 0.09 0.08 0.09 0.09 0.09 0.08 

Nicaragua 0.09 0.09 0.08 0.09 0.08 0.09 0.08 0.09 0.08 
Cyprus ·0.09 0.09 0.09 0,09 0.09 0.09 0.09 0.09 0.09 
Malagasy Republic 0.09 0.09 0.08 0.08 0.08 0.09 0.08 0.08 0.08 
Sierra Leone 0.09 0.08 0.08 0.08 0,08 0.09 0.08 0.08 0,08 
Khm.er Republic 0.09 0.08 0.08 0.08 0.08 0.08 0.08 0.08 0.08 

Honduras 0.09 0.09 0.08 0.08 0.08 0.09 0.08 o.os 0.08 
Guinea 0.08 0.07 0.07 0 .. 01 0,07 0.08 0.07 0.08 0.07 
Jordan 0.08 0.08 0.07 0.07 0.07 0.08 0.07 0.07 0.07 
Mauritius 0.08 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07 
Hali 0.08 0.07 0.07 0.07 ll.07 0.07 0.07 0.07 i 0.07 

Bal1amas 0.07 0.09 0.09 0.07 0.08 0.08 0.09 0.07 0.08 
Guyana 0.07 0.06 0.06, 0,06 0.06 0.06 0.06 0.06 0.06 
Haiti ·0.01 0.06 0.06' 0.06 0.06 0.06 0.06 0.06 0.06 
Paraguay 0.07 0.06 0.06 0.06 0.06 0.06 0.06 0.06 0.06 
Burundi 0.07 0.06 0.06 0.06 0.06 0.06 0.06 0.06 0.06 



20 -

Table S (concluded). Percentage Shares of Members in the Totals of Potential Quotas Based on 
Overall Increases in Size of Fund of 35 Per Cent and 50 Per Cent n u. 

-.. -----··-------·-----·----·----------------·----·-·------·-------
35 Per Cent Increase in Fund 50 Per Cent Increase in Fund 

Present Table 1 ---·--·Table,,--- Table 3 · Table 4 
Member quota Variant 1 Variant 2 Variant l Variant 2 VariantT-Variant 2 Variant 1 varf",iiii:-i 

(1) (2) (3) (4) (5) (6) (7) (8) (U) 

--·---~---
D. Developing Countries 

(concluded) 
··--

Somalia 0.07 0.06 0.06 0.06 0.06 0.06 0,06 0.06 0.06 
Rwanda 0.07 0.06 0.06 0.06 0.06 0.06 0.06 0.06 0.06 
Togo 0.05 0.05 o.os 0.()5 0.05 0.05 0.05 0.05 0.05 
Malawi 0.05 o. 05 0.05 0.05 0.05 o.os 0.05 0.05 0.05 
Gabon 0.05 0.06 0.07 o.os 0.06 0.06 0,07 0.05 0.06 

Hauritania 0.04 o.os 0.05 o. 04 o.os 0.05 0.05 0.04 0.04 
Dahomey o. 04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 
Congo, People's Republic 

of the 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 
Chad 0.04 0.05 0.04 0.04 0.04 0.04 U.u4 0.04 !l. 04 
Central African Republic 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 

Upper Volta 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 
Niger-. 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 
Laos 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 
Fiji 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 
Barbados 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0,04 

Nepal 0.04 o.os 0.05 0.04 0.04 0.05 u.os 0.04 (). 04 
Bahrain 0.03 0.04 0.04 0.04 0.04 0.04 0.04 0.03 \),()4 

Yemen Arab Republic 0.03 0.03 0.03 0.03 0.03 0.03 0.03 0.03 U.03 
Lebanon 0.03 0.06 0.08 o.os 0.07 0.06 0.09 0.04 o.o6n 
Equatorial Guinea 0.03 0.03 0.02 0.02 0.02 0.03 0.03 0.03 0.02\ 

Swaziland 0.03 0.03 0.04 0.03 0.03 0.03 0.04 0.03 u.030 
Gambia, The 0.02 0.02 0.02 0.02 0.02 0.02 0.02 0.02 0.02 
Lesotho 0.02 0.02 0.02 0.02 0.02 0.02 0.02 0.02 0.02 
Botswana 0.02 0.02 0.02 0.02 0.02 0.02 (),03 0.02 0.02 
Western Samoa 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 

---·----------------
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' f' l\ -'_;..• I.· · .Introduction , ,, 
•., ... h.· 

,:. ·- .. _-;·: 

;: :, In: his StatementLof ·N0ve:mper 14,. 1914 .. on._~!llepdmeµt o°f. 'the 
0

Articies ... 
of Agr·eement (-Buff 7,4/136), ·the Managing D11:ector-.,s,uggested that .. pr:Lo.r .~o 
the£' 'f:frs:t ,meeting 1of the Interim Gomrrtit.t~e· t:he Exeft!-.tiv_e ·nfr,ecto~s might' 
wish to study closely' inter. alia,. the need for: a.µiendment in .. connec.tion 
with the payment for increased subscriptions in view of the existing. . . 
requirement that a proportion of the increase must be paid in gold: it was 
also proposed · that the~,-staff ·· submit a memoranclum dea],_ing . fully with this 
subject. The. ExeC.ut;ive D:i:re~tors welcomed this proposal, and several 
among them requested that the ~tai'f ~emorandum···also'''discuss the possi
bility of attempting to arrange for a quota increase under the P1:'Fsent. :. 
Articles. This memorandum, therefore, outlines the main issues connected 
with ;the _payment of'the ·gold portion Cof ,inc,reases in quo~§I.S..- bp:t:~ under 
the pi;~sent· Articles and under:amencl.ed ·Articles . .": 

The actual size and distribution of quota incre,jise.s ;ill be ;eie.vant 
tp_ th~ pi.ethod of handling subscription payments. Precise proposals as to 

, the tne'thod' or ·combination o-f.'. methoqs ,: to be empl:oy~d for these payments 
miJ*t best wait. until 0 the igize ·. of; the increase and, its d_istribution 8:lllong 
members are more clearli a.elineated· ·and until the .natu:r:e of. any am~ndm,.ents 
and their P.roba'.ble' timing· are bet-ter known., · In J.:.h·:lt? memo:i;-andum.,. and . 
purely 'to: :·i:1lust::rate the overall .magnitudes involved.,:· it i/3_ ,aSSU.Uied tha't 
the gold portion: of increased subscription payments;. would :_be, of ,the· :ordE=r 
of SDR 2.6 to 4.4 billion. These figures are derived from overall increases 

-- of _about-,35-60 per·. cent .. ov.ei-.. the pr~~ent size of the Fund of SDR 29 .2 billion. 
The"se p:e~:~en,5a.ges. lf.e:·in· the _middle o'f the· rangI)of over;a1i:·lncreases .... 
discussed so f·ar in the-Committee ·Of -the·Whole.-: ... :'.; :.'. - , : <, ·. 

·,··' ' 

~·· r , ._ . , 

. !/ The gold pcfrti'on would be about $DR 300 .million. for ea~h 4 per C:ent 
:_6:t'"1riciease' over:present':qaoi:as~ ,'.. ,: ,, 

.I .; . :~· ~ ~ ; ., • r; ; ·: • ' ' . : ·..:, . l .. 
• l ! ; ~ . 

: • ; ---~ :_ • 1. . "~ ) 
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The main issue with gold payments arises from the obvious fact that 
members are unwilling torelinquish gold at .. its present official price. 
However, it does not follow from this that arrangements for the payment 
for increased quotas necessitate an agreement on some form of "unfreezing" 
of official gold hoidings or .. an understanding on the future role of gold 
in the internationa:i· payments me'chanism, however des'irable this might be 
for other reasons. This memorandum assumes that the present unwilling
ness to use gold will -peirsi~t ·, · although 'if new prov ts ions on gold could 
be agreed for it1co:rporation_into an amendment,_ the r?nclusions reached 
on quota payments may well need to be reconsidered.-:-:- · . , , 

Section II of th:fs·:.,paper · discusses various· devices for arranging 
for subscription payments for quota increases. Section III deals with 
the use of SDRs and Section IV with·• other :techniques that might be 
available under amended Articles; the discussion in these two Sections 
assumes that, by amendment, members would be authorized to use SDRs 
instead of gold in the payment of increasea quota subscriptions and that 
the Fund would be empowered to allow, at its discretion and in circum
stances a.s yet ,to be defined, some or all members to use the currency 
o{ a ,credi_t:cfr' member\' .o'i 'their2:?wn currencyr,.""·for all or some ot the:· gold 
portion of the (iuota' increase:·- Other techniques ·that would. require. 
amendments are alsb disctissed briefly ih. Section . IV.. The final Se~_tion 
summarizes the main ·\:onclusforis of the paper.· 

II. Quota Pa,yments under the Pr,es¢nt., Arttcles 
·. of Agreement·· .. ; 

1. Past Practices .,. 

In coririectiort· with' past general quota. review~.;; the Fund ado~~ed 
certain procedures to mitigate:the effects-of.gold payments.both. on 
members with low reserves and on reserve centers' gold holdings .... Five 

. tec~niques w~re used: . 

. . (i) The reduction, of the gold payment., consi_stent with Art:i.cie ti;t, 
Section 4(a) ,· in the proportion,·by which· a .. member's monetary reserves 
were less thari its new .quota,,. thus in :effec·t· a;llowing these members. t(?,,,. 
subsfitut:e ·their· own currency :for gold •.. The. quantitatiye role o.f this 
inst~ument ·was· insignificant because, it applied only to. a.relatively 
small 'number of members and to the proportion by -\ol_hich a 1 .member's · 

. . -· . : ·:~ ' ' 

1/ The main-issues-relating to the future.arrc1rtgE:Il).ents for gold are. 
listed for discussion in a separate staff .mcamo:i:,andum (EBS/74/41~, 
November 15, 1974). · · -

.. 2/ A first ver.sion of a possible amendment on quota subscriptions is 
contained in DAA/74/3 dated July· i6, _1974. · Execu·tive Direct~rs discussed 
the first version on August 15, 1974 (EBM/74/104).. The.broad descriptions 
used in the text of this present paper may not, of course, c~rrespond with 
the final form of an amendment. 

0 

0 

0 
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mpn~tary reserye~ were·b~~ow···~ts· new quota)/ ''For;:this .'reas~n; while'.! it'~ 
cotild)'be used'' ag·ain fo'r' some in~mbers,-'it:could ,not:prov·ide · any gener,aL · 
solution. 

(ii)· :The' alleviation cif·tbe-effect of-gold.i subscr:iptions·.on metnber-s 
with low reserves 1;,y means of a special-unconditional drawing·facility 
under wbieh· these>memb~rs·: could' purchase the 'ctl.rrettcy' 'needed to'. bUy• gold 
for quota payments f rotli ! other' memberi. . : while thiis. measure·. did 'not' reduce 
the amount of gold paid to· the Fund, it had· i::he:"effect of ·a1llowing .. these 
members (at least initi'ally} ''.to·: finance .. the·: :gold 'portion of the:L.r quota . 
incre.ases '<J~f.~h. ~~e~r~ own currency, without ,~educing their ··accegs, to the 
regular credi f · ·t r!U'iche$' ~ . · Thes·e speclal drawings: 'also· had: the , result of 

· :i::ed'ucing; tfui;· Fun~'s'. poiding1s·'4f usable: curren'ciee( proi ·tan.to,· thus· in . 
ef(ec:t increasing' the. ne~cf fof'an'd''fa'c11itaUng ·replen'i:-shment ·b"y gold,,,:,..1 
sales under (i:ti) ·below~·; '<.: : .. · . ' . ,; ,, ::.:. • : . 

•• :· , .. • . - • '·.'.·; •••·• .• ·.1 ·•·.· .•• ,.,,· :, ·.·.,~~ ,, t .·.·, _,. - ' -.·.,_;[,';:~-;.·· :;.:[ -

.. . (iii) •• the: lllit;lg~t10ll: :O:f tht '.fmpac't: Of 'go:ld payments OiJ.-thEf gofd I-' 

holdings of. meillber!3 '.by' the ·Fund selling some o·f · its gold ·back' to. members, 
witf ~et ~reditor. 'po'sitiot:1$ to the extent :that •itJiey:, sold· gold to. members' 
.need_ing--'rt 'for quota' pS:yiriertts, thut iildirectlj," accepting creditor' curreri::.. 
ciesi ,in p~yment ·of '·quota: :l.ttcrea·ses' instead of. gold. 'As, indicat~d,'' to .... ,·:, 
some ·~xfent · this techtiique ·was· 4sed in~ 'c·onjunction with: ·.(ii) , 'above. ' The 
legal .basis £di this:· Iliftigation t1echn:1:q\.ie :through,'goic:l !sales· wasi ttte· .. ',. 
replEin:fshment of: eutria.nc!ies -'tinder Article VII\ S~cftioii ,2,(ii) ~ .• Of· an.··"· · ' 
te_chn:i.ques··~sed it, ,·h~~·:·.b:eeri quantitatively· the·most •importantf·nevertihe'less, 
the' net remissic:>n' :of· 'gdl!d ;hafi ·not oil average· excielieci one-fifth of: the: .:: 
g~fct·port~on ·of 'past 'qtio6i :increases. ·?f. · · '; 1 =- · '•:: ;,;-• ·, : ·. •: ,,.- .... :, '?. .!.' 

• ! ' ' , • _: . / 
1,~ ' ;_. ; ', : • · '"I:,,'.~- ; . 1 , J,. ~ ~ \ ,t~,_. <' .~ • - : •. '.,!.::•;;I, 

.. :",·::,_:;,~ .. (iv.)'. The· ~itigat:i.ifo''of the'· ·ini:pa'C:t' of<a:. quota··:increase•''on the go·ld: 
""~pld;Lngs of' r·eserve 'cent:ers bi.the Fund placing s'onie gold iri'<the ·fo·rm ·of·. 

a 'gener.al ::deposit \,.:i:th the r-es'erve··cgnters~· 'repayable' on·idemand, :thus· iri' 
~~,fee-t:accepting':gold ·ciaims in''.pl:ace:·or some: ·part' of< tne':~old portion,•' 
o(J~e ,q~~ta _'':i~~r~a·s~ . .. This \,~s .'.~. h:iihlj, "~7~~rover,sial in~~hod cff miti~ation, 
wh~cli was used' .. only once and not 'repeated.- · ·, Since it creates .a·-claim, by the 

'. - : ; . , , .: , •: -·,:1~· ~ .•. ·:~:·) •JI• ~\.,.;:, .··i.." ..... ,' .. .' 

.. ' .: ).~ : 

l/ Ori. the one occa$ion wh~O:: ft ·was· applied'., the reau'ction·:of gold payments 
w~~ ~'.qtial to 'SDJ.l'':31'. 8' .1:niliion, or 12 per· cerlt of 'the qtlo·1::a: increases. of: ·:the 
mell)o~r1:t'''.to ~hich· it applied~-, : · · · '· · · ?" 1 • <: ' - · · ·.; . ' '· ' : ; 

.· . 2/")~h_e technique: wis. no.f ·based ·'on· a specific "piovision of 'the, Article's 
bu.'t on ''an 1Iit'E1rp'retation by ;.the '·.Ex~cut'i~e 'Direct'6'rs ·of the ·'prdvt.J,sions · o'n 

, 'the/fo~ni ·of piiyments :artd :the purposes iif· the 'Fund/' This partly explains 
.1why \mder the ·First 'Amendment a <qualified ·majority of ·'85 per·,c'ent of to(al 
votitj.g. power .:Jas .. ~ntrodticed 'in ·,;Article' ·I·II /''Section 4 ( c Vf or; any '·decisions 
dealing with"the ;payment, or· ma'de witli the '·sole purpo~~ .. o'f :·mitigating ,the 
~f fec~s ·of the payment,of increases ·fn quotas: propose:d::as a,:result of 'a' 

general ·review·of ·quot·as. ,.-' ,,.,-· . •;;:: 

. ·, ~~ ' 
·.·.,; 
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Fund. to future transfer$ -.of gold; it would no doubt r.aise. the same kitiq 
of issues that present_ transfe:rs. of gold woul,d cr~ate and is not pursu~.d 
below. 

(y) The, payment of increase by installmE!nts .. (see /\pp.end ix) •. 

· The possibility of -fll+eviating gold payi;;~il-t~ in the present situa-·· 
tion are examined in the. remainder of this Sect~ori. · 

'. 

2. _Large-scale replenishment,of creditor.currencies 
. . 

.. If. gold received_ by _the~ 'F'.1Jnd were t~ b~ itrtmedi?tel.Y. re~urned to 
members through·repl~nishment operations, such sal~s normally wou,ld have to oe 
confined -to members _,.,hose curren~-ies are ,heid. belo_w 7_5 per cent of ·quota_ 
and be limited to amounts that wou'id not rai'se the· F1,md I

S holdings abov:e. :· 
that _level. The te.~hnique would be as follows: ori ·the' same vaiue date,· 
a creditor. member would. _se'11 .gold to. another member againi:;t. foreign 
exchange, that.other.Il!ember . .would pay the goid to, the Fund, and the Fund. 
would -replenish its lloldings of ~he'creditor member's currency by gold. 
The gold t-~ansfers could· all be mad~ at the official price. While the{ 

0 

gold' holdings· of th~- cr~d.itor members would rem.ain: unchanged' tti'eir s·tiper 
gold tri3-nche positions wouI,d decline_ and fhe-~r foreign exchange' h?ldi~gs 
(presumably U.S. dollars) would rise. If the er.editor member was ·a _· 0 

_, .... rta~e:r:vta center,. ,these operations might mean._a 'reduc,t,io~- f?- its official ', 
-. lic9:~ilities matched by .a, reduction in its Fu!,ld position.- . In the PBrSt,. 

creditor membe_rs have .. often resisted reductions .in· their creditor · · 
positions, and recently an Executive Dire~tor s~ggested that a cred.itor · 
should have a veto over reductions in connect.ion with · subscript'ion · 
payments. Thuei, to _make large"'.'scale 'I'.eplenishment possible would require 
a: willingne_ss _9n .the par:t of creditor membe:r:s . both to ac·cept; tpes_e changes 
in the ,compos:i,t_i(?µ, of their. _rese~ves and also, to coop·erate fully with the 
Fund in what, would be a'_ lar.ge nu~ber of. complex o,peratipris. _· Moreove~' 
since. the intention .would be. to eliminate completely the receipt of gpld_ 
thil:l method _might also be open to the, objection that it might be_ inc.on- · 
sis tent with the intent of the existing Articles. · · · · 

Further.more, a_. serious p:r:acti'cal obstacl_e' to a general mitigati~n- · 
' '' _operation with gold is the fact that, at. the' present time, super gold 

t_fJln~he_ po_sitions in .the aggregate are just a ·_little oyer SDR 2. billi<;m; 
the maximum aggregate-,o,f q11,ota increases .wh:J.~h -~ould _be· handled 'would°· 
thus, pd.ma facie, be about SDR 8 billion, or.about 27 per cerit over the 
present size of the Fund. Such an absorption of all net creditor · 
positions would entail very' d!fficult co.nsequences for. ~embers, indebted to 
the Fund: they could no. longer· count on being able to repurchase with · 
curren~ies but might be forced -to use _SDRs (or even go],d) to fulfill.· 
their repurchase .commitments. Outstanding purchases .have exceeded the . 
amount of aggregate net creditor positions to.a greater or. lesser degreE! 

'!/ If 1nyment to the reserve center were made from de~osi.t-s :iri1::H-re:' 
Euro-cu:.:-.::-i..:i .. cy market, the reserve center's official liabilities ~ould 
not be reduced. 

0 

.. 
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fQr many yea.ri~;; mainly'.~$ .. ~ result of pieviriii~· t'~plEirtishmerit;·tr~nsactions 
with go~d: fiof/~iiy 'c<.imp.ertsate~ 'for. by a';i:'1~~ ,o(goid to _the: '~t{a:: i;n ·,, 
repurchases •. ~ This. imbalance. ha~, howeyer,. . so_ .far Qe~n only a ,potential 
sourc~ of diffi_culty sin~e outst·andit1g

1 

drawirigs'·'t:encled''to_ rise_ over time 
and .reductions in outstanding drawings, such as those. that occurr.ed in 
1971;..72; wer'e only te:mpe>rary. _ Never~pe,leGs, as ·a safeguard', it_ would 
not' b'e advisable to 'reduce· ne't ·creditor· positions thtt>tigh replenishment 
to 8: level much below: ·sni.l 1 billion·~ . Thui;' with such a limitation~ . . . 
aggregate_ quota increases.· could t1d( ~o :inuc:h beyo~d _SDR. 4 or 5. billion, 
o:r 14-:-17 per c~rit over ·the pr<:!seri.t levei ·at _the ;present t;Lme unless riet 

' creditor. posit'ions were to 'be greatly enlarged before 'subscription' ' ., . 
payments. wer~. made. ' ' ·' . ' ' . ' . 

. ·~ - . ' . ' . . . ., 

3. . Repl~rii~hment Act!om.pini'ed by the Expansion of 
Creditor Positions 

r:f..~r~dit6~:·p6i:i.'t:fons were to. h~ expanded, ~ither''~J a result of 
the ~xparis':ton. ~f . pui-chases that w~uld pe expected.' 't:o, follow a general 
quota·. increas~. or 'delipera_t_ely in order · to create· additiom;il room for 
the repfenisi:i~ent operat'ioris described above, creditor members might_ be' 
more willif!.g. to cooperate ill; ·.t,hese .operations. The. _following tecl!niq~¢s 
might be· :envisaged. . ·· · ·· • ·, 

.,·· ., . , , r 

Ci/ One, appro~ch might be to ·authorize ari 0'1erall
1

inc~-ease of the 
Fund's quotas _commensurate_ witli the _needs ·of th~ next. quinq~,ent1ium but 

'arr,ange for all membeis to take :up 'tihe:Lr ·authorize( quot·a in unif<;>rm' .· 
proportionate installinents'·as and wheri rJsirig _pur,chases ·on the Fund wo_uld 
have led to enlarged net creditor positions' which woold o'pen up leeway 
for further mitigation operations by replenishment. For example, a 
first :Lis~allment of 15 per cent could be arranged at once~ with the 

.·.t:'emainder .following in seve;~l. sma-;I:ler steps after review-by .the Execu
. tive Directors, say, .. each half-year thereafter, pro,,d.ded that net_.·. 

creditor po$it:i.ons had increased by' say' SPR 500 mill,ipn !:Jin.Ce the . ' 
previous instail~ent~ This -p~ocedur~ would',. of ~ourse, ··be inferior to. 
a on~e..:.and-for..:.all increase: it would stagger iricre~ses forme~hers 

, .that need to use the Fund's resoiirc~s; it would prolQng the _ij.dministra
. tive and. operational diff_ic11lties: and it woulc( fail to achieve some of 
the major advantages of a <j'efinite and subst:~n-tial effect::Lye' quota 
;increase. · · · ' · · · · · · ' · · · · '· 

. ( ii) • Another 'appr~ach wdulcf be. to _adopt 'a sipiilar ;echnique. a~ in 
. the past. and permit members t~, dra~ on, the .. F.und iJ1 c'6'p\_lection with; their 
gold subscr:Lptions. proyided 'th~y had a :balance of :·payments need to do so. 
The me~han_ics of such an ·oper~tio1·( could. be· as :folI9ws: on Jne·.same day 
and for the same SDR equivalents, $UCh a, member wouid' dra~,.f a rtet creditor 
currency from the Fund, use this currency to. purchae;e gold from the · 

1/ At the end of October 1974, outstanding balances (other than under 
the Oil Facility) and subject to repurchase were equivalent to SDR 3.9 
billion; super gold tranche positions were equivalent to SDR 2.1 billion. 
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is.su~r. of: thB:t currenc;y, aµ,d. J;>ay ,.the gold to th~, I:µnd, ,_wh:1,~~- t'!,le Fund 
·would' r:~P;t"enish the .. s.ame cr~d'i,to;r cur1=ency wi~lt:the go,1/:\, re.c~ived •. •' As . 
a resul~ of .. all Jhese t:ransac.~iops ;the Fµnd position an;,:· tl)e gol~ · , 

. holdings o( the .. ~~t .c.redftpr:· 'countjy would 'reD!B.iri µn~~a~ged; the ' .· 
pur.c~asi111f memb¢t: would(, i1r·p·~actice, be. inc:pfa,si~g 'its. _qu_ota _by p~yi11g; 
the.gold portion with its own currency, and ·1t cciul~ c9mplete ~h~. c~rcle 
~y repurchasing -it:~ pur~h;u~e; y_i_~~- SDRs·, eith,~r at <>nee.,' '·or at a ·1at~r -
stage,. ·c,onsi'~~ellt with tµ¢' 'Fund's·. pol;l.cy for repurcj:lases .' . Member~ .. ' 
drawing Oll their gold ,tran:4ju:{ j>ositiQD,S would have tQ IQeet· the require-: 
m~rif -~f. ne_ed, -~lth~~glf t~{ runci_:cou~d .no~. _chal~enge_ their repr~sentati~n. 1/ 
But the lEagal_ requi:r:em.ent ,pf cond.itionali,ty applying in the .creq.it tranches
may make it di'fficult"c:,r' undesirable for debtor' members to use this 
technique. It may, however, be estimated that mitigatioh dperations'of 
the order of about SDR 1 b:iJlion_ could be cond~.cted by ~embers .with 
gold tranche positions·.· · 

(iii) Other ways to en,large n.et creditor positions could be 
envis,aged. in' connect:t,'~~ with the Oil F~cility •. One method would 'be to 
use the Fµp.d's· currency' holdings to ·fin~:rtce at'_least .part of·:any··faci1ity 
agreed .for' 1975; 'another method would' t,'e to' trari.s'form a considerable . 
part of existing loan claim~ o~··th'e F~nd / c~eated under tI-.i( Oil Facility, 
into super gold tranche p6s.itions •. This'' <ioilld be done by using th·e ... 
currency holdings of the Fund to repay outstanding claims ·on'the Fund~ 
In the_ f~rs.t .Pl:.ace. this tecb_nique could be applied to. financ~ quota 
increases of tne'niajor oii exporters,·canada~ and the other members 
that' pres_ently lend u~der the' f~c~Jf.t1 ~. alt~ou,~h- other creditor . · . 
curr~ncies .could also be involved.- It might, however, require a change 

. in.:t.~e ·Eax_istJng rat¢ ·of're~U:neri'ition~' .. •,. ·.·. . . . . 

. 1/' C::oJiditionality of credit tranche purclia~es, became a legal requit~ment 
pu;s~a'Q.t t.6 provisi6ns of· :the.: Fi~~t Amendment to·· the Articles of: Agreeftlent, 
in particu.la:t br the add:i.tibn cif'' a new Article V, ;,S~ction 3(c). > '.. . · 

.. 2/ .A' co~versi.on' o:f 'loait claims oii' the F\ihd into super gold' trati'che 
position~. coutd be: l:irrJnged und~r existing loan agreements as f ollow's •. 
The Fund ~ould a~:iow:membersto make 1purchases under the same conditi'ons 
as exist fo:r the.'6riginal purchases under the Oil Facility: These · ' 
purchas·es would. be financed· from tne Fund's· holdings. of 1end~rs' · curren
cies. The proceeds would be used immediately to repurchase the original 
Oil F,Pc.ility ;,.,;he .. ,fyn~. woul_d, :upon this repur~haseJ. be entitled

1 
_to repay 

the lenders •. Of course, the·c·o·op·erat·ion of each· lendirtg'member·would be 
. • ' • • . ,' • ' ' .,. :''f .~. ' ' " , ' I ' • "• • • ' • • • • • ' • , • 

: required .to. achi.ave ~ t.:his _C:_onversio!). of· loan claims and to a_rrange the 
related mitigat:tpp,:hP,er~d.ons. in :s9ld> ,. T_h1s· ,co~·pciration wou.~d'. be .• · 
similar, to ·that required from' other net -creditor mei:nbers tind'er any 
scheme. of mitiif~tion 'by the sale 'of. go lei': . ' ' . . . . . -. , 

"· . .. . ' . . . ,: 

. .:;·. 

"" 6 

0 

0 

0 



(J 
u 

0 

0 

'· 7 

It is evident that the arrangements discussed in.this.Sectipn 
·s~:i:'fe't f"rom' substatitia~. -d~f¢c.t.s/': ~h:~y· ~r~. aii'..:1A'i:e~~~d 'to ac~!ev~ .. the 

~- CO~p;tet:e abandonment p:f' gql<:{ .. p~yµt~hts'. fol, 'q~ot:a. #ic~eaSl\!S. and t}:1e, subs ti
: .' . tutfon. for gold . of creditoi· currencie's ·~ members} ·ow'· currencies;·,.· and ' .. 

, 1 .:.1·' ,,,i ,' 1· ;·:·;·r . .' ;,·) ·.,, '~.,t~r, ' .. ~ ,!) •.,;' .. :.;, : • ,•,. ,_ .. 

possibly (by subsequent repurchases)· of SDRs. They would entail· 
. considerable, and perhaps_ unm.anag~able., operational .. complexity, and 

··.1 ·they''~riuld. reqti.ir~ very ae'talled' dis~iission 'and iiegcftiati~n~ The time 
' : ',i I f" } ' i • , .. ' . . ; . '. ' ·. "· ' ; .'' .s ' ,.,• . ' ;," '1 ' • ' \ •• • ~ ' • I : • ,, .' 

and:effi:,rt: devoted :i:o·establi$hil:ig'sµcn.arrangemen.ts.could.more,profit-
ably'';be' ~niplci~~:;;c( 1.n·. ~eeki~g 'a' consensus·''bn 'a set of amendments' . ~nder ,, '' 
which a quota· increase could be arranged in accordance with .. the·· · · · ·' ·, 
amended ~ticles, .,and frpm which .. much-wider 1:>eµefi~s, cc,uld, .l;>e de,,;ived. 

",? 1 •,: ~ ; ; • •,, , , • ; , ( :, ,, •. , " ; •• , ' •, "'.. ' ' • ' ., , • • •I• ; 1, •' ~ , •• , • ' r, , > '. ~ ",'- , ; 

'• . :,; : ·.l :. }- · .. <···;"' :.~n .. :·: 

1. 

,.~ ·'III~ · ThecUse·of 1SDRs m: Quota·,Payments
Under .Amended Articles 

General Consider.atidns 

·, . 
,/1" 

;:; . . ':. 

This Section discusses the use of SDRs to make quota payments, which 
is not, of course, possible un:der'··the'.ex'ist'ing Articles .... The main aim1'of 
the amendment proposed in DM/7.Al"J. i!:/ .. t.9 .. a:J.lqw_.':J:i>.)~robers ,:·-at; ·,'.their,- option, 
to substitute SDRs for gold; it is also envisaged that the Fund would be 

· .. :,.empowered ;to :accept,. af.:\fts option;·1currenciesof ·-other,members!·1or the 
membe;r,'s :own currency, iti'cir'cunistatices and :under: conditfobs :which r,· ,'.c 
remain. a:s .·yet · to be defined ~1 ·, ·It· should >be not·ed ·:that :·the ,ft>rrii :,of·~:the· . 
proposed·: .. ameridment ~establishes, a: presumpt·ion -in ·favor-· of· t·he •tise df .:sDRs 
arid accords the use· of cutreneie·s ':a somewhat secondar'y role~':. This .,, ·,:;: 
implied)pref erence' ;.for -the use o·f --SDRs, '·rather. than currencies 1s· ·. .. ~- ' 
discussed :in:more· detail in Sect'ion lV, paragiaph"·3~ below~:. At thiif ~,,-, 
point'~ it·-i's suff±cient'to'.·-d·raw a:ttentiori- ·to'·two• aspects .of,:.sDR ·use 
in quota payments·:,,the, abiility· :to use SDRs·-will assist ,:fn r:promotingii. •· 
the status and usefulness of the asset, and the Fund will receive an 
asset ,With wb'ich, subject :t;o, 'inenib'ets t·:accepf•ffCe; '.limi~s, -:ft' 'cim ;' :.'.:) , ... 
,replenish its- holdings . of usable currencies.;.- · · · ·. · · , .. · ·-- ' · 

:. ') :· . ., .. ,. i ::.:::~ ;;' ·.; ~ ,., . 

· Nevertheless, · the .use· of SDRs ·iri: -subscription -payments does .give ·' 
riae::to.a series of, issues'.tha:t·are,,each :discussed•.in-more·deta.il .in··· 
the: 0 i!:'em.ain:·ing paragraphs ·of :0this' Sect:l<:in.· ··These :ire: .. , ,--: 

:·' ·'· :i· .. : ' . •.'.f" ·; ·:-1: 
•., , (':i) . ·A "'consider·able ·n:o.mber· ·of· members,· (including the· nine inen..; · 

participants) do not hold sufficient SDRs to',pa:.y 'the !go1'dr' ··por'tiorl:s<·,,··.: 

1/ ;·SDRs ,may also J by a:gr,eenient :with th'e ·-purchasing member., ·be ,transferred 
direct·l:YI in ,,purchasee;. ··.···:This ::is· 1sim:l:lar to, :replen:f,shment·,i b.u.t . the d::lDRs.: 
transferred would presumably be directed to participants through :the. 
designation process rather than their recipients being selected by the 
Fund on a basis related to the currency holdings of these membe~s in the 
General Account. 
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that would fall due if the overall quota .increase. was of the order of 
35-60 per cent, . as . envisaged ·above. . . . , . . . 

(ii) Unde'r" the presenti 'reconst:i.tution provi.~ions, of those. parti
cipants holding suffk.;f.ent' SDRs to 'pay the ·.increase 'many would increase, 
pro tanto, their·eiisting needs to'recoilstit~te and ~ny'more.part:i.cipants 
would joiti' the iist of those with a' recori.stituti6n need. . . . 

(iii)' ·Action woulcl,be necessary· on the· part.of thep~ese11t'n<>n'.'."parti
cipanti;;. to enable them.to accept, hold, and use SDRs. Thls wotiid.be of 
particular. importance to certain.major oil-'-exporters who· :are not.yet 
participants. · · ''·· • · · · ··· ·' 

(iv)· The.: full. piiyment with SDRs of· 25 per· tent of any· quota. 
increase would lead, at least initially, to the concentration in the hands 
of the General Account of a sizeable proportion:of the total of existing 
SDRs. . 

(v) 
initially. 

The Fund's income would increase substantially, at least 

- ·'ii' 

Acquisition of SDRs by Members Requ:l,ring 
them for ,Quota Payments ·.· 

- .. ,• :: . - . 

(i). The only.way for a participant to obtain SDRs without.receiving 
them from another . par,ticipant; .. or from the· General Account is by way of 
an :alldcation. Allocations of SDRs, however, .must, respond to the. 
global need for reserves,, .and 'broad support .for. an allocation, does not 
seem to exist at the present·time. This,d9es not .preclude the possibi
lity that by the t!me the qu,ota increase is to be paid· .{which· might be 
as m,uc}:t as 18 months away), there might ·be the necessary.· support £'or ·a. 
new allocc!-tion. However, in vie~ of the .. unc.er.tainties involved, it 
obviously remains necessary to explore othet techniques .• 

(ii), Ther.e is rio,lac;~ of techniques availa,ble under the existing 
Articles for the transfer of SDRs · to those participants that do·.not hold 
sufficient SDRs to pay their quota increases, and the techniques could 
be more numerous under amended Articles.· However, in the methods listed 
below, any receipts of SDRs from o.ther participants would,· of course, 
have to tely on the willingness of· .the user,s to .relinquish SDRs volun
tarily. Transfers of SDRs from the General Account, using the methods 
expla;f.Jled below, would provide more assured means for · par.ticipa~ts to 
receive SDRs ·needed for quota payments •. :· 

·.- .... ;:. -~ ... : ' 

(a) If a participant so wished, and had a balance of payments 
need, it could use SDRs to buy·back any balances 0£ its own currency. 
held by othe~ participants that wished to:receive SDRs to make quota 
payments. · 

n ·u 

0 

0 
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(b) Under Article XXV, Section 2(b)(ii) and 3(c) the Fund 
could prescribe that participants may engage in transactions by agree~ 
ment, exempt from the requirement of need, in which the SDR holdings 
of the two participants concerned in a transaction move closer to 
their net cumulative allocations. In other words, a participant with 
an excess holding of SDRs could, by agreement, transfer that excess 
holding to another parti~ipant, provided that the SDR holdings of the 
latter were not thereby raised above the level of its allocation. 
This method, of transfer' cout? be made available immediately by a decision 
of the Executive Directors.-

(c) Under amended Articles there would presumably be greater 
scope for SDR transactions by agreement between participants and for 
exemptions from the requirement of need; thus the scope for the transfer 
of SDRs from participants willing to reduce their holdings to those who 
wished to augment their holdings could be much greater. 

(d) Participants included in designation plans that needed 
SDRs for quota payments could be given some form of priority designation. 
This would be unlikely to conflict with the present rules of designation, 
since their SDR holdings would probably be relatively low in relation 
to their allocations, although this may not be true in all cases. 

(e) Participants could receive SDRs from the General Account's 
holdings. The main avenues would be (1) under the existing reconstitu
tion procedures, (ii) transfers in purchases to members using the Fund's 
resources in accordance with established policies, and (iii) replenish
ment operations in SDRs. Each of these would affect, either immediately 
or at a later stage, the Fund's holdings of creditor currencies. The 
more rapidly, and the greater the scale on which the Fund would move 
SDRs, directly or indirectly, back to participants against creditor 
currencies, the more would the effect of this procedure resemble the 
large scale mitigation of gold sales discussed above. However, as 
discussed in the next paragraph, these transfers could be expected to 
be on a much smaller scale. 

5. Quantitative Considerations 

If total quotas were assumed to rise by 35-60 per cent, the total 
amounts of SDRs that members (that is, including present non-participants) 
would need to acquire to supplement their present SDR holdings in order 

1/ A limitation to this technique would be that those participants that 
have not received allocations (B~nglRdesh, Bahamas, Bahrain, China and 
any non-participants that became participants) could not, by definition, 
engage in these transactions. 
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to meet
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._
5
th~ti quota1fa~en~s .would 'be ih\he.r~n,ge of ab·o~t:Sl)~ 35~ ~ilf,l.ion (J 

to SDR O million.- . If reconstitution had not been: abrogated!> and: i · it U 
were assumed that. no. p•rt~~ipant '~ SDR holding~· 'would be reduc~d'.i•b~l~~( . 
30 per .cent o1; its aillocati,o*'.; or w;otild 'not be' reduce'd ~urther ,if ''.already . 
below 30 pei. cent, the~.e .ajpbunts we>u,lc;l rise to 'a· range ·of about SDR 600 . 
to SDR 1,200· million· •. Thus,.'if ):hEtove.:rali quot~ :i.nc,rea~e was in the .. , .. 
upper part of the SiSSUIDed range·, 8ll4 rec~n's.t:ituti9n. h£.d nQ't been abrogat~d, 
fairly extensive .transfex:s f_rom the _Gener~i' ,Accouiit tiJ.:f;gh~ Q~coi:ne necessary. 
However, even on., the assunipt:lon that the lar'ger lmioun't \,ciuld ha,;,e to. be . 
acquired exclusively from the General Account against' the r·e~eipt o'f '· .. 
creditor currencies, the inflow of t.hese currencies would. be likely to 
remain :within. mariag~~bie .11~:ft~: and give .ri~e to a lesser' p~o2,em ~.ban. ·. 
the mitigation arrangements ·outlined in the previous· Section.- cr·editor 
members . would 'still ··have: to ;rciiinquish a -subs't'ant:lal part of. their.· net, 
creditor positions . in · the Getaerai Accourtt. · it would be possibie to some 
extent to delay this ~ffect/'and pE!rhaps' reduce its quantitative 'impact 
completely, .. if members .w~.re able to make_ gold tranche purchases of SDRs. 
Th~.s W()1,lld mean, in -~£feet; temporary.·payment in their own' currencies . 
and 'later .repur¢hase 'either with creditor currencies or with subsequent· 
increases _in' the.ir .:s»R h~ldings. ' .. , . 

If T.econstitution were abrogated, th~. po33ible inflow of creditor ' 
currencies arising from a_quota increase.would be substantia,lly reduced. 
It should;. however,· be borne in 'm:f.nd that at p:'.':':!OP.nt the. reconstitution. 
procedures are the only mew.a· by which 'e par·dcipant Ci!~ ·be Lt a rosition O 
where it. is. entitled to cbta:tn SDRs. , , . , . 

6. Non-Participants 

Pard.cipants that have not. received an allocat:to'i.,. and non'."'partici:.!. 
pants, have no assuranc.:e or entitlement to obtain.SD::ls from other· 

1/ Based on hold:1.ngs at end-October. As mr;::i~::::c-..cd above; the quota 
increases assume that the share oil-exporting countries in total quotas 
is doubled. These estimates are thus rather eo1.1.gh approximations as.· to 
the tran~fers that might be necessary: better estimates will presumably 
p~ ppssible as discussion of the quota increase proceeds. 

2/ The mechanism of sucn.transfers of SDRs against the receipt of · 
creditor currencies·wouid"be either the'reconstitution ·procedures, which 
would mean that members would first make their quota payments and subse
quep~ly; get SJ)Rs· back-from the General .~ccount again_st creditor currency, 
or, the replenishment of the Fund's holdings· of t_he chrre.ncy of a Cl;'editor 
member that ,ha~ so:ici' SDRs to a participant neadfng them for. a quota 
payment. In. these operations the ac:tua1 si£e cf the' Fund I s:·SDit holdings 
would not be a limiting factor since drawings ai1d quota: payments cotilcf 
take place on the same day. 

0 

.. 
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participants or from the General'. Account):/ · .. One. or two: of the· countries 
~f. the first group might be ·_in .a_ position to obtain .SDRs· from the Fund 
in.a·regular·purchase transaction under.the policies·for the use of the 
Fund's resources: otherwise they would have to obtain SDRs from another 
participant •. As, regards the non-participating .members, they would., .. 
first.have to become 'other holders' or participants .in order to be 
·1egally able to accept, hold, and use SDRs. The procedure to become. 
an 'other holder' is complicated, while becoming a participant is 
relatively simple. If they.became participants, these members would 
receive SDRs only to the extent that they wished:to do so (since in 
the absence of an· allocation ~her,e is no obligation to accept SDRs) 
and.only.to the extent that the Fund._and.other partic:l,pants were'..:. ,:.~ 
willing to give up SDRs to them.': One way. for non-participants to: 
start to acquire SDRs would be ·for them to· ·become· participants: forth
with and agree to be included in ,the, quarterly designation plans,. - , . : 
possibly with some priority in designation. · The· Fund could also decide 
to replenish with SDRs the currencies ·of · these new· participants, provided 
the·Fund had sold their currenc:y.first·and.thus:established a super gold 
tranche pos·ition~ Finally, they might .be able to obtain SDRs from other 
participants in. transac·tions by agreement. · :.:.;,· .. ,_,,·; :·, .;;;.,; :::., .. : ,_·;:<,., 

7. · :: The Concentration of SDRs ,in the General Account 
'L - • ·: , ·- .'·:,:•.; ' -.~I•.,·,. • .i • ; _:_:; [" , ·, l,'• 7 ·.:•.,_: .• ,._-. .1 .. ~ .,,._.-.. ~1:1.~: ;:~--~·~ :::f1.~-~ '.: t,.. 

\\ .,,If :.,the.- full 25 per "cent 'of, a quota increase were· to be paid ·in'• : ' · 
SDRs, it·'would ·lead to a heavy concentration of SDRs :fn .the General 
Account· and a corresponding reduction of the role of SDRs ·in members l .· · 
reserves.'.· In total/ SDRs would be only about· 4. per ·cent of total , 
reserves and their distribution among participants would be very'· 
unbalanced, with perhaps the large majority of participants having 
relatively low holdings. The role of the SDR might tend to be pre
dominantly that of a vehicle for General Account transactions rather 
than a means of settlement of imbalances. · 

.. •. . .. •'. 

The distribution of SDR holdings among participants could, of , 
course, be improved in various ways. Some Executive Direct:O·r·s ha,;e .. ...1.. 

suggested that, by, a~endment, a procedure for 'reverse desiguation' 
~cmld' be established'' so that p'articipants with relatively high holdings 
would 'be called upon to transfer SDRs to participants with low holdings. 
One !)bjection to this procedure might be that it would involve. partici-. 

,.papt_~ in a n~w form of conversion obligation-:: ·Moreover, reverse . ·. ~ · ...• _,. ~ . . ' -··· ,. . ' ·- . . _... .. ... .. . .. -· - .. . ·' . 

1/ At end-September 1974· there were riine Fund members that were not 
participants in the Special Drawing Account. They were: Ethiopia, 

r-Kuwait; Lebanon, Lillyan Arab Republic, Portugal, Qatar, Saudi Arabia, 
·:_: .. Sin·gapore, and the United Arab Emirates. . Participa~ts without .alloca
; tions are Bangladesh, Bahamas, Bahrain,, <;pina. a,nd .Romania.: . . . , · · 
• t. ; • . {, • , • • .' . , ' , , • . . . . : . . • • ; , I • : • , • • , ·- ••• , i ~ ,. • • • ..' • , .,I • ,i • • • } ;. : ,;•; • • 
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designatiori:would· not assist in achieving a·better balance between · 
participants' SDR holdings and the General·Account's holdings; in fact, 
the more balanced the distribution of SDRs among members prior to the 
quota increase, the less opportunity there would be.for the Fund to 
transfer SDRs back to participants under.the reconstitution procedures. 
This issue, and possible ways to alleviate it, are discussed further in 
Section IV.. . · :.·:v,1··1 ,Lr ··.~ .: .1 :..·;,; ~ ;, •• , 1 ·1<:, ·.:.; , ·:,,:i '.J!.ns ·r. .'.; :,:~" · 

;_; .. ~: · . ..:..:_,,~ r ;::•"! •:": ,, .. -~·7>:"~:- .. •J ·1.l:.~ri; .. t t LJ~~,-;; ... :r;J,;f." 1'):) ::r I.,!r·t~[Ofl "J~d.Jr' .. 1 ri.::. 

8. :-,:The Impact on .the Fund's Income ·· .~:sd r.:rU :lT .· .Lr;:!'!1"": '(.f·,·:.t:1:;.:..•n 
.'..:.t· • .. :...,.,- .. ·: .•:: .:'.i:-! .;:·~ .. ;:i:.· :hf·! .1~t ·v:1:..-! ~:,:(:(: l:)'\!J'.~!·..,:!·:.: 

:The rise in the Fund's income as a result of large-scale SDR , '·· 
subscriptions would, at least initially, be very substantial: 'at 5 per
cent interest,JSDR 2 to1; billion would produce additional gross income 
of SDR 100-150 million.-:,-·, . In the first instance, the new income would 
eliminate present deficits and it might also allow consider~tion of a 
unification of the rate of remuneration. Should a· surplus develop; a . 

·, ·distributio.n of new income .could be made; thus reducing the interest 
.cost to members of their subscription payments. · It remains to be seen, 
however, what the net effect on the Fund's net income would be.· · It is · 
possible that members that exchange SDRs for a gold tranche by quota 
payments in SDRs might more readily purchase the gold trsnche than in 
the past, since in various respects--interest rate, repurchase provi
sions and the requirement of use prior to credit tranche use--the 2/ 
gold tranche has ·characteristics .·that are less attractive .than .. SDRs.
It will be desirable·in this regard, as well as for other reasons, to 
examine the extent to·which 9 .under amended Articles, basic gold tranche 
positions could.be made more similar to SDRs: this will be dealt with 
in a separate note at a later stage. -- ;,;.~·'.:,11.:1.i '.:'.) ·,;:.,,., _;;;,,: c::::.v·;~:,,·_.r 

:·:;iv •. ··othe~· Technique"~· ·for. Subscript·i~n· Fayme;ts' '. .:: '/1
~:::: ::::··i 

Under Amended Articles . '. "·'···'". ,, r::.-.•. 

~, -: . · .-.. :·i"':j~,..~1w""':r:--~ :_,tr(.;.·;;: ;.r·:::.rL,,i~f .... ~. ~~(;;:-: :1
, o.·~;1.Ju.d.t·r:l!!.5~) '·i:fi. Introduction : . . . " . 

. , ·;;;:l..;;,-:-:.:1 'J:H(:".~ .• ~;\·t.· .. _1 .]t;•)l· . .n: V Ll ~":~"::t\?/;~J·;.; ~- t '..:1r; ti~~":.,"'.,. 
1. 

, , . , f •. - ~ , . , . . t· ~, ~; -· • ,~ . r ~ • 

. . The discussion iri the previous Section shows that the problems . 
":i.nv~lved iri making subscription payments in SD!ls would not be uri.manage.:.:. 
·able. The abrogation of reconstitution, or further allocation in due ' 
course, would help to alieviate some of these problems •. Nevertheless, 
if there were no further allocation, the distribution of SDRs'asbetween 
participants and the General Account would be highly unbalanced and the 
importance of SDRs in pa:r;ticipants' reserves much .reduce.d: for this 

. .:.1;: : ... ~ ~·--: :,,, ,:•',:_ . . : :, , \, }1. · .. i. ' ~~, .! ··.,_ ',; _,, • .;..~ .. 

0, 
''-.._) 

1/ This is not intended to suggest that there would not be a substantial 
impact on 'income if payment were made in other ways. For example, to the 
extent that er.editor currencies were received remuneration payments would 
be reduced. The effects on the Fund's income of a quota increase cannot 
be judged.until the size of an increase and its method of payment is r---, 
known. Even then much will depend on the changing distribution of members' '-.) 
positions. 

11 In the past there has been some evidence that me~~ers that have 
established basic gold tranche positions with foreign exchange (on which 
they earned interest) have been more ready to draw the gold tranche. 
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re1:1-.son, paragraph: 2 ,; belpw, o~.t~i11_~s ~h~ ,J;>os~ibJ~ e~;tipl~spµie,Il:.t of a;n , 
'SDR. Subscriptic;m A~coµn~}., ,that: i~.,: ~ limit~d .fort!)., 6£ ,·s11bs,titµt~<>-~.c-. - ' 
Accciunt, .-that ·woulcl:issue_. ·sn'iis .for :quota pa~eilts'. against th~.,s·urrender 

• .'., ."• .. , , '•: , . •, .· , : : ~·;'. . ,./ . : . .' ,., . .:, ' , . .' • ! ' I'. • .• • • ; .;..·. , .. . •.. , _, -\ p' .•. ,,. ,• .. - • 1 . · , •• 

of foreign :_exchange· ,froltl- member.a reser~es •. , .,,,._ .,,,.. .. .. .. _:-:.·•::,·· :,. 
,•,, .' .. :, ',. ,l_,•. !_ ,.• , • ,• ,. , • , ": ,) •.• , -• • ,,:;, I , ·,•,,, 

·:·l~_::· ... -··' ''- ~-~-; (_:_:-~_ ,:t.;:!.:-r.:.:r-:; l:'"i :~:~_;•_., ·.··:·_;;' ·.·._.-,. ,,:., ;·.·;·t;i;·,'.\·::.._·· .• : 
.The amendment that has thus far been :put forward .,also .for~sees.-. ,-. 

,, > • • • • • : ' • ' ·.: !.. •.J .• • ' . . • .' -·- . ,, . • . : : : :';;.' .. - . • ' - •••. '·'' ,~ '·: ... .. • . • . . • -· . .• . ,~. \ 

the possih,ili,:;y o~,.~p.~ .Qir_ect. use. ~f:-:,~re(iJf_q~_· cu~qmcie_s .an.~,.memb~F.~ ··:Jf 
own ,cur:r,ei:i.~ies' _itt s.ubscription ·payinent:.!3.~·: This· raises, .. th~ ,qbvio_u~ .. _. _. 
questiori'' -~s 'tQ. why 'tji~: .t~n4. shoul~ }i'c;i:.i,ci:J;r:e~tly,: re-ceiy~ th~~~ icr~dit;or 
curre~i .. 1,e,s :t~, ·a:~:fptdtin~.~-,.with, ,th,e_ .~~11dine~(,J>iiop~se41;at:_her -'~;han_ : ... .:,; ·: 
m.~;~~ct;t.y ,bY ,~tans_;~!s, pf SDJ.ts ,~P.r,~ar,ti~:l_p~11~s;: :t:h_i~ _:1.~ad~; Ofh t,~,, ;t,pe;,, 
quest:ion~. ·?.fd>1hy.• :~h_er~: .s:ti~1:1.J.4_._ ·.R~:,. a ·, gold,. d~c:>r,t~o~ at :~11,, !~11~: 'to?P.-Y __ t;p.e,: 
Fund jh~ii~d-)~c ~{l).'in&_ .. _tp .. f~feive· 1_q;_~!:1iJRr ,~~r~e~c.ie,s: :~1:1J .~otd3:: me_mb~_r/ s 

: .. ~~; .fµI'.ren,cy . in. __ ~~~~-ff~Pti?~ ,i>;aym~nts •.. · T.h~.s.e _ ;lsi,.µ~s .. _ar:e: ·di_s~ui;~e,d .. in: 
par~graphs 3 and .4. of this Section:.. -... : . r. ,, .. , , - r,·, · .. ,., . , · ,·. 

: . .l .}~.: ..... ··-· ~· .. '._._,.. •"J •• , ........ -·····.1.·· ' J ••• ·-··-. ~-·· ·- .1., ..... , ......•.• 

. .. , : ...... ·,·. -. . ' •... • 1,· - f" i .. ~ ' ,,.1 ,' '• .,· ],-,,.-,., ( '' -. ..-..~; ;:. ' .: .. ~ 

2. - An. snif.sU:i,~-c~:lp.tion .A~~ou~t-... T,;::.~~--:'.
1 

·, , .. ;_', ~ :: ·. _: ,° .. ·: ... : : __ ~ ·i ~~ ,:,,. -- : ·, 

The purpose of an SDR Subscription' :A~~oll~{ would,-be,,t~ ~n~b~~.: , .. :_:, 
memb.er,s,, tp._ P,x~-_th~JJ ~.ti'bs_~!,".ipti(?.pS_,by:CJ~t.~ining,,n~w:ly~.4-.s,~~e~-:~DR$_[' from 
the Account against payment of currency held in their· resery¢s.,:, :~.he-:, L, 
maximum size of such an Account would initially be 25 per cent of any 
_iQ~f~.,.f:1~: it1.1_th,'r:i,eiiz~t9.f.'·~':1~ Fp~c:l,(;.~:ltho~g~ a,.~-~,11~'.f:~::~i~~ .cp,uld.)?e 
envisaged •.. Such.: an Account .. ,would no.t, of ... course., ,.increase the .total .. , 
o~· '. ~ptern~.~·icmaf; i~~~pj;s:, ~}p.c:~ . ·-i::e~e:rve c~rr.~~~y· ho,lfliAis.:,~O~~a' b~ _: .-_ ;i" i, 
surre11.dered for- SDRs..,-:. ,-;While. the .. General Account woulp·,ob,tain_ a ..... ,· .. , 
1arg~:.ii~1J:in.8. of° sn~,:· 1i::: ;~u1ci. ~~t:'.be at -.the:.exp~nse: ~-r ~·~or,ret~.:.·· . ;: 
pondf~~iy,:.J~JiSe;;~fl':1:~{t}e>n·;iti" p~;i:i~Jpan~~ i '.::§pR, ho~4_:L~g·s ~_-:. ,.I~:·i~·, 1?-.~t: .,: _: 
propos~d at this s.tage: to, d;i.scuss, the cletailed ,working qf an SDR,,. , , 0/,, 

Sup9ci:.:i.p.~~CJO,. .. !\~,c~u_n,'~;'. ~f~a't~~ !~r,;, Ji:f..~: ~.i!lli~~t p~~pc:>,~_e. ·, ; ~:ft-x·.-, -] -o{" tl;l.~0: 

Outl,ine. oLR.eform 'pro:vides a. general description of how a Substitut1on .. 
Ac'count might-' ~R~r-ate.: .. -Tb~- ~stablishtn~nt .. of. a~y-. f~rri{:'af., s·ub~tit.ution - .. 
acc~~t. :~o~i.~/Rt.:(!~~i~e-~;::~~f~~-,i~#i'·'·'dif f ~c;9.+t'.: ~s.sue~;~ · n.io~~.~ ~-r. whi~h;:; : 
have been discussed in extenso in. connection wi1;h .. the Reform •.. An., SDR ,' 

., ' ,•, I . ' '• ~ ,, ,: ,.,, ' ' • ~ ', ~ ·• l • • • 

Subscription Account, however, would have a much.more limited purpose 
.. .-thaJ1 the Substitution-,Accc:mnt 1envisaged .. in the .. Reform,.discussions, and 
; its -.. ma~imun/~iz~:'.,~pµld be ci~i:eim:i.Ii~d ·qy qu(?ta: ;Lri~~e.i~es.~.::., ~h~, .. p~$~ibil_:f;ty 

I, t.,J • I 1 -• - .• .•• , '• ,• -• .1 • ., . I • • J ••• • •• • ., • •, ._ • C •• • ., • ., , I• •• •' -l ·; . 1 ., •,>, • • • • 

of ,establishing a llmited,, SDR .Subscription Account underlines, the, .. ·: .. 
tl~s~~ab_ii,#y:;~f :1~~~¥4.i~g'.-1in.,-_: the:~?m~~ded :.Ariicie~, a.~;~e~eral :~~~~9.~ity '~ 
to ma~e .substitution :possipl!a. --. - ,, : - . . . . . . - .. · ·. - · '-:.- . -

. • • I. - l. , 1 -' ~ •• _.,,_ - ._- ! - {,•-• • • -..• . , • t • • .• • , · • • • ~ 

3. 
·;.~. ~~\:.~;·:,r.·:·.·r;)~·.-.:; r J{: .. ':. :·1::c~::-.:.:-. ·:_;~1-~·· :..:.~: ::·. _ ... J .. . -.. ~·: (- .. ·~·: ;:::,·· 

Co1;1mari§l9n (?f,.th~ !J~~ ~;'"' .. ~I)Esr:,fr~d;i.toi:::Cµ:rr~rc.i~s,:t:. 
and._Mem~(ars' Own .. Currencies,"."· :·, . · .... ,,,, . , :·,> . ... ,:'- •.. ;-.=: 

..•. ' t. : :•. __ : . i .~) 

::;._: '.: -~=~ ::!,:;:·!~;·:·'.i"l ,·_:J /l··.i"t:·~~·-·:_.;,J~:·,,"J :\ .. '.. ',,:,,_1 .• i- · .. 1.::r., ~-\· ~. !·;~;.··~~·;:. : :·· .'.: .. · ,::.·.-:, 
"the. a.m~1.1qmei::i~ p,;9po~e4. qY.: the ~~af(,to. ~na.p!~ SDRs,,. ci:editor-;, . . : 

currencies'. or memb~rE!\ O~c,cµr~enci~S.;t~ ~~: ... u.s~<L to J?ijY::,~he /'gol<l':'; : c(' 
. ' ' .' ~ • .• : I ~ 

1/ It is assumed that reserve centers would not use their own 
currencies to obtain SDRs from the Account. 
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portion of the quota increase, has followed what might' be' called the· 
'traditional·' -Fund approach.' It takes a ·25 per ·-cent "gold" por_tiop 
as the·notm; it creates'a presumption in favor'of gold anl SDRs,' as 
international reserve assets that' are not the liabilities 'of an ,' -
individual member, as the means of payment; and it ranks creditor 
currencies· and ·members'' bwn currehcies' in that ·order; a~ s.econdary 
means of payment.: Tlie propt">sed draft amendment ·thus implicitly 
continues two 'aspects of the 't_raditiOnal' approach':- that a primary 
reserve' ·asset that members cari 'be· '·legally obliged°' 'to receive from. 
the Fund in exchange for . their _currency is; superior from· die p_oirtt 
of view of the l'iquidity of the General Account,' arid 'ihkt an in:crease 
,in quota should; have an element df' 'a coiltributiori by the 'meniber for_ ' 
its' increased ability· to use the Ftirid 's resources·. :.!In v_iew 'o'f ·1:he ,· 
problems of 'the,concentration.-of SDRs and 'the drawbacks of subscriptions 
in net creditor currencies, the question arises. wheth~r', Oii a ·uniform . 
basis for all members, the payment in members 1 own currencies should 
not, on this occasion:, be raised beyond the'level-of:75 p~r- cent of 
the payment for quota increases. 

- ' 

· ,. The ·following· comparisons ·can· be made: between the· payme?t' of : ,,. , 
different· a·ssetS. 1 

,"'r_·,. · .. ·· ·' · 

(a) -.'. Use of SDRs would, most probably~ maximize both the· liquidity 
benefits for the- General Accourtt and also the :confribut:i.:o·n ·element by 
members,- although· 'some memb'ers may fe'el that· a·'contrlbutfon of foreign' 
exchange· from; the'ir' reserves represen·ts ., a gre'at~r· cbntributfon·· than a'' 
use of SDRs; at least at present interest· r'ate·s· and:'brt the· assuniptfon: ' 

• , • • • , • , • • • ., • • • ...... , , , ~ ' r · • ! 
that the' capital value· of the SDR' will ·not differ .. greatly :from· that · 
of resetve currency.·· 'However·~ 'tbe liquid'ity advant'age of SDRs is'' ': 
subject to participants''-~ccepb:i.nce'Timits artd' a~thouglf;on jverage-~rid. 
over time they' will be superior in this respect'; . a£::q. p~frticular .- time '. 
this ii1ay not be so~· For example, 'major surplus countri~s m;;i.y" not be ·-. 
participants:{ or have not received allocations ,'·aiitr-thus h~ye"'ho :· < ,_:. 'l) 

acceptance limits at' all. '> :, ' :•::,. _;. ,: r:· -
' . ; . ' . : ' . :~ ' :. : .. '. :·~: .::·. 

(b)' · Use of ·creditors currencies will~' as· ·me~tioned above,' ·generally 
be inferior'' from the ·point .of view of the Fund's liquidity, arid the . 
contribution element will ·really depend ·on' a meinber 's assessni~nt o:f 'th~ 
attractiveness of SDRs. But, of cburse, , the· principal· problems with· . 
the use of creditor currencies are the chaiig~;·in': the· ~ompos:i.tion of 
creditors' assets and the reduction of the scope for repurchases in 
currencies. It: is concluded that any· d:Ltect use of'net creditor 
currency in subscription payments should be' ori· a·:sniall' scale{.'perhaps 
not exceeding the extent to which it would otherwise be necessary to 
supply SDRs from the General Account, against 'these·curreiicies, to 
participants needing· them· for subscription· payments.,),, · -

0 

0 

0 
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(c). Use of members' own.currencies would not;be.as.beneficial for 
the F1.1nd' s ltquidi~y. as SI>Rs or- Ct;"editor currencies,. alth()ugh it .shpuld 
b~ noted, that payment in mem~ers' ·,own currency would no.t. increai3~:,:the . 
total. of existing gold, tranche p<>sitions,. wh~H~ _ r.~pres~~t .the most · .. · . 
i.':lmediate clai.J;ns . on · .t~e:: -Fund.. . :t,J.c;,reover, from. l~~·. po,int of view of ; .. 
th1a usability of a creditor currency it is immaterial for the Fund .. 
whether it is received from its issuer or from another member. The 
cor-atribution element wo.~_lc:l be; ~liminated. until t~e currency was sold, 
or repurchased, in the gold-tranche.· · · 

' " 

4. Combination.of.Assets 
._.:,_;_·: 

-~; : · ... 

• )l'h~ .. above dia.cqssio~:·s~gge~ts.;ih~t SDRs_ sb~ui~ npr~ally., bE! the· . 
means .of payment of· the "goldn .portion. Since. ther~ .. 1:s no differ_ence 
from ,the. point. of v.iew: Qf ... :the Fund's liquidi:tY. it1. receiving a creditor .· . 
curre~cy .from its -i~i:;uer ... or frc;,m ~other ~ember ;l.~.~ight avoid many 'pf'· ' 
the ,problems. involved,.with fuiir payment in SDRs or .. with the use. of 
creditor cur~e~c;1.e~;·it ,· on .th:i.~··Qct:asi9n, ·.anc;I '.w:1.t:poti't prejucI:ice". ·i:o . 
decisions i~ cotµ1ection witp. 'f:uture ,reviews' 'the .. propord.on of the .. whole. 
increase to be paid 'in members' own' currencies were raised and the SDR ~. 
prop~~ti~~:.: reduced p~o ta~to . hei.pw 25 per ~ent,, i~~~i~g_ Credi.to~ ' ' . ,;: : C 

currencies to be used only in' cises'where problems' existed in obtaining' 
SDRs •... It .should be noted,. however, that a .large number of. members. would 
incur. a need to .repurchas~.''(soo11er or later) ,dpwn. to. 75 per cent. of qµota, 
so . t:~e diff icu_lties tripived ~ith: credi:tor'. cui:,rencies W<?Uld not, :b·~ ' . 
reso.1.ved .altogether.- . . .. 

~ '' ' ' ,. ' •,' • • ' '. I • • _. i , • : , • ~ .;;) {•~ : 

It would be po8aible u~d~r ·knerid~l Articl~s to apply speci~l . 
repurchase pol:1.d.,:::s to currency holdings above 75 per cent of quota· 
that a.:,;ose fror11 ~ubi;;:cri~tion payments. . A memb!f might not be required . 
to repurchase th:v.s .portion of holdi11gs a.t. all,-:- .and .the Fund could 
purs~e a mo,t:e active policy of. selling a curre,ncy held ~bove 75 p~r 
cent of quota, p!'.ov.iding ·.th~ balance of. p~ymen~s and. reserve positipn. 
of the, me:mber was sufficiently strong~ Aiter.na~i:vel.y_, and perhaps. ·:·· 
preferably,·. members .. ,might be 'obliged to repurchase this portion 'in SDRs. 
i:ollow:t11g .a fu:i:-t:her alloc,ation, although it Jould a:1ways be possible to .. 
make ·exemption.s for memliers with reserves beiow .a certain .level ':in ' 
relatio~ to quot~1.. 

1/.- Repurchase.$ would .arise as follpws: . with a quota of 100 E;ind Fund · 
hold~ng~.at 75, a memQ!;!r 4o~bl~s its quota by paying".'"-say--100 in .its 
own currency. It keeps (in,ab~olute amo~nt) its .2f gold tranch~ . 

·position: but the Fundis holdings are 115· and it has to repurchase down 
to 150 (as 75% of. the new. quota) •. In, effect, -.its . 'c:ontribution', which 
alone establishes a cl~im on t~e- :Fund, , has been delayed until the 
repµrchase •. _In this example.the repurc~ase would.invoive the full 25 
per.cent of the increase. . _· · ... · · 

2/ This wot,iid require a: ch~nge.-in the:· draft pr<;>~is:io~'.s. put forward i11 ~ 
DAl\/74/2 _Suppl~ment 2 on r~p1::1rchases. . .. · 
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In the lighf· of, th:e:1£ ore'going,: .i:t-might: be envisaged· that . on tpis U. 

occasion.,; on a ;µniforn( oasis for all; members with the possible ·excep~ion 
of member's wfth low"reserves,' ab'out 8-5 or''90:per cent" of, tbe·'quota:·,: · . 
increase' instead' or· die 'tiaa:ft:.ional 75 per ~·en:t '. bE? paid in mefube:rs' 
own currencies. and the·, refuai'riing 15 or · 10 'per · ceht'"' ::i.n :SDRs·;' :: · · ·· : · · : :·, · 

• "_t77,~t,'n"'.' >.·'.-· -:~. \.~. ~ -·.·:·:· 

.. , .: ' ,·· 
' ' ., ,• '. 

. '' V~' Summary a.net Con:clusions:·., "<:: .. : :_-, 
:.;, ' . f •.• ; .. '..,, 

1. Under the existing Articles the total of Fund qu~tas could not be 
raised by the amounts discussed to date without giving:~_:r:tae\:t.o. very_ 
difficult> and time-co.nsuming, problems of principle and procedure~ The 
problem.a of', pr,iri~lpfe -would·; be: iihat -aµ.y: devi;ce· for'' coJripl~te rebfiss!on 
of the gold: 1#>t't'idn[, of:ffquota:' increases: may appear t'o be, inconsistent with 
the:<A~t!cles. ·Any ·a:'rtan:g.ements for reird:ssion::wotild.-be' o'ifei:·at;,iohal:ty very 
COmplei,· and ifu' pi:irti<:!u:l:ar','raise a series' of problenis pSS~Cicl_ted W'i~b: a · 
large inflow· ,o.f ctei:litor' d'i.ir_rericies' whicht would"reduce; :tljtf scopel.for . ' 
future ·~r,ep'U:-t:'dhaseer irf 'cutrencies 'and also change t11.e' ciomposit-,iop. ·of' :. ' ' 
c:'red;f;tor. meinbers·' reserves·' increasing their ,.currency·' ·holding~ aµd .•. ' 
reduc!rig 1''thefr ·super' gold-' tranche positfo:ns:- Tlie"'· laitte'r effecbi .might ' ' 

'be _alleviated. to ~onie· 'e:xitent by deliberately 5expandit'ik icred:(tor' positions. 
'. . •. ,'1 f · r • '' • 

2'~': P~yments: in SDRs' lltld~r· amended Articles''would be a much more manageable 
·procediire~. There '·are··:a ;;.tariety of: technique~ under· the :existing Art'icles 
that might 'be uskcf for' 'moviri.g SDRs :tc{menibers 't-tith ;tnsuffi~ient hol~ings' 
to make any agreed quota payments and the scope could be·greater under 
amended Articles. The need for theee SDR transfers would be reduced if 

: •• •• .•'" • • 4 ' t ' . . r ' • : r. \ ... : ~ : . . ::, . ' 
reconstitution were abolished. · ··· ·· . ' . . . .. ', ·:. 

: ' ... 

3. ' Rowevet' ,' even :with' qµota pa~enrs' ~n SDRs, the . Gen~ral . Account would 
probabJ:f have to i:r~~~e.r __ SD_R_s: against Xec:eipt __ of credit_or currencies. " 
The inf.1.ow of· ·creditor currenci'es would· ·raise ·the same type .Qf diffi:ctil;.;. 
ties; ~J~{:f:oned' :a.bdJe / 'a.~tli~u .. gh _on a _much. Lsmail'er ·s'ct;tle than· for the _sanie 
over all' quo-ta· inc:reScse 'tinder' the pres'ent Articles~ ·A. se.cond drawback . 
wou,ld .be that a· higi:{'prQportion 'of existing SDRs . would be concentrated 
in the Fund and the''a·isttibtition' of. -the'r.ema:ining SDRs among participants 
would be hi.ghly'''tlnbe.lanced~:: ''. ' . . ' . ' 

4. These difficulties may be met in a number of ways. The most forward
looking approach .would be in the --f.orm .~f -a .. 1,imited subscription account: 
an $DR'Subscr:lption·Account ·c.6uld be estab:t.ish~d 1to·:issue ·sDRs against 
the-surrender of'reserv~ currency·balances'tiius iri~r~asingthe amounts 
of SDRs in issue 'wfth<>ut ·increasing ·the I totar'·of reserves. ' . 

, • • .' , • , • • • , • • • , :. , , , i • • • •· •. ··:_ 1"} i I '. .,·:::t :.-: , ,'., . 1· . 

5 ~-. · A& regards'· the' ·p~ssible ,use·, of' other ·. techniques., namely to· accept 
in p~ace of f?DRs trnf·icurrend.es 'of other· :members or· the '!llember 's own . 
currency/ it.;is·isuggestecl.: that the· SDR' should' b'e the· '!Bain· asset in which 
tlle "gold" p9rtion 9f_ the in.creased subscription is to be paid, since; 
SDRs ~otild tend to ':sifegua'.rd the Flin.cl~ s' liquidity better than the 
other foru1s of payment. Nevertheless; considetadon could::bEUgiyen ;o 
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the following possibilities: (i) to the extent that SDRs had to be 
transferred from. 'th~e,:~Gert~ra1 ·Aecourit !against creditor currencies to 
participants. with low holc;)J.ngl:l( c,f SDRs,, it: woµ~d _obviously_~!=!-. more 
convenient for this amount of creditor currencies to be transferred 
directly to the General Accobrit in quota payments, and (ii) since SDRs 
at· present' :form: a sma:11 ·:proportion of total reserves; it might .simplify 
the quota: ·increa'se I Oil this 0CC8.Sioll to permit ;,.more · than 75 per, cent Of 
the increase to be paid in members' own currencies. ·The.higher the 
proportion subscribed in members' own currencies the less need there 
would' be ·for payment' in::cr~_ditor curreric'ies''as :described in::(i) above. 
In yrinciple, the proportion between SDR payments. and ,payments· in .a : ·. · ::, . 
member's own currency should be uniform for all members, but the portion 
to· 1:,e paid in .. the! member ts own ,'cµtiti:mc;:y ~Quld. be increased.; for members 
with low reserves. In the event that these procedures wouic:Crai"se· the 
Fund's holdings: of ···a· member's currency:;abotre: 75: per· cent· of:· :the new 

··quota, it is possible:to·-'contemplate·.that::there···.should.be-no- 1require-. ;· 
ment' for ·repurchases·· of such -avcurrency· subscr,iption, .or·at .least 
not initially; ,alternatively the repurchase could :be conditional on the, . 
future allocation of SDRs. 
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.... '··,f.' Appenci:bc 
' ~ ·: :· . : l . . ' 

... ·.Gold Payments and Their Alleviation .in Connection . 
. . (1 · 

., . 
. ' 

with Quota Increases 

·. <·. ;10. reduce th~1impact .on niembers' •resibve;s:·:~f gold payments :·:arising 
from increases in c{~btas .. the::F.uri:d, in the pas;t!:,, has provided a .number of .. 
different arrangements~ .. . ·I·.. . . . . . . .. 

' .... · - . ,• . . 

- . · The following .'sets:. out. in chronologi~al .or<ier ,. t.I:ie .,,alleviation 
facilities offere·d i1'1,'~c;,nnection :with quota'.·increases: · · 

1. 1959 11Enlargement ~f ,:Fund,:.Resou~~es ·,Through Inc~ea~e~ .in Quotas111( 
. .:··: ·., .: '.:. ~: 

(i) Members cotild ,increase. t:heir··quotas in installments.. Paragraph 
7(ii,), ,of the:First<and ,Second .Resolutions provided that a n;iember, repres.enting 
that :its reserves; should not be, reduced: by an immediat;e :fu+i. gold paytne~t, 
could consent· to the increase in its quota by installme11ts~ .. . · 

t':. ~ : .. ; . • ' 

(ii) In addition, the Report of the Executive Directors to the Board 
of Governors in part III "Payment of Additional Subscription11 provided for 
special drawings up to 25 per cent of the increase in quota. 

2. Quota Increases Under the Compensatory Financing Decisio~/ 

Members were offered the same two alleviation facilities as for the 
1959 quota increases: 

(i) Quota increases by installments. 

(ii) Special drawing up to 25 per cent of the increase. 

These two facilities were provided by Executive Board Decision on 11Quota 
Increases - Gold Subscriptions 11 agreed at Meeting 63/33, June 14, 1963 
(SM/63/37, Supplement 2, June 14, 1963. 

3. 1965 - Fourth Quinquennial Review 

a. M:i.t:J.gation of the primary impact 

(i) Acceptance of increased quotas in installments as provided 
in Board of Governors Resolution No. 20-6, paragraph 6 (a). 

(ii) Special drawings for an amount not exceeding 25 per cent 
of the quota increase. Repurchases of such drawings were normally to be 
effected in equal annual installments over a period of five years. This 
facility was limited to member countries that received only a general 
increase as p~ovided in paragraphs 13-18 of the Report of the Executive 

}:_/ Board of Governors Resolution Nos. 14-1, 14-2, and 14-3, effective 
February 2, 1959. 

1/ Executive Board Decision No. 1477-(63/7), February 25, 1963 as amend~d 
by Executive Board Decision No. 2192-(66/81) September 20) 1966. 

" 
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Append ix · 

Directors to the Board of Governors on--'11.:i:ncrJ~e's/fti Quot~ ··of '-t,1~mber§ -
Foui;-tl1, Quinquennial Review" •. 
;..:·.-··.::.).:, ~ :.~~;., ... ~~ .. . ;r,·r·.! .:._\~.: .. j ' ··. .".:·r ( ··,· ··:·~:.f .. -~-:.u 

; '.b ~- '.: 'iMf·tig'a~ion _:of the sec·o~dii:ry'2:rtiipact: ok -~,e~~We \::~tr ency: -· '" 
. .,_,'.)-i:Y,.::' COUiltrfes··· .;, • . ,_:,:,.. . .:.,,.:,· ::.i __ :,i.,:'.: '-'-· ·-;_:; · .. :· .. __ . ·_,_, ·.:,· ,,1 

., .. : .. . :. '.·~- ! . --~··. '. ·: ~~· ;. '·. ,.·: ·-~ ', ·-·· I., f.:.· . 

(i) The Fund decided that special drawings in connection with 
quota increases, up to the equivalent of $150 million could be made in 
currencies which the Fund could then replenish by the sale of gold, the 
currency drawn being used to purchase gold from the country drawn upon 
(so-called triangular transactions). This facility was provided in 
paragraph 19 of the Report of the Executive Directors to the Board of 
Governors on "Increases in Quotas of Members--Fourth Quinquennial 
Reviewa. 

(ii) The Fund decided that "general deposits" of gold could be 
made to a total of not more than the equivalent of $350 million with its 
depositories in the United Kingdom and the United States. This facility 
was provided in paragraph 20 of the Report of the Executive Directors to 
the Board of Governors on "Increases in Quotas of Members--Fourth Quin
quennial Review". 

4. 1970 Fifth General Revie..,,1./ 

a. Mitigation of the primary impact 

(i) Acceptance of increased quota in equal annual installments, 
or a partial increase in its quota with further increases thereafter, 
up to the full amount, as provided in Board of Governors Resolution 
No. 25-3, paragraph 1 and paragraph 6(a). 

(ii) The Fund decided, for the first time, to exercise the 
discretion given in Article III, Section 4(a) of the Fund Agreement, to 
reduce the portion of the increase in quota subscriptions payable in gold 
in the case of a member with monetary reserves less than the new quota. 
This facility was provided in paragraph 5 of Board of Governors Resolution 
No. 25-3. 

In accordance with Article III, Section 4(a) a member was permitted 
to pay in gold only that proportion of 25 per cent of the increase in 
quota that the member's monetary reserves bore to the increased quota to 
which the member consented, and to pay the balance of the increase in 
quota in the member's currency. Any member paying less than 25 per cent 
of its quota increase in gold had to undertake to repurchase the 
additional currency subscription beyond 75 per cent of the increase in 
quota in five equal annual installments commencing one year after the 
date on which the quota increase became effective. 

No provision for special drawings were included as under the Amended 
Articles of Agreement unconditional drawings in the credit tranches for 
this purpose would not be permitted. 

3/ Board of Governors Resolution No. 25-3 on "Increases in Quotas of 
Melllbers--Fifth General Review 11

, effective February 9, 1970. 
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B.. Mitigation .of second.a,;y. impact 

The Fund decided to sell gold up to the equiva.l~n( cif $70(f million 
to those members that .s.old gold to other. members to .enable the latter ,to 
pay the gold port'ion of' their ·qu~t~ incr~as'~s'.. Th.is f acil,it;Y .was prov'.ided 
in paragraph ·7··0£ Board of-Governors ·Resolution No.· ·25~3·.-· - '· · · 
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TO , Files DATE, November 26, 1974 

FR.OM R.R. Rhomberg 

--- -------~ suwi:cr , . .,,--quota Calculations ) 
/ / 

~~~~ last night on this subject and I had two telephone 
conversations with him, last night and this·morning, on the question of the 
influence of the Fund size used for normalization of calculated quotas on the · 
distribution of calculated special quota increases. He seemed to think that the 
size of the Fund used for normalization would not affect the calculations of 
Variant 1 shown in the draft paper (special increases distributed in proportion 
to the excess of calculated over present quotas) but only those of Variant 2 
(special increases distributed in proportion to the excess of calculated quotas 
over present quotas augmented by the general increase). I tried to convince 
Mr. Williams this morning that Variant 1 would also be affected by the choice 
of Fund size, and he agreed that there were ways of calculating the increases 
under Variant 1 where Fund size used in normalization would make a difference 
but indicated that this was not the case under the system of calculation that 
had been used. 

cc: Mr, Pol!:lk 
Mr. Williams 

F 



TO , Files 

FROM , R, R, Rhomberg . 

SUBJECT(: Quota Calculatio~ 
~ --··-;;....->' 

DATli, November 26, 1974 

Mr, Williams called me last night on this subject and I had two telephone 
conversations with him, last night and this·morning, on the question of the 
influence of the Fund size used for normalization of calculated quotas on the · 
distribution of calculated special quota increases . He seemed to think that the 
size of the Fund used for normalization would not affect the calculations of 
Variant 1 shown in the draft paper (special increases distributed in proportion 
to the excess of calculated over present quotas) but only those of Variant 2 
(special increases distributed in proportion to the excess of calculated quotas 
over present quotas augmented by the general increase), I tried to convince 
Mr. Williams this morning that Variant 1 would also be affected by the choice 
of Fund size, and he agreed that there were ways of calculating the increases 
under Variant 1 where Fund size used in normalization would make a difference 
but indicated that this was not the case under the system of calculation that 
had been used. 

cc: Mr, Polak / 
Mr, Williams 



TO 

FROM 

SUBJECT : 

Mr. Rhomberg 
\ 

David Williams ~\;--J 

DAT!::, November 26, 1974 

. I do not believe your memorandum for files is a fair account of 
our conversations on the quota calculations. In Variant 1 the countries 
selected for special incieases were those whose calculated quotas exceeded 
their present quotas and that the amount of any special increase wa_s a 
uniform percentage of such excess. We believe that these calculated excess, 
which are derived from quota calculations which were based on generally 
accepted quota formulas and were normalized on the results of the Bretton 
Woods quota formula, are indicative of members' relative economic growth 
since thi last adjustment of quotas. This relative growth should be reflected 
in any increase in the Fund; the proportionate method of distributing the · 
special increases is an equitable one. In view of thci way the calculated 
quotas were used~ i.e., as a method of selection of countries and the 
proportionate allocation of any given special increase, I argued to you that 
Variant 1 would not change for any changes in the size of the Fund. This 
method was also followed in the Fifth Review. 

I argued, however, that the calculated quotas could be used in 
different ways~-e.g., to select special increases only on the basis of a 

·most-out-of-line concept. Our version of Variant 2 simply excluded those 
countries whose calculated quota. was 20 per cent or less in excess of 
present quota (though we might have based the exclusion on 40 per cent or 
less). You argued that the calculated quotas must first be scaled down to 
some arbitrary figures--e.g., SDR 39 billion, SDR ·43 billion and out of 
these varying totals the countries whose quot.as are most out of line would 
be adjusted for special increase. Apart from this variable concept of 
"out-of-J.ineness", I disagree that the calculated quotas, based on the quota formulas, 
must be scaled down to arbitrary numbers. 

cc: Mr. Habermeier 
Mr. Polak v' 



Of /ice Mem orandia m 

TO Mr. W. O. Habermeier DATli:, November 26, 1974 

G. Nicoletopoulos .«?/_ .. .. FROM 

SUBJECT : Payment of the Gold Portion of Quota Increases 
--Issues and Techniques · 

We have the following conunents on your draft on the above subject 
dated November 25. 

General Comments 

1. We have considerable difficulty with the proposal that the 
Articles be amended to establish a Subscription Account and to segregate holdings 

' of currencies acquired in payment of quota increases. The establishment of a 
separate account is a very comp1ix matter and raises constitutional and other 
problems. The chances that such,...account could be established in the next .1-2 
years are minimal. The paper makes no allusion to these problems. An additional 
consideration is that a Subscription Account would serve one of the purposes 
to be served by the Substitution Account that has been envis~ged in the Outline. 
I would therefore suggest that you omit the proposal with regard to the Sub
stitution Account. If it were to be retained, it should be discussed in a 
separate section toward the end of the paper as a longer term project to be 
considered in connection with the establishment of the Substitution Account. 
Similar objections apply to the segregation of Fund holdings. 

2. We believe that the memorandum downgrades excessively the possibilities 
under the existing Articles and dismisses them too definitely. ~.fuile we share 
your views in favor of amendment, it would seem inadvisable to close all doors 
to the possible use of techniques under the existing Articles. 

Other Comments 

Page 1, first paragraph : Take out the tenth line. The last sentence 
should be rephrased in view of the fact that the staff papers on amendment 

· do not deal with a subscription account or the segregation of holdings. 

Second paragraph: Take out the words "For this reason" in 
the second sentence. 

Page 2, last three lines: The descriptions of the proposal in the staff 
memorandum on amendment given here and in the first paragraph on page 11 are 

not coqsistent with each other and do not precisely correspond to the suggestions 
made in the memorandum. 
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Page 3, first paragraph: Replace "As a result of" with "In 
connection with 11

• 

~aragraph l(il: It ~ould be useful to indicate the magnitude 
of mitigation under the Sixth General Review if there were. to be a reduction 
of the, gold payment under Article III, Section 4(a). 

Page 4, paragraph l(iii)·: The last sentence should indicate that the 
technique described therein was used in combination with the technique 
described in (ii). 

Fifth line from the bottom: Replace the word "sight 11 with 11general 11
• 

Footnote: Take out the words "The controversial nature of 'the 
technique partly explains why". 

Page 5: At the end of paragraph 1 mention should be made, for the purpose 
of completeness, of increases in quotas by installments, including the variant 
introduced in the Fifth General Review. 

Fifth line from bottom and remainder of page: The source of 
the suggestion that a creditor member should have a veto over reductions in 
its creditor position should be mentioned. In connection with a reference 
to the possible reluctance of creditor members, it would be.useful to add 
that under Article VII, Section 2(i) the .Fund is empowered to require a member 
to accept gold in exchange f~r'its curreri'~·y. 

Page 6, first sentence: This sentence should be rephrased in order to 
eliminate· the possible implication that the past practice was inconsistent 
with the Articles. 

Page 8, line five from bottom: Members holding gold tranche positions 
would have to meet the requiremen~ of need, although the Fund would not be 
able to challenge their representations. The statement that conditionality 
may make it impossible or undes:i,rable for debtor members to use th.is technique 
might be toned down, for it would not necessarily appiy to members that had 
part of the first credit tranche. 

Page 9: The description of th~ technique for the conversion of loan 
claims into super gold tranche positions seems unduly complicated. 

'Page 10: The difficulties uncj.er the present Articles seem to be somewhat 
exaggerated. This applies particularly to the statement ~hat creditor currencies 
and special drawing rights would probably fail to enhance the liquidity of the 
Fund ... 
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Page 11: This section lacks clarify because the positions under 
the present Articles and under poss.ible amendments are not adequately 
distinguished. For instance, on page 13, sub-paragraph (ii), it is not 
clear whether the statement "there is no lack of techniques available" 
is addressed to the present Articles or to possible amendments H Similarly, 
on page 14, in paragraph (d), it is unclear whether the second sentence 
refers to the present or to the amended Articles. Also, the section 
assumes that in the amended Articles the present reconstitution provision 
would be retained (seep. 12, sub-para,graph (ii)). 

In line 3 of page 11·,. and in several other places in this 
section, reference is made to "the proposed amendment" but there is no 
indication of the details of the amendment and where the Executive 
Directors could find it. 

Page 12, sub-paragranh (ii): It might be explained that the present 
non-participants could become either participants or other holders. 

sub-paragraph (iv), fourth line: Rephrase to ensure con
formity with Article XXIV, Section 1. 

Page 13, sub-paragraph (ii): The last sentence in this paragraph 
is true only if the Fund is required to make such transfers. 

Sub-paragraphs (d) and (e) seem to assume that notwith
standing changes in the possible uses of the special drawing rights 
by amendment the designation and reconstitution rules would. remain un
changed. This does not seem realistic. 

Page 15, line 8 from the bottom: "That" is a misprint for "than". 

Page 16, first naragraph: The problems relating to reconstitution 
could b~ solved in connection with the amendment, 

Page 19, title: Replace "New" with "Other". 

Second paragraph: The question arises again what 
proposed amendment is referred to here and in line 5 of this paragraph. 

Page 22, line 6 from bottom: Replace ".currency" with "currencies". 

Page 23, last incomplete paragrapl!.: This description does not entirely 
fit with the draft provision in DAA/7L1/ 3, Sup. 1. 

Page 2L1, last paragraph: Under _the draft provisions in DM/74/2, 
Sup. 2, the Fund could probably adopt policies regarding the repurchase 
of currency paid instead of gold that could meet the points made here, 
except that the Fund could not authorize members not to purchase this 
currency at all. 

------------------- --------
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Page 25, paragraph 1, line 6: .Replace "such arrangements" with 
"arra~gements for remission". 

Paragraph 2: Reference should be made to the possibility 
of solving these problems by amendment·. 

Page 26, line 9 from bottom: Add "portion'' ai'ter "gold11
, 

Appendix, page 2, par. 4.a.(i): Two types of mitigation were allowed 
in connection with this general increase: increases by installments and 
partial increases. 

cc: Acting Mqnaging Director 
Hr. Polak 
Mr. Gold 



Paris, November 21, 1974 

To: Mr. J. Bennett 

From: J. J. Polak 

The question of the relative cost to a member ot paying 
in SDR versus its own currency for 25 per cent of its quota In• 
crease is somewhat complicated. It depends on the Fund's 
holdings of its currency in per cent ot the new quota at the time 
of the quota increase (and the ma1Ditude of the amount involved 
insofar as it may straddle different situations). 

The interest cost ot the use of SDRs is always 5 per cent. 
The interest cost involved in raising the Fund's holdings of the 
currency in question for the same amount can be more or less. 
At present rates of remuneration and charges, that cost would be: 

Fund holdinas in 
eer cent . of new 
quota 

below 5010 

50 to 78% 

75 to 100,o 

above 100% 

Effective cost 
to member 

5~ 

2 lt,. "lo 

0 

4%-6,, ) Failure to achieve 
T'1o}./ ) reduction in charges 

i/ ti 011tataadln1 credit traneiie dnwlnp ar uder the oil 
Tacllity only. 



t~ i-,d 
,1 Ch) • .;,. 0 - .;J.. I, I 'I 7 <f. 



-

MEMORANDUM 

TO: 

FROM: 

Mr. Habermeier 

J. J. Polak 

SUBJECT: Quota Paper 

November 15, 1974 

My original idea was that there would be no need for a new paper, 
siJlply a few paragraphs introducing and describing the tables we wanted 
to circulate. A quick reading of the draft paper you sent me dou not 
change my opinion on the subject. In any event, thia draft would need very 
substantial editing and clarification (aa baa unfortunately been the case of 
all draft• on quotas coming from your Department) and I do not have the tiae 
or the inclination to perform this service again. 

Specifically, I do not think the sections on general and special 
quota increases -insofar as I can understand them-are needed, except for 
the information provided in footnote l on page 2. In section 4, I presume 
something illlportant is intended to be conveyed by the first paragraph on 
page 8 but it is not clear what. The second paragraph on page 8 is also 
much leas clear than the description itself given on page 10. Aa regards 
page 9, I am sorry that we are not yet ready to make calculations on the 
basis of more current data. However, if the reader 1• asked to wait for 
further work I see no point in a cursory discussion of various alternatives 
here. 

I am shocked by the use of the formula that gives special increases' 
to all countries. Thie is the result of what is mentioned in (vi) on page 10, 
which is obviously an unaatiafactory distribution system. I would suggest 
giving all countries a general increase of 35 per cent of quota and distributing 
the remainder in proportion to the excess of calculated quotas, adjusted to an 
appropriate total level, over 135 per cent of quota. 

It is not clear from the text of (1) what is meant by the excluaion 
of China. In particular, is the increase of 50 per cent applied to a total 
with or without China/ I do not understand the point in (iv) of raising one 
group of developed countries by 45 per cent and another group by 40 per cent. 
If there is any justification for this it certainly is uot the one givell.Jwhich 
I read to mean that 40 per cent is almost 45)per cent. If equality was desired 
it could have been obtained; if it was not desired the reason for the inequality 
should be given. 
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I would be inclined to apply the 35 per cent general increase 
to the industrial countries alao; I see no conviDcing reason for making 
these countries leaaSllmaitive than others on maintaining their shares 
within the group. 

On a more general level, I would accompany these calculation• 
with another set based on a one third or 35 per cent overall increase and 
a general 1.Dcreaae of about 25 per cent. 

I would certainly not object to making comparable calculations 
on the a&8Ulllptions underlying Table a.. 
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SUBJECT : 

!J - le 

The Managing Director 
,• <}\ 

William B. Dalei):4fU 

The Trouble with Mitigation 

DATE: November 14, 1974 

Mitigation of the normal 25 per cent gold payment requirement 
for quota increases (except in the relatively limited number of 
cases where, because member 1 s reserves are less than the new quota, 
the Fund is empowered to reduce the proportion of gold payment) is 
distasteful because it is complicated and gives the appearance of 
evading the intent of the Articles. But however one feels about 
those matters, they are not in my view the main problem with miti
gation. The main problem is that in the end mitigation cannot be 
made to work satisfactorily from a technical point of view. 

Case A 

Suppose Germany, with by far the largest super gold tranche 
position in the Fund, were ready to serve as the mitigation inter
mediary. One mitigation possibility ·would be for .other members to 
buy gold from Germany at the official price, for dollars, and pay 
it to the Fund for their quota increases. The Fund would then 
immediately sell th.e identical gold to Germany to replenish its 
holdings of deutsche mark. 

After all such transactions, the result would be: 

1. Germany's gold holdings would be the same as before 
the transactions; 

2. Germany's dollar holdings would be increased by an 
amount equivalent to the total volume of mitigation 
transactions for which Germany served as intermediary; 

3. Germany's super gold tranche (and her total reserve posi
tion in the Fund) would have been reduced by the same 
amount as her dollar holdings had been increased; 

4. Due to the change in the composition of her reserves 
to be brought about by 2. and 3., Germany would not 
be likely to agree to serve as intermediary under 
these arrangements; 

. c· 
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5. Even if Germany would agree to serve as intermediary, 
the procedure described could not be carried beyond 

Case B 

an amount which brought the Fund's holdings of deutsche 
mark up to 75 per cent of quota, and this would be 
limited to SDR 911.8 million as of November 8, an amount 
·which would facilitate quota increases of only SDR 3.6 
billion. 

Suppose that all members which had sup.er gold tranche positions 
·would join Germany in consenting to serve as intermediating in such 
mitigation transactions. Each such member ·would go through the same 
steps, and the same disadvantages, as described above. However, on 
the basis of the November 8 situation, the aggregate of the super 
gold tranches available for such use would be a little over SDR 2 
billion, so that the aggregate of quota increases which could be 
handled in this way would be about SDR 8 billion, only slightly 
more than 25 per cent of present quotas. 

Case C 

(' The quantitative limits to the mitigation process described 
l_,,: above could be increased if by the time of the quota increase pur

chases outstanding, and correspondingly, super gold tranche positions 
were higher than now. 

('. 
\ --- J 

Case D 

Suppose that by the time the quota increase were agreed, the 
United States had a substantial super gold tranche position due to 
quite large purchases of dollars from the Fund in the interim. Then 
suppose the United States agreed to serve as the mitigation inter
mediary. In that event, the United States would sell gold for dol
lars to another member, which would pay the gold to the Fund for its 
quota increase. The Fund would then sell the same gold to the United 
States in replenishment. 

The United States would not have the change in composition of 
its gross reserves mentioned in the case of Germany under Case A. 
Instead, the net outcome for the United States would be a reduction 
of its super gold tranche (and of its aggregate gross reserves) 
balanced by a reduction in its liabilities to foreign official 
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dollar holders (or ·with an offset in a reduction of official dol
lar holdings in the Euro-currency market, which is much more 
difficult to follow through). In any event, the United States 
·would have similar, though slightly different reasons as other 
members to resist serving as intermediary. 

Case E 

The situation ·would be different if members subscribing to 
quota increases were to purchase from the Fund the currency of the 
member country from which they would buy the gold (against that 
currency) for their quota increase. In that event the circle would 
be complete. In the example of Case A, the Fund's holdings of 
deutsche mark (and therefore the German reserve position in the 
Fund) would be the same after the series of transactions as before. 
Telescoping the whole series of transactions--and abstracting from 
technical and operational problems that could arise--the essential 
financial result would be the same as if quota increases were sub
scribed wholly with the currency of each member. 

There are two further points to be made, however. First, this 
mechanism of Case E ·would ·work fully only if drawings could be 
made available unconditionally to all members in the amount of 25 
per cent of their quota increases, and only if such drawings were 
in some sense genuinely additional to all other facilities in the 
Fund. Given the legal basis for conditionality of drawings in the 
credit tranches under the 1969 amendment, it seems doubtful ·whether 
these requirements could be met for a large number of members. 

The second point is that, as a technical matter, all mitigation 
schemes have the final result that what the Fund receives instead 
of 25 per cent gold subscription is currency. Under Cases A through 
D, the currency effectively.received, in lieu of gold, would be the 
currency of a member that presently holds a super gold tranche 
position. That may sustain Fund liquidity quite well in the short 
term, but it would provide no necessary assurance for the longer 
term, when the usability of countries' currencies might turn around 
due to the evolution of payments and reserve positions. Under Case E, 
the medium effectively received by the Fund in lieu of gold would be 
the currency of each member subscribing to a quota increase. That 
would be likely, on the whole, to be considerably more disadvantageous 
for the Fund's future liquidity than the previous four Cases. 

~ 

cc: Messrs. Gold, Polak, Habermeier 



MEMORA.Nl)UM 

TO: 

FROM: 

Managing Director 

J. J. Polak 

SUBJECT: Work Program, Sixth Review of Quotas 

November 11, 1974 

In order to make further progress I would recommend that we 
concentrate staff work on the preparation of further tables. This appears 
_to be the only way in which the implications of certain desires expressed 
by Board members can be clearly seen. The surrounding text could make clear 
that the staff does not necessarily believe that the range of possibilities 
discussed in the table submitted defines the area in which agreement will 
be reached. This position can the more readily be believed inasmuch as the 
table which most Board members appear to support (Table B) probably does not 
provide a basis for ultimate agreement. 

I would recommend submitting to the Board various versions of 
Table a, using again those numerical assumptions on which there seemed the 
greatest' density of support, while recognizing explicitly the existing 
dissent from this range. In thia line I would make the calculations for 
an overall size of about 33 per cent and 50 per cent, with general increases 
of three fourths of the overall increase. 

To show what this would mean for individual countries I would 
sug&est the following: 

(a) For the industrial countries distribute the total on the basis 
of the Bretton Woods formula or a similar formula using data for 1971 to 1973. 

(b) For the other developed countries and the aon-oil producing 
LDCs use a simplified formula with trade and export variability only, using 
data for 1971 to 1973. 

(c) Distribute the extra 5 per cent for the oil producing countries 
on the basis of the volume of their oil exports in recent years. 

This approach meets the rather generally expressed desire for the 
use of the more current data, which is possible for the LDCs if we go over to 
a simplified formula. 

cc: Deputy Managing Director 
Mr. Gold 
Mr. Habermeier 
Mr. Sturc 
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The Managing Di rector .. · 
TO · The Deputy l'ianaging Direc~or 

W.O. Habermei~j /1 t 4 

DATE, November 7, 1974 

FROM 

-ij ~..,"v~ 
SUBJECT : Work Program--Sixth Review of Quotas 

It appears desirable that I report briefly to you where we stand 
·on the quota· review at present and, what our next steps might be. 

1. The last meeting of the Committee of the Whole on the Review of 
Quotas did not reach any specific conclusions nor did it result in guidance 
for the staff on the next stage of our work. However, several matters became 
clearer. 

First, as regards the overall size of a quota increase, the gr·eater 
number of Executive Directors seemed to favor inc1·eases in the range 
of 35-50 per cent over the present size of the Fund. There were some 
major differences of opinion remaining, for example, Mr. Cross and, 
similarly, I·lr. Schleiminger <;onceding only an increase of only 25 per cent 
or less, and at the other end of the spectrum,.a number of Directors, 
largely from the less developed countries, arguing for 70 per cent or more. 

Secondly, there was fairly i .. idespread agreement that the share of the 
major oil exporting countries needs to be adjusted significantly upward 
and the approximate doubling of their share, which the staff had used as 
an illustration, did not cause negative reactions. However, there was a 
clear desire to provide some quantitative justification for that kind of 
adjustment; another significant element was the idea (Mr. Cross) that this 
special adjustment should uc regardecl as 11anticipatory. 11 In addition, the 
idea was strongly advanced by .sr:,veral that a substantial increase in their 
share would be somehow made conditional on the effective strengthening of 
the Fund's liquidity by 11sing the cu:rrencies of these members in transactions. 

TI1irdly, there was substant.ia1 diversity of opinion on the relative Tole 
of general and special adjustment id.thin the overall increase--some arguing 
for a fairly high proportion of the general adjustment with a fairly low 
proportion of the special adjustn:ents, (c. g., 1'ir. Lieftinck argued for 80 
per cent of all increases in the form of general increases); some others 
arguing more strongly for the clearest possible reflection in the relative 
change in their economic position (e, g. Japan), -

Fourthly, the question was raised explicitly of how to go about paying 
the increases in subscriptions, in particular, the 25 per cent of the increase 
which is normally payable under t!1e existing Articles in gold, and a pa.per 
was promised on the policy issues that are likely to arise. 
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2. Against this background. the fo11ow~.ng next steps would seem 
,-..... appropriate: the next discussicn of the Commi ttce of the Whole should 
, _ _,, be concerned with the size of tl,:c overall increase of the Fund but would 

focus its discussion on the distribution of :l.ndividual quota increases. 
This approach would hopefully elicit a more specific conclusion from the. 
Executive Directors and would advance the general discussion of quotas 
sufficiently before the.Interim Committee meets. 

It would be too early to expect a consensus on the overall increase 
in the size of the Fund. In fact, an early, and possibly a hastyi agreement 
on the overall size could reduce the flexibility in adjusting individual 
quotas. It would therefore seem.reasonable to continue to make quota. 
calculations on the basis of the three alternative assumptions on the size 
of the overall increase, namely 25 per cent, 50 per cent, and 75 per cent. 

We should also try to force the pace on (i) general increases 
versus special increases; (ii) the principle of selecting countries for 
special quota increases; (iii) the ihethods of allocating the special quota 
increases. 

On the relationship between general and special increases within 
the overall increase, two differing and fairly strongly held opinions are 
apparant: there are those who wish tQ avoid a decline in their relative 
positions in any enlarged .fund, such as the United States and the less 
developed countries as a group, and .in particular major members among them 

r-.... such as India on the one hand. On the other hand there are those like 
I 

'--,,. Japan, Korea, and a long list of individual members including Israel, 

(' 
'· _,., 

Yugoslavia, South Africa and many more, who wish to maximize their absolute 
and also their relative positions in response to their needs and also safe
guard their claims.for seats in the Board and Committees. This group could 
well call for a relatively large overall increase and a :relatively small 
general increase. Some acceptable combination reconciling these opposing 
views needs to be worked at, for example.a large general adjustment with a 
relatively large 'QUmber of special increases. 

On the principles of selecting the countries eligible for special 
increases we need to aciopt sorne quantitrtive criteria. This might be done 
on the basis of l or 2 simplified formulas u~ing relatively current economic 
variables. 1l1ese formulas would need to be fitted with the economic criteria 
on which the substantial relative adjustment of quotas of major oil exporters 
would be based so as to preserve to the greatest extent possible a uniform 
approach for all members of the Fund (I'-ir. Cross argued in the meeting that 
the staff had gone about the issue of adjusting ciuotas in the wrong way by 
discussing groups of mcml:)ers rather than adoptbig a uniform approach for 
all members) . 

Furthermore, considere..ble headway would be cl.esi:r.Etble on the question 
of the size of the special increases for the major oil exporting countries 
and in this regard some eccnomic c.riteria can be developed using recent 
economic data. 
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The use of more cur-rent indicators, but short of projections, for 
these members would presumably need to be ex·te11ded in some form to all other 
members. An attempt should also be made to clarify the concept of 
11anticipatory11 increases. It seems to involve a policy resolution that the 
special adjustment of the oil e.xporting countries' quotas. is based on 
uncertain prognostication of their future position; thus other members should 
be Snab1ed to catch up _in the next review of quotas, if it appeared that 
their relative position had improved aga.in. · 

Finally, the usability -of the currencies of the oil exporting 
countrie.s needs to be clarified more pTecisely. At present there is an 
amendment porposed to the Articl'es which would make it an obligation for 
members .to convert their currency if it is sold by the Fund on the basis 
of the exchange rates at which the Fund sells currency. 

A paper along the abov_e lines is being prepared and it is hoped 
will be ready for your approval· in about one week. A paper is also being 
prepared on the issues arising with regard to the payment cf the quota 
increases and should be ready at about the same time, al though possibly for· 
somewhat later discussion. 

cc: Mr. Gold 
Mr. Polak 
Mr. Sturc 
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MEMORANDUM FOR FILES 
,,- // 

CONFIDENTIAL 

October 24, 1974 

Subject: 
'1 / /. 

IBRD-Recyciing 9£ Oil .Surplus in 1975, and Related Issues 
7 / /· 

Mr. Hattori paid me the first of his announced visits yesterday· 
on behalf of Mr. Cargill of the IBRD,. to maintain a liaison with the Fund. 
His·first and only interest on this occasion was in the Fun~9,uotJ,,exer
cise and in particular the outlook f~~pottS Of ta~,J!,¥l,,l,Or oil expor-
ters. I explained to him the worF.of"-the Committee. of the Whole on . 
Quotas and in particular the point which·· we· had reached after the meeting 
of that Commi_ttee on Monday, October 21. · Mr. Hattori wanted to know . 
what special quota increase might be planned in Fund quotas; he hoped .the 
World Bank could again take its cue from the Fund;' as it had. done in the 
past, £Gr some kind of special adjustment. of capital quotas in the World 
Bank. Mr. Hattori thought that the Fund was considering a proposal to 
double the share of the major oil e~porters. I explained the nature of 
our illustrative calculations and the various alternative assumptions which 
we had made and related to him the desire of some of our Directors that 
special adjustments of the quotas of the major oil exporters., like any 
other quota adjustment, would need to be justified by some economic indica
tors, that they might be regarded as "anticipatory", a~d also the strong 
sentiment that the Fund's holdings of these members' currencies should be 
fully usable. I asked whether it was true that the World Bank contemplated 
a trip+ing of the quotas of the major oil exporter~. Mr~ .Hattori. responded 
that there might have been some thinking along these lines but_nothing 
authoritative had emerged. (He mentioned as an aside.that Mr. McNamara 
had volunteered to the Japanese Finance Minister a very strong commitment 
to increase Japan's relative position in the Bank.). He felt that it would 
presumably create difficulties.if substantial differences were to develop 
in the voting strength of major members or groups·:of members in the two 
institutions. He was, of course, aware that some differences already 
existed. 

I also asked Mr. Hattori about the likely timing of any action 
on quotas in the World Bank. He would not confirm the rumor that the 
Bank would be moving quickly, ahead of the Fund,_ and thus depart from 
past practices. (Incidentally, Mr. Hattori did not yet know that on past 
occasions we had dealt with Mr. Gosha! of the Secretary's Department of 
the IBRD on quota matters, and with.Mr. Adler.} Mr. Hattori's own view 
was that the present calendar of the World Bank would not allow the Bank 
and its Board to turn to the adjustment of quotas any time before January 
of next year; there were at least seven other major policy issues to be 
discussed by the Board in between, such as the interest rate charged by 
the Bank. He wondered whether the Fund would be able to conclude the 
quota review by early February 1975 to which I responded that 
while the present review was apparently more difficult than previous re
views, th~ discussions had so far progressed satisfactorily on schedule, 
and I certainly hoped that the Interim Committee, in its January meeting, 
would be able to come to the main policy conclusions in regard to quotas 
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so that not long thereafter one would know.the general magnitude and the 
distribution of quotas among various members and.groups of members of the 
Fund. One might even hope to know before that meeting the major principl~s 
which would govern the. distribution of new quotas. Mr. Hattori felt that · 
if indeed the Fund could. stick to the February date he did not see how the 
World Bank could depart from the past practice of following the Fund, given 
the difficulties of establishing criteria for special quota adjustments and 
the problems that might be associated with different approaches and different 
results as between the two institutions. 

cc: The Managing Director (on return) 
The Acting Managing Director 
Mr. Gold 
Mr. Polak:/ 
Mr. Sturc 

uLJ 
We O. Habermeier 

Q · Area Department Heads 
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MEMORANDUM 

TO: 

FROM: 

Mr. Fleming 

J. J. Polak 

SUBJECT: Quota Increases and SDR Substitution 

October 11, 1974 

I do not think we should pursue this idea, at least for the time 
being. There are coo, many reasons on the other side, even if not all of 
them of the same val dity. 

1. I would expect the quota increase to be very substantially 
smaller than you assume, e.g., SDR 12 billion at the outside. Payments 
in SDRs and converti~le currencies for 3 billion could be made without 
excessive difficulty, in particular if one assumes that Fund transactions 
would add substantially to creditor positions between now and the time when 
the quota increases would go inco effect. 

2. While convertible currencies are not quite as liquid as SDRs, 
the particular currencies we would be receiving have almost always been 
usable. 

J. Although at this moment gold cannot be used by the Fund this 
situation will surely change if necessary (I would think even without amend
ment) so that the Fund's liquidity is in a sense very high. 

4. I do not read the general attitude towards amendment to be such 
as to make it possible to include anything as marginal as substitution. 
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October 3, 1974 

MEMORA.N'DUM FOR FILES 

Subject: Iiforway 

When Mr. Kleppe caJ:led on the Managing Director this morning he 
stressed that Sweden had changed its attitude toward quota increases o.nd 
that the Scandinavian countries were now all agreed on the desirability of 
a large increase in quotas. 

He also confirmed that Norway is prepared to subscribe SDR 50 
million to the oil fa.cilit:r in 1975 and he said that in 1976 a larger Sili-U 

could be made available. He remind~d us that the current account deficit 
fore::;een :for 1975 would be approximately $1 billion. 

L. A. vi'hittome 

cc: The Deputy Managing Director 
/ 

Mr. Polak v 



• 

Boards of Governors · 1974 Annual Meetings · 
~. ,~~le 

Vtashington, O.C. 
INTERNATIONAL MONETARY FUND 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE CORPORATION INTERNATIONAL DEVELOPMENT ASSOCIATION 

Addr~u ,~pl~J ro.' 

JOINT SECRETARIAT - ANNUAl MEETINGS 
IMF - IBRO Al<D Aff lllATES 
WASHINGTON, DC 1001 

MEMORANDUM FOR FILES 

Subject: Belgium 

October 1, 1974 

INT[RMUT 
WASHINGTONOC 

Mr. De Clercq called on the Managing Director this afternoon. The 
following points arose: 

1. The Managing Director said that despite the refusal o'f the Germans 
to make any contribution to the oil facility arrangement this year, he had 
some hopes that the Dutch would decide to lend to the Fund under this arrange
ment. He said that he hoped that if this happened the Belgians would 
consider seriously whether they could also contribute. Mr. De Clercq seemed 
to nod but went no further." 

2. In talking about the GAB, the Managing Director said that he thought 
that,insofar as the GAB was used to finance drawings on the normal facilities 
o'f the Fund, it was difficult to envisage a rate of interest above 4 per cent. 
If, however, under changed conditions it was agreed that it should also be 
used to finance the oil facility, then it would be appropriate that the rate 
of interest to the lender should be in line with that which the Fund received 
from its lending. 

3. In a discussion on quotas, Mr. De Clercq said that he regarded the 
Belgian quota as already on the large side and that he thought that an increase 
of 25 per cent (he later raised this to 30 per cent) was as large as was 
suitable for Belgium . After some discussion Mr. De Clercq agreed that he could 
support a general increase in quotas of around 30 per cent, with special 
increases on top of this. 

4. The Managing Director said that he hoped the Belgian Executive 
Director would be authorized to partake in a Fund Board discussion on gold 
later this year. Mr. De Clercq indicated that this could be done but the 
point was made that there would be a meeting o'f the EEC Ministers at which 
this subject would be taken on October 21 and that it would be further dis
cussed by EEC Central Bank Governors in early November (I notice the Basle 
meeting is scheduled for November 12). The point was therefore made that any 
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Fund Board discussion should occur sufficiently after the Central Bank 
Governors'meeting to allow time for the transmission of instructions. 
This.would seem to argue for a date not before the third week in November. 

5. Lastly, there was some general discussion of the possible role of 
the Fund in recycling during 1975. 

cc: The Managing Director 
The Deputy Managing Director 
Mr. Gold 
Mr. Polak 

L.A. Whittome 



MEMORANDUM 

TO: 

FROM: 

Mr. Arllington 

J. J. Polak 

September 30, 1974 

SUBJECT: Bxpc?rt Variability and Quota Review-The lietherlande 

I am aomewhat unhappy that we were reaponsible for passing on to 
the Treasurer a description of the calculation of export variability which 
1• obvioualy wrong, "averagiDg ratios [1.e., percentage deviations of five 
year moving averaaea] without regard to aigu (the reault being a 'root 
mean square proportional deviation')." Thia language was then passed on 
by Mr. Habermeier to Mr. de Vries. 
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TO 

Of1.tice J 

Hr. de Vries 

FROM W. 0. Habermeier 

suc.Jr=cT, ~ort Variabilitz and Quota Review--The Netherlands 

DATE, September 29, 1974 

Thank you for your memorandum of September 17, 1974. I hope the follow
ing will clear up some of the seeming discrepancies between the Fund's calculations 
of export varial?ility and those of the .Netherlands Planning Bureau. 

1. The difference between the variability ratio calculated by the 
Netherlands Planning Bureau and that calculated by the Fund seems to arise mainly 
from a difference of US$200 million in the average monthly export figure for 1966 
used by the Planning Bureau and by the Fund; the 1966 figure"in the worksheet 
provided by you is 363 million and that used by the Fund -is 563 million. There 
are also slight differences in the data for other years (see attached). There 
also seems to have been an error in the SDR-dollar conversion rate in the Planning 
Bureau's calculations; the conversion rate should have been 1.0857 instead of 
1.2063.~ (This difference would not, however, have led to a higher variability 
in the Netherlands calculations.) It would seem that the higher\figure arrived 
at by the Netherlands Planning Bureau results from .. the large difference in the 
export figure for 1966. 

2. The export variability allowance in s:-f/74/71, Supplement 1 is, of 
course, a computation made for the purpose of determining maximum access to the 
Fund's Oil Facility; they are not the calculations used in the quota exercise. 
The idea behind the concept of the variability of exports is, of course, the 
same for the Oil Facility and for calculating quotas, the methods of computation 
are quite different. For calculating quotas, the variability of exports is 
defined as one standard deviation from a centered five-year moving average of 
exports covering a period of thirteen years (ending 1972); the formula used for 
this purpose is given in Appendix to SH/73/274, page 30. The variability measure 
used in connection with the calculations for the Oil Facility is computed by 
expressing the deviations as percentages of the corresponding five-year moving 
averages, covering a period of 17 years in most cases, g_nd tb..,e.ILav9ra_~ · 
ra"tios without regard .,tQ,£,ls_Il_(the result being a uroot mean squared proportional 
de~~resultant nu~y;-w'nii::t'1 .. ;-e'5rp're13'sed--:is"'a per~r.s=caT'lecl-f'.'1're"'"' 
"E~port v;;iability Ratio in SH/24/41, Supplement 1, was multiplied by a country's 
1972 exports (in SDRs) to arrive at two standard deviations of the country's 
exports, 11scaled11 to the 1972 level of exports. The formula used in connection 
with quota calculations yields one standard deviation scaled, in effect, to the 
SDR average level of exports over the period chosen for the calculation (i.e. 
1960-1972 in the latest quota calculations). ' 

*for 1972 

Attachment 
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· 1955 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 

Exports of tbe Netherlands 

($ billion, annual rate) 

Series Shown in Data Fund 
Series.Y Mr. de Vries' Memo of 9/17/74'!.:/ 

2.69 
2.86 
3.10 
3.22 
3.61 
4.03 
4.29 
4.58 
4.96 
5.81 
6.40 
6.76 
7.31 
8.37 

10.00 
11. 77 
13. 93 

2.69 
2.87 
3.10 
3.22 
3.61 
4.03 
4.31 
4.58 
4.97 
5.81 
6.40 
4.36 
7.28 
8.34 
9.96 

11. 77 
14.02 

1/ Used both for purposes of Oil Facility and Sixth Quota Review. 
2/ Monthly averages have been converted to annual rate\', 
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INTERNATIONAL MONETARY FUND 

Sixth General Review of Quotas 
. Illustrative Calc\llations on the Size of the Fund. 
and.~ on t:he Distribution of Q!Iotas Among Groups of Members ... 

Prepared by the Treasurer,'s and Research Departmen;ts 

Approved, by W.O. Ha~ermeier and J.J. Polak 

Sep~ember. 26, 1974 

. ' . - . ' 

The illustrative.quota calculations presented in this paper have been 
prepared in the light of the Acting Chairman's statement and the discussions 
of the members of the Committee of the Whole in meetings No. 6 and No. 7 of 
August 7 and 14, 1974. At the last meeting of the Committee, it was indicated 
that these calculations would attempt to cover a number of interrelated issues 
such as the relationship between general and special increases in quotas in 
the context of different illustrative increases in the overall size of the 
Fund and different techniques of distributing special increases in quotas 
between various groups of members. No attempt would, however, be made at 
this stage to show the potential results of the above calculations for each 
member. The question of how to adjust individual quotas within certain 
groups of members would need to be discussed in a subsequent paper •. 

1. General and selective quota increases 

.For any given increase in th~ overall size of the Fund, it is a matter 
for judgment what the appropriate size of the general increase should be so 
as to ensure.the overall adequacy of quotas and what should be the size of 
the selective increases to.take into account the changes in members' relative 
positions in the world economy, especially if it is assumed that no member's 
quota will decrease from its present level. The smaller the desired overall 
increase in the size of the Fund, and the larger the desired changes in 
members 9 relative positions to reflect.more faithfully the relative size of 
members in the world economy, the smaller would have to be the general 
increase in quotas. The larger the overall size of the Fund the more likely 
it is that both criteria of overall adequacy and changes in relative positions 
could be accommodated. In order to take some account of these considerations, 
the calculated size of the general quota increase in Appendix Tables A, Band 
C has been put for illustrative purposes .at 10 per cent, 25 per cent, and 40 
per cent in regard to overall increases in the size of the Fund of 25 per 
cent, 50 per cent, and 75 per cent, respectively. Table D has been constructed 
along the .lines suggested by a 0 member of the Committee of the Whole at 
Meeting No. 6, wi,th the amoui:;ifs ·scaled down proportionately. These overall 
percentage increases have been applied to the present actual total of all 
quotas, which amount to SOR 29,;189.4million; China's quota has been kept 
unchanged at SOR 550 million iri each calculation. · 
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2. Grouping of members 

During the recent discussions of the Connnittee of the Whole, consider
able emphasis··was ·placed on the present and future shares in. the total of 
Fund quotas of certain groups of members, such as the oil exporting countries 
and the developing countries, but also of very large members, such as the 
United States. With these views in mind, the Fund membership has been 
classified in this memorandum into three major groups: "Industrial," 
"Other Developed/' and "Developing" which in tu:rn has been subdivided into 
11Major Oil Exporters" and "Other Developing." The system of classification 
by groups follows that used in the International Financial Statistics. 
Obvio~tsly, these groups are not completely homogenous. For example, certain 
members classified in IFS as belonging to the group, "Other Developed," have 
economic characteristics-"."similar to those of certain members in the "Other 
Developing" sub-group. 

As regards the sub-group of "Major Oil Exporters," this includes 
Algeria, Indonesia, Iran, Iraq, Kuwait, Libyan Arab Republic, Nigeria; Saudi 
Arabia, and Venezuela,!/ and also Ecuador, Oman, Qatar, and the United Arab 
Emirates. This classification is based on the share of these countries in 
the total production of petroleum and the predominance of petroleum in their 
total exports;2/ more generally it also takes account of the likely ability 

0 

of these countries to assume a greater financial role in the world economy Q 
and, in particular, in the financing of balance of payments disequilipria . 
through the General Account of the Fund. A number of them have already made 
bilateral loan agreements with the Fund for financing of the Oil Facili,ty; 
the liquidity position of the Fund would, however, be enhanced if the Fund's 
holdings of the currency of these members were increased as a result of 
quota increases. In this connection, it will be noted that not all major 
oil exporting' members have as y~t made arrangements which would aliow the 
use by the Fund of its existing holdings of these· currencies in transactions 
with other members.· · 

3. Criteria for distributing increases 

In general, the distribution of quotas among groups of members will 
need to be based essentially on the criteria discussed in the staff paper 
on the function of·q1,1otas (SM/73/273, December 10, 1973). In the context 
of the present quota review, several elements may be singled out for 
special consideration •. · 

a. In view of the large scale and rapid change in the structure· of 
international payments, the distribution of quotas.should be such that a 

1/ These nine countries are grouped under "Major Oil Exporters" in the 
Fund's Annual Report for 1974 (see, for example, Footnote 4 to Table 1, 
page 4). 

2/ Each of the members listed had a share of about 1 ·per cent or more 
of-world production of petroleum, and their exports of petroleum accounted 
for more than one third of their total exports. 0 

'v 

' 
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reasonable balance is achieved between creditor and debtor members, even 
though some strengthening of the Fund's liquidity can be achieved by borrowing. 
This consideration would lead to the conclusion that a substantial increase in, 
the,quotas of the major oil exporting members should be envisaged~ ,The . 
precise extent of such increases is not easy to determine because quota 
calculations cannot capture, for lack of data, the latest changes in world 
economic positions of members, nor indeed the changes in positions that might 
reasonably be expected in the next few years. In addition, any increase in 
the share of one group of members will mean a decline in the relative shares 
of other groups; this raises the issue whether the increased role of one 
group should affect the positions of all other groups of members in the same 
way er whether the necessary adjustments should be achieved by applying 
different cri t_eria to various groups of Fund members. 

b. Certain members, especially most of the developing members, are 
less able to borrow from the international money and capital markets and 
have a lesser access to inter-central bank credit facilities than the more 
developed members and members-of certain economic and monetary·groti.ps, such 
as those in the European Community. Developing members are also less able 
to afford the accumulation of reasonably comfortable external reserves while 
their balance of payments positions are frequently more vulnerable than those 
of the developed countries; in some instances, their economies may also suffer 
from prolonged internal and external economic maladjustments. ·The Fund·has 
already adopted policies to take account of these difficulties by creating 
several special credit facilities, all of which have the effect of increasing 
access to Fund credit by a greater multiple of the quota than would otherwise 
be the case. The quota formulas themselves have been adjusted to reflect the 
special circumstances of developing members. Nevertheless, it will again 
be important, in the staff's view, to insure adequate access of the non-oil 
producing developing members to the resources of the Fund, which could take 
the form, for example, of avoiding a decline in their share, taken as a whole, 
in the total of Fund quotas. 

c. Increases, decreases,·or the maintenance of the shares of a 
particular group of countries do not mean, of course, that the relative 
position of each member within the group should remain unchanged. Individual 
quotas will mainly be influenced.,by the relative change in countries' 
economic positions since the last review, as well as by the distribution 
between general quota increases and special increases, the techniques used 
to allocate special quota adjustments and., as experience sho_ws, especially 
in relation to the larger quotas in the Fund, by the result of negotiations. 

4. Distribution of special quota increases among groups of members 

In order t~ determine the.distribution of special quota increases among 
groups of members., a number of techniques could be used to allocate the over
all amount available for special increases: for example, (i) by the amount 
that a member's calculated quota is larger than its present quota taken as 
a proportion of the total of calculated quotas over the total of present 
quotas and, similarly for groups of members; (ii) by the amount of the positive 
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difference between a member's calculated quota made for the Fifth and.for the 
Sixth Quota reviews ... -i.e., the increment in the calculated ,qµota--.taken 
as a proportion.of the.total sum of such differences or ~!,milarly fora 
group of members; and (i:ti) by allocating 'an absolute amount or a pre:...',. 
determined sha::;-e ./o.r quota increases tq each group. These. approache7 are 
illustrated in th,e calculations appended to, this paper~ . A .. ~hoice ·exists 
under (i) to .employ either the formulas used in p.ast revi~ws or to,, apply a 

. simpler formula based on the most recent international .trade .or reserve 
figures. 1/ Since no new formula has been decidecl upon,·· the staff ha.$. used · 
the concept of the "singl~ calculated quota" in EB/CQuota/74/2, which is 
an amalgam of varioU$ quota formulas and employs statistical data.ending 
in 1972.2/ The alloc.ation of quota increases on the basis of predetermined 
shares or absolut.e amoui,:ts, as under (iii), is more arbitrary in nature and 
woul<l reflect a judgment as to the role a group of members should have as 
prospective creditors, as prospective debtors, and for other reasons.· 

5. Illustrative calculation.s 

The attached c.alculations have in general been based on the consider
ations noted above. Other details are explained.in the notes to the tables; 
some of the main assumptions .are as follows: 

. ' 

a. In all tables the totaJ size of the Fund is assumed to be increased 
by 25 per cent , by SO per, cent, or by 75 per cent. · 

' ,, . 
~ ., ' 

b. Greater percentage equi-proportiond 1 incr·eases: are. assumed, ·the 
greater the overall increase: 10 per cent, 25 per-··eenti: -and'· 40 per cent·, 
respectively, (except Appendix Table D). · ,, :·:. ,,,,;. ' 

c. In Tables B arid C it ha~ peen assumed that, t:he,,·share of the 
developing, countries will rise owing to a doubling of the'share in total 
quotas of .the major oil expor'ters,, .while the, sh~re of other··developing 
countries will either remain unchanged (Appendix Table B) or fall in the 
same proportion as the shares of other groups (Appendix Table ,.c~ ·. Appendix 
Table Dis based on special additions.to both groups of developing countries. 

d. In Tables A and B.special quota increases' have be~n allocated 
in proportion to the excess ~:rf calculated quotas over existing quotas; 
in Table C the share ·of the _maj.or oil exporters has been doubled and the 
shares of other groups have been reduced proportionately; in Table D, 
allocations have been·mide on the basis of the increme~t in calculated quotas. 

~ : ! . ·~ 

1/ As to the .. 11vailabili ty of data for quota calculations, see 
EB/CQuota/74/2, Appendix I. ·. 

2/ For an illustration of simplified quota formulas see SM/73/275. 

0 

0 

0 
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6. A few observations on the results presented in Appendix Tables A-D 
may be useful. 

a. The method employed in Table A does not result either in 
maintaining the share of the less developed countries o.r in increasing 
significantly the share of the major oil exporting countries because of 
the relatively fast growth of the groups of other members over the years 
from 1967-72. It is, of course, possible that the use of more recent data 
in the quota formulas or different formulas would change this conclusion, 
especially insofar as the major oil exporters are concerned. 

b, The three other tables show a fall in the shares of the industrial 
and c·ther developed countries. The largest fall in the shares of these 
groups of countries result from the assumptions underlying Table D. 

c. There is no great difference in the share of the developed 
countries resulting from the assumption in Table B that the share of the 
"Other Developing" sub-group of countries is not reduced and their share 
in Table C, which assumes that the shares of other groups (including the sub
group) are reduced proportionately as a counterpart of the increase in the 
share of the major oil exporters group. 



Table A. Potential Quotas Based on Increases in Sizes of Fund of 25 Per Cent, 
SO Per Cent, and 75 Per Cent 

Industrial countries 
% share in Fund 
% increase over present quotas 

Other developed countries 
% share in Fund 
% increase over present quotas 

Developing countries 
% share in Fund 
% increase over present quotas 

Of which 
(i) Major oil exporters 
% share in Fund 
% increase over present quotas 

(ii) Other developing countries 
% share in Fund 
% increase over present quotas 

China 

Total 
Percentaae increase in F'unrJ 

Present 
quota 

( 1) 

18,365 
(62. 92) 

2,529 
( 8. 66) 

7,745.4 
(26. 53) 

1,454 
( 4. 98) 

6,291.4 
(21. 55) 

28,639.4 
550 

(1. 88) 
29,189.4 

- , ..... 
-

(In millions of SDRs) 

raeneral Increases 

10 per 
cent 

(2) 

1,836 

253 

774 

145 

629 

2,863 

25 Per 
cent 

(3) 

4,591 

632 

1,937 

364 

1,573 

7,160 

40 Per 
cent 

(4) 

7,346 

1,012 

3,099 

582 

2,517 

11,457 

· . · 11 
Special increases-

(5) (6) (7) 

3,539 ,5,933 8,331 

293 491 690 

603 l ,Oll 1,413 

279 468 655 

324 54_3 758 

4,435 :7 ,435 10,434 

Potential. Quot_a_s~----
25 Per cent 50 Per cent- 75 Per cent 
increase 
in Fund 

(1)+(2)+(5) 
( 8) 

23,740 
( 65. 06) 
(29. 27) 

3,075 
(8.43) 

(21. 59) 

9, i22 
(25.00) 
(J?. 77) 

1,878 
(5. lU 

(29.16) 

7,244 
(19.85) 
(15.14) 

35,937 
550 

(1.51) 
36,487 
f::5. iTJ 

increase 
in Fund 

(1)+(3)+(6) 
(9) 

28,889 
(65.98) 
(57.30) 

3,652 
( 8. 34) 

(44.40) 

. 10,693 
(21. 42) 
( 38. 06) 

2,286 
Ui. ?:SJ 

(57.22) 

8,407 
(19, 20) 
(.~3. tiJJ. 

43,234 
550 

(1.26) 
43,784 
{ .50. (I()) 

il).crease 
in Fund 

(1)+(4)+(7) 
(10) 

34,042 
(66.64) 
(85.36) 

4,231 
( 8. 28) 

(6?. 30) 

12,257 
(24.00) 
(58.25) 

2,691 
r.r,.n,: 

(103. 64) 

9,566 
(18. 73) 
(52.05) 

50,530 
550 

(1. 08) 
SI ,080 
(75.00) 

. . .-· . 
1/ Special Increases have been allocated in proportion to the 

quotas. Calculated quotas used for this purpose have been taken 
shares of each ·group in the total of the excess of cakulated. over present 
from Colunm c .. of 'fable 4 of EB/COuota/74/2. · · 

C) 0 CJ 
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.. Table n: ,. Potential Quotas Doubilng the Sha.res· of Major Oil: Export~rs. and -• .. 
Me.inta.ir.ting Shares of Other Developing Countries in-Increases in.Sizes 

of Fund of 25 Per Cent, 50 Per Cent a;nd 75 Per Cent · -- . --· 
(In millions of SDRs) 

Potential guota.s · 

SfGciial :Iner.eases!!' 
25 per cent 50 per cent 75 per cent. 

Generli.l Increases· increase ili increase tn increase in 
Present 10 25 40 Fund Fund . Fund 
Quota ~ eeut·· per cent per cent· (1)+(2)+(5) (1)+(3)+(6) (1)+(4)+(7) 
. ·(1) (2) (3) (4) ( 5) "((,·) h1 : ' (8j ' . (9) (19) 

; ' .. 

Industrial countries 18.365 ·1,836 4,591 7,346. 1,2~1 ;;i,919· 4;552. 21,·482 25,875 30,263 
% shalie in :Fund (6a.9:V (58.8?) (59.10) (59.25) 
I ·incl"ease· QVel'·pNsent quotas . (16. 9?) (40.89)~ . (64. 79) 

other dev,eloped countries 2,529 253 632 19012 i76 · ·4'02 · 628 2;958 3,563 4,169 
i s'Jimte in .:Fund (8.66) (8.11} (8.14) (8.16} 
:ii inCI"ease ovel' pNsent quotas (16.98) (40.88)~ (84.86) 

Developing countries 7,745.4 774 1,937. 3;099 2;978 4,114 5,252 11,497 13,796 16,096 
% shal'e in Fund (26.53) (31.S1) (31. 51) · (31.51) 
% incl'ease 01'61' pi.sen~ quotas (48.44) ('18.12) · (10?.81) 

Of wliich 

(i~ Major (.;i1 eiporters· 1,454 145 .· 364 582 2,035 ~,543 '3,052 3,634 4,361 5,088 
% shal'e in Fund (4.98) (9.96) (9.96) (9.96) 
% incNase OVel' p:resent·quotas (149.93) (199.93)/ (249.93) 

(i,i) Other developing countries . 6,291.4 629 1,,73 2,517 943 1,571 2,200 7,863 9,435 11,008 
I shazoe in.Fund (21.55) (21. 55) (21. 55),,. (21.55) 
% ina:rease ovel'·pl'esent quotas (25.00) (49.97) / ('14.97) 

28,639.4 2,863 7,160 11,457 4,435 7,435 10,434 35,937 43,234 50,5~8 

China 550 550 550 550 
(1.88) (1.f,1) (1.28) (1.08) 

..;-!' 

Total 29,189.4 36,487 43,784 51,078 . 
Peroentage inol'ease in Fund (25.0) (50.00) (75.00) 

1/ Special increases leading to doubling of· shares o-i ma.Jor oil exporters,. maintaining shares of other developing countries and distributing the 
balance to other groups in proportion to their shares in the excess of ca.foulated ov.er present quotas; calculated quotas are taken from Column C of· 
Table 4 of EB/CQuota/74/2. 

.... 



rable c. Potential Quotas After Doubling the Shares of subgroup "Major Oil Exporters" 
and Reducing Proportionately Shares of All Other Groups · 

(including subgroup "Other Developing") 

(In millions of SDRs) 

General Increases 
1/ 

Special Increases- Potential Ouotas 
25 Per cent 50 Per cent 75 Per cent 
increase increase increase 

Present 10 per 25 Per 40 Per in Fund in Fund in Fund 
quota cent cent eent (1)+(2)+(5) , (1)+(3)+(6) (1)+(4)+(7) 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) 

Industrial countries 18,365 1,836 4,591 7,346 1,622 3,305 4,989 21,822 26,261 30,700 
% share in Fund (62.92) (59. 81) (59.98) ((i0.10) 
% inC1"6aae ove1' p1'6Bent quotas (18.82) (42.99) (IJ7.15} 

Other developed countries 2,529 253 632 1,012 223 455 686. 3,005 3,616 4,227 
% B hai:>e in Fund ( 8. 66) (8.21) (8. 3G) (8. 28) . 
% inOPease oveP p:r>eaent quotas (18. 82) ( 42 .. 9fl) ('i7.15) 

00 

Developing countries 7,745.4 774 1,937 3,099 2,590 3,675 4,760 11,109.4 13,357.4 15,604.4 . I 

% sha:1.'e in Fund (25. 53) (30. 45) (30.51) (30.55) 
% incNase ove1' pNaent quota.s (43~ 43) (72.46) (101.46) 

Of which 

(i) Major oil exporters 1,454 145 364 582 2,035 2,543. 3,052 3,63'4 4,361 5,088 
% sha:zte in Fund ( 4.98) (9.95) (9.96) (9 •• 96) 

% inoz,ease ove:r pPesent quotas . (149.93) (199. 93) (249.91) 

(ii) Other developing countries 6,291.4 629 1,573 2,517 555 1,132 1,708 7,475.4 8,996.4 10,516.4 
% BhaN in Fund (21.55) (20.48) (20. 55) (20. 59) 

% int:11.'eaae ove1' pNsent quota.s (18. 82) (43.00) ( 67. 15) 

---
28,639.4 2,863 7,160 11,457 4,435 7,435 10,434 35,936.4 43,234.4 50,531.4 

China 550 550 · 550 550 
(1. 88) (1.51) (1. 28) (1.08) 

Total 29,189.4 36,486.4 43,784.4 51,081.4 

PePoentage inC'l'ease in Fund 
(25.00) (50.00) (?5. 00) 

y Special increases based on doubling of shares: of major oil exporters and distributing the remainder to other groups oroportionately 
to their shares in existing Fund. · 

0 •\ 

0 0 
--
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Table D. Potential Quotas Based on Distribution of Various Sums Allocated to Different Groups as Special IncreasesY 

(In millions of SDRs) 

Industrial countries 
% share in Fund 
% increase over present quota,s 

Other developed countries 
% shaz,e in Fund 
% inarease over present quotas 

Developing countries 
% share in Fund 
% increase over present quotas 

Of which 

(i) Major oil exporters 
% shCU'e in Fund 
% increase over present quotas 

(ii) Other developing countrie.s 
% shCU'e in Fund 
% inorei:ule over present quotas 

China 

Total 

General Increases 

Present 
quota 

(1) 

15 per 
cent 

(2) 

18,365 2,754 
(62.92) 

2,529 379 
(8.86) 

7.745.4 1,162 
(28. 53) 

1,454 
(4. 98) 

6,291.4 
(21. 55) 

218 

944 

28,639.4 4,295 
550 

(1. 88) 

29,189.4 

30 per 
cent 
(3) 

5,510 

759 

2,324 

436 

1,887 

45 per 
cent 
(4) 

8,264 

1,138 

3,485 

654 

2,831 

8,593 12,887 

Special Increases.21 

(5) (6) (7) 

882 1,765 2,646 

73 146 220 

2,045 4,092 6,138 

859 1,720 2,579 

1,187 2,373 3,559 

3,000 6,003 9,004 

11 

Potential Quotas 
25 Per cent 50 Per cent 75 Per cent 
increase 
in Fund 

(1)+(2)+(5) 
(8) 

22.001 
(BO.SO) 
(19.80) 

2,981 
(8.17) 

(17. 87) 

10,952.4 
(30. 02) 
(41.40} 

2,531 
(6.91) 

(74. 07) 

8,422.4 
(23.08) 
'(33.87) 

35,934 
550 

(1.E1) 

36,484 

increase 
in Fund 

(1)+(3)+(6) 
(9) 

25,640 
(58.56) 
(39.61) 

3,434 
(7.84) 

(35.78) 

14,161.4 
(32.34) 
(82.84) 

3,610 
(8.24) 

(148. 28) 

10,551.4 
(24. 06) 
(67.71) 

43,235 
550 

(1. 26) 

43,785 

increase 
in Fund 

(1)+(4)+(7) 
(10) 

29,275 
(57. 31) 
(59. 41) 

3,887 
(7.61) 

(53.70) 

17,368.4 
(34.00) 

(124. 24) 

4,687 
(9.18) 

(222. 35) 

12,231.4 
(23.95) 
(94.41) 

50,530 
550 

(1.08) 

51,080 

Y The table is a scaled down version of a proposal made by a Member of the Committee of the Whole at Meeting No. 6; the original 
proposal was (i) 50 per cent general increase; (ii) a distribution of SDR 2.5 billion to the major oil,exporters; (iii) a distribution 
of SDR 3.5 billi,on to the other developing countries, and (iv) a distribution of SDR 3,5 h\~lion to all members in proportion to their 
share in the total increments of calculated quotas as shown in Column 2 of Table 2 in EB/CQ\lota/74/3. 

y ·· Special increases have been distributed as follows: , " 

Col.5: (a) SOR 789 million to major oil exporters, (b) SDR 1,106 million to other developing countries, and (c) the balance 
in proportion to each group's share in the total increments of calculated quotas as shown in column 2 of Table 2 in EB/CQuota/74/3. 

Col.6: (a) SOR 1,579 million to major oil exporters, (b) SDR 2,212 million to other developing countries, and (c) the balance 
distributed as in the case of column 5. 

Col.7: (a) SDR 2,370 million to major oil exporters, (b) SDR 3,317 million to other developing countries, and (c) the balance 
distributed as in the case of column 5. 



MEMORANDUM 

TO: 

FROM: 

Mr. liabermeier 

J. J. Polak 

SUBJECT: Quota Paper 

September 25, 1974 

I return the paper with my initials. Please note that pp. 5, 6 and 

7 have been retyped. The changes made are needed on grounds of accuracy and 

clarity and, but only incidentally, to improve style. 

I have discussed with Mr. Williams the desirability of making Tables 

C and D fully comparable with A and B (before or after the paper is aent to 

the MD). 

0 

tvoN. 

-



MEMORANDUM 

TO: 

FROM: 

Mr. Habermeier 

J. J. Polak 

SUBJECT: Quota Calculations 

September 20, 1974 

I have some rather major difficulties with the draft of September 18, 
although it may not take too much work to overcome. To begin with, I question 
the wisdom of the terminology used. The political issue raised by G-24 was 
that the share in quotas of the members of that group should increase or at 
least not deteriorate. In the paper this has been translated in an attempt 
to maintain the share of "less dneloped" countries. However, the oil pro
ducers are part of G-24 and part of the less developed countries and they 
should not, in my opinion, be separated from the less developed countries. 

This is not just a point of classification; it will be extremely 
difficult to find a reallocation of quotas that gives 5 per cent more to the 
oil producers and takes nothing from the other less developed countries. 
Accordingly, I do not think the staff would be well advised to put up such 
proposals. 

The presentation in Tables A, Band C is difficult to follow. It 
would be much clearer if one brought together in a first table the application 
of the formula for three different sizes of the Fund, all of which would show 
unacceptable results. One should then move to an alternative presentation 
under which there was an arbitrary increase, e.g., doubling of tbe share of the 
oil producers and no greater reduction in the share of the less developed 
countries than necessary to absorb the increase of the oil producers and 
the decrease of China on a proportionate basis. The latter is a variant half
way between Section II of Tables A, B and C and the present Table E. That 
Table suffers from the odd allocation of the gain on China to one particular 
group. Since there is no inherent differences between an addition of an 
absolute amount to the oil producers and an addition of a fixed percentage 
of their present quotas there would be no further need for the variant of 
Table E. The results of Table D have no attraction to me at all and I would 
omit this Table. 

In additbn to the above I would have the following more detailed 
couments. 
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Cover Note. Given our view that an increase of 70-100 per cent in 
the size of the Fund is economically justifiable, I do~ think that the 
figures from Table B (and hence from Table A) should be dropped from Table 1. 

Page 2. Delete first two complete sentences and liubstitute: "The 
smaller the desired overall increase in the size of the Fund, and the larger 
the desired changes in members' relative positions to reflect more faithfully 
the re1ative size of members in the world economy, the smaller would have to 
be the general increase in quotas." 

Page 3. First incomplete paragraph, last sentence. Delete words after 
11 !Leas Developed' group." 

Second paragraph, third sentence. After "oil facility," read "but the 
liquidity of the Fund would be better safeguarded if the Fund's holdings •••• " 
etc. 

Pye 6. The wording of (i) and (ii) is obscune. I would replace (i) 
by "(1) in proportions determined by the aggregate excesses, for each group, of 
calculated quotas over present quotas" and omit (11) altogether since it ia 
not used anywhere. 

Instead of the following sentence one might say "All of theoe approaches 
are illustrated in the calculations appended to this paper." 

In one or other of the ensuing sentences, a reference should be given 
to the staff paper containing the simpler formulae, vie., SK/73/27S, so that the 
Board can at least have the possibility of asking for one of these formulae to 
be tried out. 

In one or other the point might be made 1n particular that this includes 
formulae that do not use oational income which might be of particular value for 
distributing given totals among LDCs. 

On page 7, the description of (c) haa to be adjusted; the present (c) 
is inaccurate with respect to the present tables. I see no reason to use the 
expression "about double" to describe "double." 

&aragraph 7(a). Delete last sentence which is more difficult to 
understand than the point is worth. 

Page 8 1 paragraph (b), first sentence. It 1• misleading to say that 
the "methoda0 1n question "lead to" a fall in the shares of industrial countries. 
They are made to 1ead to that result. Say "All Calculations other than those 
barring increases on the excess of calculated actual quotas involve a fall in 
the shares" etc. etc. 

In the next sentence the first "different" should be "differential." 

Paragraph (c) should read "The difference between the allocation of 
increases ••• and the allocation under which the shares of other groups are 
reduced proportionately as a result ••• (Appendix Table E) ie comparatively 
small." 
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Office Memorandum 

TO Mr. Polak 

FROM J. Marcus 

SUBJECT , Sixth Review o uotas: Illustrative Calculations 
Draft of September 17 1 1974 

DATE, September 18, 1974 

It is difficult to appreciate the effect of the various formulae without 
knowing how much of the industrial countries' share would go to the United States. 
However, given the probable insistence of the United States on maintaining its 
voting position, and bearing in mind the proliferation of special facilities for 
LDCs, I should be inclined to oppose any system such as Dor F which gave the 
LDCs more than their present share of quotas. I have in mind both the undesir
ability of relying on borrowing and the undesirability of encouraging the 
Europeans to disinterest themselves in the Fund and to focus on mutual lending. 

I would scrap Scheme D, for which I cannot see any rationale. 

Cover Note. Given our view that an increase of 70-100 per cent in the 
size of the Fund is economically justifiable, I do not think that the figures 
from Table B (and hence from Table A) should be dropped from Table 1. 

Page ~ Delete first two complete sentences and substitute: "The 
smaller the desired overall increase in the size of the Fund, and the larger 
the desired changes in members' relative positions to reflect more faithfully 
the relative size of members in the world economy, the smaller would have to be 
the general increase in quotas." 

Page 3, first incomplete paragraph, last sentence. Delete words after 
"'Less Developed' group." 

Second paragraph, third sentence. After "oil facility," read "but the 
liquidity of the Fund would be better safeguarded if the Fund's holdings ••• " etc. 

p The wording of (i) and (ii) is obscure. One 
might ~a.Y~~ - .............. 

., · "(i) in proport ions determined by the .aggregate excesses, for each "')\ V 
',group, of calculated quotas over prese~t . .,quo.tas.~~-- .. ···- .......... ,--.. -,.,,.-·- ···-·--
'------ · ... u (i·i} in propor t iorrs· --aetermfned by the aggregate excesses, for each 
group, of calculated quotas for the Sixth Review over calculated quotas for the 
Fifth Review." ~ / 

Instead of the following sentence one might say "All of these approaches .V
are illustrated in the calculations appended to this paper." 

.. --r:n-one or other of the ensuing sentences, a refer~nce should be given to 
the staff paper containing the simpler formulae, viz., SM/73/275, so that the ~ 
Board can at least have the possibility of asking for one of these formulae to be 
tried out. 
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Page 7, par.agraph (c;). Delete firs~,,,.,tt:.io lines and substitute "In 
several of the calculations (e~g., Tables A1'B, and C, Method II, and Table E) 

3' 

it has been assumed·~ •• " /"' 

Paragraph (d). Insert at thAeginning of the sentence "In other 
calculations." After "allocations"/insert "at least in part.". After "existing 
quotas" insert "(e~g., Tables A, .l3( and C, Method I)." Before "or on the basis 
of absolute amounts" insert "on~he basis of. movements of calculated quotas 
(e.g., Table F)"." After "on 'l#fe basis of absolute amounts" insert "(e~g., 
Tables D, E, and F)." 

Paragraph 7(a). Delete last sentence which is more difficult to 
understand than the point is worth. 

Page 8, paragraph (b), f~rst sentence. It is misleading to say that 
the "methods" in question "lead to" a fall in the shares of industrial countries. 
They are·made to lead to that result. Say "All calculations other than those 
barring increases on the excess of calculated actual quotas·involve a fall in 
the shares" etc. etc. 

In the next sentence the first "different" should be "differential. 11 

Paragraph (c) should read "The difference between the allocation of 
increases ••• and the allocation under which the shares of other groups are 
reduced proportionately as a result~ •• (Appendix Table E) is c~mparatively 
small." 

v 



;(! fl · lol.,fH( .. 
TO Mr. Fleming 

FR® , Est~/, 
SU9JECT , .;r·"·"Q~~ta Cal'ctilations 

(____ ,/ 

DATE, September 9, 1974 

At your request, I have calculated two sets of quotas following the 
suggestions in Mr. Polak's memorandum of July 31, 1974. Scheme I: The calcu
lated quotas were nonnalized on a Fund size of SDR 45 billion by adjusting 
according to groups, e.g., the calculated quotas of the developing countries 
were adjusted such that they had 27.15 per cent of SDR 45 billion, the U.S. 
quota was adjusted such that it was 23.15 per cent of SDR 45 billion, etc. 
Scheme II: The other approach was to adjust the calculated quotas to a sum 
of SDR 45 billion, but the adjustment was done over all members-without any 
constraint being placed on the share in the total of calculated quotas that 
any group would have. 

The special adjustment for each the oil exporters was made on the 
basis of each country's share in the total output of oil, defined as millions 
of barrels per day averaged for 1973 and forecasted for 1974. This information 
was obtained from the Current Studies Division. The total size of the Fund 
after the adjustment for the oil exporters becomes SDR 47 billion. 

Table I gives the distribution by major country groups of the sugges
ted quotas and 71 quotas obtained using these methods. The attached computer 
outputs give the calculated, 1971, and suggested quotas for each country, and 
the special increases that each country receives. It can be seen from Table I 
that using Scheme II (adjusting calculated quotas over all Fund members) 
results in the primary producing developed countries and the major oil exporters 
receiving a larger share of the total than when Scheme I is used. However, 
when Scheme I is used, 85 countries receive special increases, while only 64 
countries receive special increases when Scheme II is used. 

cc: Mr. Polak ,/ 
Mr. Rhomberg 
Mr. Taplin 
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Taole 1. Calculated Quotas and 1971 Quotas!/ 

(In millions of SDRs) 

Industrial countries 

United States 

Primary Producing 
developed countries 

Major oil exporters 

Other developing 
countries 

1971 Quota 
(28,936.4) 

18,345.00 
(63.40%) 

6,700.00 
(23.15%) 

2,735.00 
(9. 45%) 

1,494.00 
(5 .16%) 

6,362.40 
(21. 99%) 

l/ All figures exclude China. 

Scheme I 
(47,000) 

29,147.77 
(62. 02%) 

10,417.50 
(22.16%) ~ 

3,634.74 
(7.73%) 

5,021.41 
(10.68%) 

9,196.89 
(19.57%) 

Scheme II 
(47,000) 

28,983.69 
(61. 67%) 

10,417.50 ~· 
(22.16%) -

3,798.81 
(8.08%) 

5,.183. 38 
(11.03%) 

9,034.77 
(19.22%) 
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MEMORMIDUM 

TOa 

FROM: 

Mr. Gold 
Mr. Habemeier 
Mr. Bturc 

J. Marcus nea1q 

Sept91lber 3, 1974 

SUBJF.C'tt ·Quo;Ei !ncf!,sses and SDR Substitution 
; 

' ""-------

The attached paper repreaenta an elaboration of some hinta vhf.ch 
I let dr01> dUTing the :Board diacuaeioa of draft amend1nenta on quota 
increaaea. It seems to me important that the 1K>••ible role of the 
Substitution Account should be considered in thia connection and this 
is also one of the reasons why I thi~ that an amendaent facilitating 
the setting up of a Subatitution Account or Account• ta of considerable 
and aomewhat uraent illportance. 

Attachment 

CCI Mr. Polak / 
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Quota Increases and SDR Substitution 

The immobilization of gold poses a severe problem.for the Fund in 

connection with the quota increase which one hopes will be authorized in 

1974. 

At present, 25 per cent of quota increases have to be subscribed in 

gold. The purpose pf the gold position of the subscription is to provide 

the Fund with an asset which it can use at any time to replenish its 

holdings of currencies that it needs to facilitate drawings and that are 

currently scarce in the Fund. Under present circumstances and at the · 

present gold price, countries would not be prepared to subscribe gold, 

nor would the Fund be prepared to use in replenishment any gold it might 

receive. The problem may be solved or alleviated by new arrangements 

with respect to the valuation of gold, but it is equally possible that 

the present difficulties regarding gold will persist beyond the time by 

which the next general quota increase should have been carried into effect. 

Draft amendments have been prepared in respect of payments or changes 

in quotas, and it is hoped that these amendments might be brought into 

' effect in time to facilitate the next quota increase. Accordi.ng to these 

amendments, the 25 per cent of quota increase now payable in gold only 

would be payable also in SDRs "or, as the Fund may prescribe, in the 

currencies of other members, provided that no payment by·a member shall 

have the effect of raisi.ng the Fund's holdings of the currency of another 

member above seventy-five percent of its quota." It is also envisaged that 

"in special circumstances" .the Fund may permit a member to pay more than 

75 per cent of the increase in its own currency. 
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From the standpoint of the Fund's liquidity, payment of the 25 per 

cent in SDRs would be. entirely satisfactory. SDRs can be used in replen

ishment under Article XXV, Section 7(d) almost as freely as was formerly 

the case with gold, and much more freely than it could now use gold, and 

indeed can themselves be used in drawings. Payment of the 25 per cent 

in currencies of which Fund holdings are. less than 75 per cent of quota, 

whether this results from the prescription of the currencies of "other 

members" or from permission to the issuers of such currencies to pay in 

their own currencies, would be somewhat less satisfactory, since currencies 

that are in that position at the time of the quota subscription may not be 

usable for drawings at some later time (because the issuer is itself in 

payments difficulty) whereas SDRs would be usable at all times. The pay-

0 ment of subscriptions, beyond 75 per cent, in the subscriber's own currency 

might be very unsatisfactory indeed in the case of countries whose currencies 

are seldom drawable. The importance of these liquidity considerations is 

currently enhanced by the fact that the Fund's gold holdings, accumulated 

mainly as a result of past quota increases, are at present virtually unusable. 

0 

At this point it is useful to consider some quantitative aspects of 

the problem. If there was a quota increase of 60 per cent, a quarter of 

the subscription would amount to SDR 4.3 billion. Of this, less than 

SDR 1.7 billion could (at present) be made in currencies of which the Fund 

holds less than 75 per cent of quota, since that· is the. total amount.of net 

creditor positions. 
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At present, countries outside the General Account hold SDRs to the 

amount of some SDR 8.8 billion. If all of these could be mobilized for 

the payment of subscriptions, they would be amply sufficient to pay the 

remaining SDR 2.6 billion required, on the assumptions described above, 

if SDR 1.7 billion were paid in creditor currencies, or even sufficient 

to pay the whole SDR 4.3 billion required if creditor currencies were not 

prescribed by the Fund. 

There are, however, a number of difficulties about this solution. 
J 

(a) The withdrawal of half the SDRs at present held by participants 

into the holdings of the General Account could be regarded as a serious 

setback to the program of making the SDR the principal reserve asset and 

encouragi.ng its use. 

(b) Serious reconstitution problems could be severe for many countries 

and though these could be relieved by purchases from the General Account in 

exchange for acceptable currencies under Article XXV, Section 7(e), this 

could be done onlr to a limited extent in currencies of which Fund holdings 

fall short of 75 per cent of quota., and at some cost in terms of Fund 

liquidity. 

(c) On the admittedly inexact assumption that all members get quota 

increases equiproportional to present quotas, there would be 43 members 

whose holdings of SDRs would be insufficient to enable them to pay 25 per 

cent of their subscriptions with SDRs now in their possession. The total 

shortfall of the. SDR holdi.ngs below what would be necessary for this purpose 

would amount to SDR 349 million (see Appendix). 
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There are various conceivable techniques, some of them requiring 

amendment, whereby these countries might be enabled to pay 25 per cent 

of their subscription in SDRs. 

(a) Replenishment with SDRs 

The Fund could replenish with SDR.s its holdings of currencies of which 

it held less than 75 per cent of quota; the recipients of the SDRs could 

use these SDRs, if necessary, to pay their own subscriptions, or could trans

fer them, in exchange for convertible currency, to members requiring SDRs 

for subscription purposes. The latter operation would require the 

modification of present provisions regarding the need to use SDRs (Article XXV, 

Section 3), albeit a modification that is contemplated in currency proposals 

for Amendment of the Articles. However, the net outcome of such a replenish-

(::) ment operation-cum-subscription would be precisely the sum as if the member 

had been allowed to make his subscription directly .in currency of which the 

Fund holds less than 75 per cent of quota; it is subject to the same limita

tions in quantity and the same disadvantages to Fund liquidity as have been 

described above. 

C 

(b) Reverse designation 

Under this arrang~ment members having a relatively large stock of SDRs 

might be designated to supply SDRs in exchange for convertible currency to 

members in need of SDRs for the purpose of making quota subscriptions. This 

would be an operation analogous to the specification of an SDA participant 

to provide SDRs to another participant to enable the latter to pay interest, 

charges, or assessments (Articls XXV, Section 5) or to fulfill its 
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reconstitution ob~igation (Schedule G~l.(a)(iv)). It would require an 

amendment to the Articles of Agreement. Such an arrangement ~ight possibly 

be objected to by countries that did not wish to be ob~iged to hold a 

higher proportion of reserves in the form of currency. 

(c) A substitution facility 

A Substitution Account could be set up to which members could sell 

reserve currencies in exchange for SDRs created for the purpose, at least 

to the extent necessary to enable them ~o make quota subscriptions in SDRs. 

Or, what comes to the same thing, the General Account could sell to the 

Substitution Account for SDRs created for the purpose any currencies which 

it received in subscriptions. Some of .the modalities of a Subscription 

Account are described in Annex 7 of the Outline. The o.rgan there envisaged 

0 is, of course, designed to assist in the implementation of asset settlement, 

· as well as to facilitate the substitution of SDRs for currencies in national 

reserve holdi.ngs for a variety of reasons. What is Sl~ggested here is a 

restricted scheme for a particular purpose, which could, however, serve as 

an experimental pilot operation for a wider use of the Account • 

. Agreement regarding the interest and denomination of the claims reserve 

centers that would arise from the Account's operation should not be so 

difficult to reach as was once feared in view of the arrangements now in force 

with respect to the valuation of, and the interest payable on, SDRs. 

Apart from its value as an experiment in the operation of a Substitu

tion'Account, this soiution .is preferable to subscription in SDRs supplemen~ed 

by reverse des.ignation, as described above, in that it obviates a decline in 

the importance of the SDR in national reserves, and preferable to subscription 

~ in currencies in that it better preserves the liquidity of the Fund. 
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Country 
-r 

United States 
United Kingdom 

Austria 
Belgium 
Denmark 
France 

. Germany 
Italy 
Luxembourg 
Netherlands 
Norway 
Sweden 

Canada 
Japan 

Finland 
Greece 
Iceland 
Ireland 
Malta 
Portugal 
Romania 
Spain 
Turkey 
Yugoslavia 
Australia 
New Zealand 
South Afi-:ica 

Argentina 
Bahamas 
Barbados 
Bolivia 
Brazil 
Chile 
Colombia 

· Costa Rica 

. 1/ 
"Gold_ll :.Portiaµ of Hypothetical Increases-

2/ 'and SDR Holdings of Fund Members-

(In millions of SDR) 

Hypothetical 
Quota Increase 

(1) 

1005 
420 

41 
98 
39 

225 
240 
150 

3 
105 

36 
49 

165 
180 

29 
21 

3 
18 

2 
18 
29 

,59· 
·23 
31 

100 
30 
'48 

66 
3 
2 
6 

66 
24 
24 

5 

SDR 
ltotdings 

(2) 

1819 
594 

86 
548 

87 
124· 

156,3 
344 

7 
403 

88 
107 

469 
426 

,68 
27 

6 
40 

5 

** 
6 

129 
291 
41 

185 
58 

1 

75 

* 
3 
3 

157 
3 

25 
4 

Net 
Shortfall 

(1)-(2) 

101 

18 
23, 

47 

3 

3. 

21 

1 

1/ ·Increase assumed to be 60 per cent of present quota, :except for China. 
2/ Holdings as of June 30, 1974. 
* Participants that have not received allocations. 
** Non-participant in the Special Drawing account. 
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.~ .Hypothetical ,SDR ,Net 

I ,Country ,Quota Increase ,holding ,Shortfall 

(1). (2) (1)-(2) 

Dominican Republic· 6 7 
Ecuado'l'.' 5 6 
El Salvador " 5 4 1 
Guatemala 5 12 
Guyana 3 4 
Haiti 3 2 1 
Honduras 4 5 
Jamaica 8· 6 2 
Mexico 56 128 
Nicaragua 4. 5 
Panama 5 2 3 
Paraguay 3 7 
Peru 18 37 
Trinidad and Tobago 9· 7 2 
Uruguay 10 11 
Venezuela 50 118 

Bahrain 2 2. 
Cyprus· 4 11 
Egypt 28 30 
Iran 29 37 

( '- Iraq 16 20 
Israel 20 28 

' . I Jordan 3 8 
Kuwait 10 **' 10 
Lebanon 1 ** 1 
Oman 1 1 
Qatar 3 ** 3 
Saudi Arabia 20 ** 20 
Syrian Arab Republic 8 8 
United Arab Emirates 2 ** 2 
Yemen Arab Republic 2 2 
Yemen, People's D.R:i· 4 3 1 

Afghanistan 6 5 1 
Bangladesh 19 * 19 
Burma 9 10 
China ' 1/ * Fiji 2-:- l· 1 
India 141 243 
Indonesia 39 48 
Khmer Republic 4 4 
Korea 12 26 
Laos 2 1 ,1 
Malaysia 28 61 
Nepal 2 2 

, .... , 
I 
l 
~ / 1/ See footnote 1/ page 1. 

* Parti·cipants that have not received allocations. 

** Non-participant in the Special Drawing account. 
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~pothetical S.DR Net 
f'~ Qpota Increase· holding 

\,. 

ccountry · Shortfall 
'/\ . ~~, 

: ,1 
\ .cc- (1) (2) (1)-(2) 

Pakistan 35 24 11 
Philippines 23 24 
Singapore 6 ** 6 
Sri Lanka 15 13 2 
Thailand 20 29 
Viet-Nam 9 20 
Western Sanioa 0.3 0.2 0.1 

Algeria 20 42 
Botswana 1 2 
Burundi 3 4 
Cameroon 5 11 
Central African Republic 2 1 1 
Chad 2 2 
Congo 2 2 
Dahomey 2 4 
Equatorial Guinea 1 2 
Ethiopia 4 ** 4 
Gabon 2 5 
Gambia 1 2 
Ghana 13 10 _3 

(', Guinea 4 3 1 

' I Ivory Coast 8 15 
Kenya 7 17 
Lesotho 1 1 
Liberia 4 3 1 
Libyan Arab Republic 4 ** 4 
Malagasy.Republic 4 4 
Malawi 2 5 
Mali 3 2 1 
Mauritania 2 2 
Mauritius 3 2 1 
Morocco 17 16 1 
Niger 2 4 
Nigeria 20 46 
Rwanda 3 2 1 
Senegal 5 5 
Sierra Leone 4 5 
Somalia 3 5 
Sudan 11 22 
Swaziland, 1 1 
Tanzania 6 2 4 
Togo 2 5 
Tunisia 7 8 

** Non-participant in the Special Drawing account. ,..-, 
I 

I\. / 
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,,,..~ ,,,, Hypothetical SDR Net 
Country Quota Increase holding Shortfall 

\ ··' 
(1) (2) (1)-(2) 

Uganda 6 4 2 
Upper Volta 2 4 
Zaire 17 6· 11 
Zambia 11 12 

Total Net Shortfall 349 

' ' 



Mr. Pleain& Auav•t 9, 1974 

w. o. Habermeier 

Meeting of the C011mittee of the Whole 

I attach a redraft of the statement for Mr. Dale. If you agree with 
it would you initial it and please pass it on immediately to the Acting Managing 
Director. By way of comaent, please note the following: 

1. I agree that the note can be a joint one but I would hope very 
much that this applies also to the notes pl'epared by Research on quota matters. 
I am noting this because of the note by Mr. Polak on the simplified formula which 
was sent to the Managing Director without it being shown or discussed in any way 
with this Departllellt. 

2. Something should be said by the Chail'lllln on the discussion about 
calculations. I agree it ls not necessary to make a neaative comment on the 
simplified formula. Nevertheless, the fact remains that no Executive Director asked 
for further developaent of formulas. 

3. New language appears on the shares of countries in the Pund which 
follows a suagestion by tr. Gold totone down this matter. 

I agree that we should not offer further papers of our own to the 
Board on the economic arguments for the expansion of Pund quotas but for ccaplete
ness sake it is necessary to touch on the matter, and havo, therefore. added a 
statement that we do not intend to issue a further paper on this at this time. 

cc: Mr. Gold j 
Mr. Polak (upon retum) 

( 
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INTERNATIONAL tv'lONETARY FUND 

August 9, 1974 

Mr. Dale TO 

FROM: W. 0. !!abermei er and J. Marcus· fl cming 

We have put a bracket around the last 
sentence of the penultimate paragraph as its 
inclusion or otherwise might depend on the course 
of the rcr.rn.ining discussion on the size of the Fund. 

cc; Mr. Gold 
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TO The Acting Managing Director 
DATE, August 9, 1974 

FROM W. 0. Habermeier and J. Marcus Fleming 

SUBJECT : Quotas - Meeting of the Committee of the Whole 

Today's meeting of the Committee of the Whole will be the third 
concerned 1vith the quota calculations and the size of the Fund under the 
current Review. The Chairman did not sum up the discussion at the first 
meeting of the Committee as he felt that views would be clarified only 
after the Executive Directors discussed more thoroughly the ze of the 
Fund •. We feel that it would now be desirable. to attempt to obtain guidance 
from the Directors on the next steps in the quota review. To this end it 
would also seem useful to sum up all three meetings of the Committee of the 
M10le. You might care to consider something along the following lines. 

"The last three meetings of the Conunittee of the Whole have been 
interrelated. At the discussion on the quota calculations questions were 
raised as to the appropriate size of the Fund, and the discussion on the 
size of the Fund was influenced, among other things, by considerations 
regarding the distribution of quotas among members. 

Members of the Committee have seemed to have found the new quota 
calculations useful. While it was recognized that considerable difficulties 
would be encountered in making quota calculations for 126 countries on the 
basis of forecasts, members stressed the need to have the latest available 
data taken into account in the quota discussions. 

The discussions so far held on the size of the Fund have shown 
considerable differences of opinion on the economic justification for quota 
increases at this time and on what would therefore constitute a reasonable 
increase in the size of the Fund in the context of the Sixth General Review. 
Ori the distribution of quotas, some specific views were advanced as to what 
might be the shares of particular countries or groups of countries in the 
Fund but again it seems to me that the discussion on- this will need to 
continue in some detail. 

As a next step in the Committee's discussions, it might be useful 
for the staff, taking into account suggestions made in this Committee, to 
attempt a quantification, in a purely illustrative manner, of various 
approaches on quota distribution within the context of different hypotheses 
on the size of the Fund. I would prcsurae that for this illustrative exercise 
that the staff could work with assumed increases the Fund size of, say, 
35, 50 and 75 per cent over the present total. LO£ course, members will also 
want to pursue further their discussion on the economic arguments justifying 
an increase in quotas, but I do not propose that the staff issue another paper 
on this matter at this stageJ 

I would also suggest that a further meeting of the Committee be held 
soon after the Board recess in early September . 11 

... 



MEMORANDUM 

TO: 

FBOM: 

Mr. liabermeier 
Mr. Fleming 

J. J. Polak 

SUBJECT: quotas 

July 31, 1974 

Thinking f~rther about the various ideas put forward at yesterday'• 
meeting with the Managing Director I would see merit in the following approach 
towards a tentative calculation. One of its characteristics ia that the 
special adjustment for the oil countries ia made separately at the end. 

l. Take a round starting figure, e.g., SDR 4S billion. 

2. Set aside for all developiu& countries, ineludin& the oil countrieB, 
the same percentage of the total as they have now. 

3. Distribute this amount in such a manner that no quotas are reduced, 
there is a g~al 25 per cent increase, and any excess ia distributed on the 
basis of the simplified formula. 

4. Apply the same formula to the developed primary producing countriu, 
in the sense that they would get special increases in the same proportion of each 
country's excess of its calculated quota over 125 per cent of ita present quota 
as is used for the LDCa. 

s. Give the U.S. the same ratio of SDR 45 billion as it baa of presant 
quotas. 

6. This would leave as a residual the amount available for the other 
industrial countries. It would be for consideration whether one tried some 
tentative distribution of this amount or would leave it to these countries to 
sort this out. 

7. Now apply a apecial addition for the oil exportH&. Thia would 
raiN the total somewhat above the starting point of SDR 45 billion and would 
reduce somewhat the percentages of the u.s. and the nonoil producing LDCa. Some 
rough amount (SDR 2 billion?) could be set for this adjustment, which would be 
distributed to all oil exporters in proportion to their estimated oil exports 
for 1974, or perhaps their estimated reserves at the end of 1974. 
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Office Memorandum 

TO Mr. Polak DATE: July 29, 1974 

FROM 

SUBJECT : 

Please find attached a table indicating the distribution of calcu

lated quotas obtained using the array of formulas and the single formula. 

It has been assumed that no quota would be decreased; therefore if the 

calculated quota was less than the 1971 quota, it was set equal to the 

1971 quota. 

Also attached is a table showing the distribution of general and 

selective quota increases in 1958-59, 1964-65, and 1969-70. It appears 

that in percentage terms that special increases have become more dominant 

from the Third Review to the Fifth Review. 

cc: Mr. Fleming 
Mr. Taplin 

I 
,{~j 
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Calculated Quotas 

(In millions of SDRs) 

Array ofl/ 
Formulas-· 

(51,055.93) 

Single21 Formula
(51,011.18) 

Developed Countries: 40,629.17 39,771.91 
(79.58%) {77 .97%) 

Industrial Countries: 36,370.92 34,995.5 
(71.24%) (68. 60%) 

G-10 Members: 34,953.58 33,152.22 
(68 .46%) (64.99%) 

United States: 11,954.98 7,504.27 
(23 .42%) (14. 71%) 

'· 

Others: 4,258.25 4,776.41 
(8 .34%) (9. 36%) 

Developing Countries: 10,426.76 11,'239.27 

if 

if 

(20.4l%) (22.03%) 

Major oil exporters: 2,833.78 2,973.87 
(5.55%) (5.83%) 

Others: 7,592.98 8,265.40 

11 
that 

J:.l 
that 

(14.87%) (16.20%) 

Defined as the calculated quota obtained from the array of formulas, 
is larger than the 1971 quota; otherwise equal to the 1971 quota. 
Defined as the calculated quota obtained from the single formula, 

is larger than the 1971 quota; otherwise equal to the 1971 quota. 
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1959 

1965 

1970 

1959: 

1965: 

1970: . 
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Quota Increases at General Reviews 

(Billions of U.S. dollars) 

Fund Size $ 9.2 

1st Resolution 4.4 (General) 
2nd Resolution .04 
3rd Resolution .52 

.4th Resolution .44 

$ 5.04 

Fund Size $15.88 

1st Resolution 3.83 (General) 
2nd Resolution .a, 
Compensatory Financing .49 

$ 5 .,-q 

Fund Size $2L2 

1st Resolution 5.30 (General) 
2nd Resolution 2.60 

$ 7.90 

Ratio of General Increases to Special 

4.42 
y .. 

2.18' 

2.04 

48% 
) 
) 10.87% 
) 

24% 
) 

8. 63% ) 
~ 

25% 
12.26% 



a Office Memorandum 
,.~1'.-.R"t~ 

TO Mr. Polak DATE:July 26, 197 4 

FROM , J. Marcus 

SUBJECT : A Si lified A tions 

There is one passage in your note to the Managing Director which I 
find hard to swallow, namely, on p. 10 where it is stated that a quota 
formula including population "would result in a major restructuring of quotas 
for individual countries." This seems very odd in view of the fact that, as 
shown in SM/73/275, the addition of population to trade and export variation 
substantially reduces the percentage deviation of calculated from current 
quotas. I have therefore asked Ms. Suss to redo the exercise in your note on 
the basis of equation number (5) of Table 2 of SM/73/275. 



TO . 

FROM 

Office Memorandum 

The Managing Director 

R. J. Familton' · 

SUBJECT I Quota Calculations 

DATE: July 25, 1974 

Not surprisingly, several Executive Directors and a few member countries 
have already raised questions about the formulas and the data used in the two 
papers that have been issued presenting results ofvarious quota calculations. 
Mr. Mora, for example, mentioned to me that his Spanish authorities feel that 
Spain's quota should be equal to half of that of ·Italy. Mr. Smit considers that 
South Africa's quota should be very close to Brazil's. Mr. Amuzegar and the 
Israeli authorities have raised questions about the trade data used in the 
calculations for Iran and Israel, and Messrs. Bueso and Cross have also asked 
that certain data used in the calculations be made available to them. Such 
initial enquiries are the tip of the iceberg and it is likely that on Friday 
Executive Directors will raise further questions about calculation techniques 
and the data used, because of the interest of their countries in those techniques 
which will yield a calculated quota closest to what they aspire, both absolutely 
and relatively to the quotas of other members and constituencies. 

I agree with Mr. Polak that in the light of further discussion by the 
Committee of the Whole we may want to consider an alternative set of calculations 
and, as suggested in Mr. Polak's note of July 17, without using numerous and 
somewhat complicated f ormulas. The need for some supplementary quota calculations 
was also noted in EB/CQuota/74/2 (p. 2), which is to be discussed tomorrow. 
However, we have reservations about the formula suggested in the note attached 
to Mr. Polak's note, and would wish to consider futher what alternative formulas 
or formula might be used for additional calculations. 

cc: The Deputy Managing Director 
Mr. Gold 
Mr. Polak ~ 
Mr. Del Canto 
Mr. Gunter 
Mr. Toure 
Mr. Tun Thin 
Mr. Whittome 
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DOCUMENT OF INTERNATIONAL MONETARY FUND AND NOT FOR PUBLIC USE 

EB/CQuota/74/4 

Ml.·. J. J. ro2.:1k. 

fill 

July 25, 1974 

To: . Members of the Committee of' the Whole 
on Review of Quotas 

From: The Secretary 

Subject: Sixth General Review of .Quotas - .The Size of the Fund 

The attached paper on the size of the Fund in conjunction with 
general reviews of quotas has been prepared by the staff for discussion 

,..--., by the Committee at a date to be announced. 

Att: (1) 

Other Distribution: 
Department Heads 
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I,NTERiiATIONAL MONET.ARY FUND 
,, 

The ·size of the Fund in Con,iunction with General Reviews of Quotas 

Prepared by "j:;he·Research:and·Treasurer's Departments 

Appr.ov:ed by J •. J .•. :Polak and R • .J. Farnilton 

.. July .25, .1974 

·A ·general review of .. quotaij provides an occasion not only to consider 
the. distribution o~ quotas, l;nat .also ·to. assess ·the. size of the Fund in the 
light of developments in the world economy and the Fund's experience in 
prqvidi!:!g· balance of payments support. · .'l'he economic corisid.erations · . 
'aq:vanqed in the. assessment of the appropriate size of the Fund' dt1:ririg the 
Fourth. and, Fifth Reviews. are. revi.ewed in the first part of this paper. 
The .second par~ is devoted,.to a discussion of the considerations believed 
to be pertinent to such an .~sse~sment as they might apply t.o the current 
RevJ.e.w. · · 

Consider.at ions advanced in past· Reviews 

For the Fourth Review~ . the staff prepared a paper1 / reviewing: . the .. 
\_, size of the Fund relative to selected variables measuring the scale of 

the world economy; Fund policy.regarding waivers; the role of the Fund 
in providing bal,ance of paym~nts·support; and the ability of the Fund to 
provide needed resources wi:t:;hout · recourse to borrowing. The salient 
points .1-rere: . 

\ 

(a) In 1963:, international trade and national income were four times 
as la,rge .as they were-. at the time of Brett on .Woods/ · Trad.e had increased 
by 160 per cent fr9m 1947 to 1963'' whereas the size of the Fund had 
doubled. About half of the latter increase was attributeble to the 
initial ,quotas o:f memb~rs joining the Fund af'ter 1947 and to the subse
quent quota. increases of Sl.lCh members. · Quotas of countries that Were 
membe;r!3 at the beginning of 1947 had increased, in the aggregate, by 
only 48 per cent. Trade vas only one of the elements entering into the 
consideration . of the need for additional liquidity. Fluctu'ations in the 
value of trade supplied.anotl:ler element, and they had been smaller in 
the post-war period. than might nave .·been· expected at Bretton Woods. On 
the other hand, short-term capital movement!:! had become a more important 
feature. of the international monetary 'system and also influenced poten- · · 
tia.l demand for Fund resources • 

. (b) ·,: A~otber e:l.ement shaping demand 'for .Fund :resources as well as 
the abi).ity of the Fuud to meet .that .demand .. ias .the· shift in· relative 
positions pf :th!= major cpunt.ries since· Bretton Woods. The countries of 

1/ SM/64 /26, · "Gene~al ~d S~lecti ve Quota Increases." 
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continental Europe and Japan had grown rapidly and the Fund 9 s holdings 
of their currencies did not·reflect their economic size. The United 
States, the largest potential creditor in the Fund, had become the largest 
potential borrower as well.· 

(c) The Fund's experience with waivers was cited as an additional 
consideration for judging the adequacy of Fund quotas. Waivers were 
associated with the bulk of stand-by arrangements and. of drawings not 
associated with stand-bys, and were being used much more intensively than 
had been contemplated at Bretton Woods. The staff concluded that the 
extensive use of waivers, reflecting the use of the Fund's resources for 
substantial amounts for relatively short periods rather than at a rate of 
one tranche a year for several years, was a·· response to demonstrated needs 
rather than an arbitrary application ·of. tranche policy.: 

I ) 

'--· 

' . 
' i 

(d) When the staff was preparing SM/64/26, the then recently negoti
ated support package for Italy consisting of $225 million in Fund resources 
and $1 billion of reso'U!'.ces under parallel arrangements with the United 
States was fresh in mind. Arrangements of ·members with governments and 
banks parallel to Fund drawings or stand-by arrangements had been frequent. 
Although in some instances countries preferred paclrnge deals which gave 
them more, or longer-term, fina.ncing than they could have obtained from 
the Fund, another factor leading to the use of joint arrangements was. 
that the Fund would have been unable to provid.e all the resources () 
required without employing waivers on an unprecedented scale. \...) 

( e) .There were several indications that the ··Fund I s holdings of 
particular currencies, ~specially those"of continental ·European countries, 
were generally not adequate in the 1960-64 period to meet potenti'al · · 
drawings~ ·The General Arrangement to Borrow (GAB) concluded in 1962 was 
a means of obtaining access to some of the needed currencies. 

The liquidity of the Fund was bolstered by the resources available .. 
through the GAB. For GAB participants, other- than the United Kingdom, 
the sum of their.existing quotas and GAB co:nu:nitme~ts sugg~sted a possible 
target to be attained through .selective quota increases; namely, 50 per 
cent of quotas calculated for 1961 by using the Bretton Woods formula. 
The application of that reference point· to all.Fund members' quotas led 
to suggestions for selective increases totaling about $5 billion, which 
would have yielded a one-third increase in the size of the ·Fund. In · 
addition to these selective increases, the staff recommended a·50 per 
cent general increase·in quotas. The outcome of the Fourth Review was-
a 25 per cent general increase plus $870 million in special increases,· 
together resulting in an increase of the Fund's size of about 31 per cent. 

The types of consideration associated with the Fourth Review were 
also associated with. the Fifth Rev~. 'l'he latter review was complicated, 
however, by the deliberations that.were proceeding in parallel regarding 
the first allocation of SDRs. Whereas .during the Fourth Review the 
adequacy of Fund quotas was examined relative.t.o potential needs for n 

(__) 
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totai 'liquidity, during the Fifth Review a. sharper distinction was drawn 
between conditional and unconditional liquid.ity. In accordance with the 
amendments to ,the ~rticles of' Agre.emei;i:t establishing the Special Drawing 
facility !I al;l.ocatioris of'c, SDRs were designed to adjust the level of global 
reseryes, 1,rh,ereas. quot~ . adjustments were · a mean~ of.· altering global 
condi tiqnal liquidity •. · 

'i'iie ~prisiderk.t'ions that were. part ot tJ;ie Fifth Review are summarized 
below: 

(.a) Alth.o~~h a sh~rp distirwtion w.as·: drawn J:ietween. conditional and 
unconditional liquidi'ty, it tias recognized that the one could to some 
extent serve· the same :purpose as the. oth~r so that. the.:ileed f0r one. i-1as 
not entirely in<iep~ndeqt of the ava.ilabili ty . of the other. · In ana+yz'ing 
the role of each :type!. of· ii qui di ty in. the adjustment . process within, a · 
framework' of internationally agreed. policies' . the staff concluded that a 
11due relationship11 'between reserves and conditional.liquidity needed to 
be maintained.1/ 

·(b) i'n SM/691..9( the staff n,oted.:that in the period preceding the 
Fifth Review, there. had beeI1 a tendency.:fo:r the supply of conditional 
liqU:i'dity t'o inc're·a.se in reiation to. reserves' .,presumably having in mind. 
th'at the ratio of aggregate Fund quotas t'o t.otal reserves . was substan
tially higher during the' 1966-68 pe;iod t.han at any time prior to the 
!fourth Review. ( see Ch~rt 1). The staff :thought that the tendency'.,· 
reflectid a slowdown or cessation in. reserve grqw;th; rather than ac.cele
rated growth in the supply . of condi ti·:mal liquidity.-. in terms of th~ 
ratio of quotas to iniports~-which was advanced as ari appropriate indi
cator of the relative supply of condit.ional liquidity--the supply of 
conditional liquidity had tended to decline;as. seen in Chart 2. When 
the ratio of Fund quotas to imports was calculated at the time of the 
Fifth Review for the 41~. members that were ·members. of: the Fund in 1948, 
the . decline was :even, sharp~r-.:.rro~ about is per. c_ent. to roughly 12 · per 
cent~ respectively~ 

( c) 'Although quota formulas hs,ve be.en. used. primarily as a sta:rting 
point for negotiating the distribution of quotas, the sum of total calcu
lated quotas has also been used to indicate the growth in the scale of 
the world economy. At the·, Fifth Review, the growth in the. magnitudes of 
the components ·of the·revised Bretton.Woods formula between 1962 and 1967· 
yielded an increase':of' 52 per cent. in t~tal calculated Fund. quotas, from 
SDR 19.3 billion to SDR 29.4 billion. (The rates of growth of selected 
variables ar~ presented in Chart 3.) Furthermo;re 3 :t.her~ :had also been 
substantial increases i'n financial transactions not reflected in the 
formula. 

( d) The staff noted. and d:i.scu,ssed. the apparent tendency toward .an ·: · 
increasing proport'ionate use of. credit tranches. To the extent that 0~his 

' ', . ' ' ' ' 

' . . . ,•, .. - - ·. . . ' ' .. 

1/ SeeSM/69/98, "Relationships B~,tweeri Conditional ·and U:nconditional . 
Li qui di ty, 0 as well as Annual Report, "1969 !t particularly p" 30. 
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tendency reflected a scale increa,se in the economic magnitudes underlying 
countries' recourse to the Fund, it was another indication of the need 
for a general quota increaseo 

(e) An increase in Fund quotas would provide the Fund with more 
resources and thereby enable it to provide assistance on a more substan
tial scale. Fund drawings would accordingly be more attractive t9 member 
countries, relative to alternatives, such as financing from other sources 
without policy conditionality but on shorter term (for example, swaps), 
or adjustment of payments deficits in ways that were detrimental to the 
interest of the international community (for example, through restric
tions). The staff pointed out that since 1961 there had been a rapid 
growth in swap facilities available to major trading countries, and 
these had entailed a substantial diminution in the size of facilities 
available in the Fund relative to the swap facilities. In association 
with the gold tranche drawings of Canada, France, emd Denmark in 1968 
and early 1969, and the dra~-ring in the credit tranches of the United 
Kingdom in 1968; recourse to swap facilities or TreasuriJ credits had 
exceeded the size of their respective quotas. 

In the Fi~h Review, unlike the Fourth the staff did not offer a 
recommendation on an appropriate increase in the size of the Fund. 
Executive Di~ectors mentioned that in light of the results of the Fourth 
Review it would be difficult to have a general increase in quotas of less 
than 25 per cent. An increas~ of 30 per cent, plus or minus 3 per cent, 
was suggested by the G-10 countries. As shown in Chart 3, the outcome of 
the Fifth Review was 35.5 per cent increase in the size of the Fund to 
the figure of SDR 28.9 billion, consisting of a 25 per cent general . 
increase in quotas (except for China and the United Kingdom), accompanied 
by $2.6 billion in special increases. 

Considerations for the Sixth Review 

The Fund should be large enough to ensure that it has a sufficient 
supply of drawable currencies to enable it without undue recourse to 
borrowing to meet appropriate potential demands on its resources. This 
depends partly on the distribution of quotas among potential drawers and 
among potential holders of creditor positions, but mainly on the need for 
conditional assistance of the types provided by the Fund. 

In reviewing the relative merits of obtaining resources through 
borrowing a1.d quot a increases, respectively, it was stated in the 1964 
Annual Report ·that: 

"There is much to be said for the view that the Fund should 
conduct its financial operations as much as possible with resources 
on which it can count permanently without question." (p. 38) 

In the special circumstances surrounding the setting up of the oil facil
ity it was considered that it should be financed as far as possible by 
borrowing. As far as regular and permanent facilities are concerned, 
however, the judgment cited above would seem to hold. 

• I 
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CHART 1 

AGGREGATE FUND QUOTAS AS PER CENT 
OF TOTAL RESERVES, 1948-731' 

In per cent 
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Source: International Financial Statistics. 
1J Quotas and Reserves at end of year. 
2J General increase in quotas. 
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CHART 2 

AGGREGATE FUND QUOTAS AS PER CENT 
OF GLOBAL IMPORTS, 1948-7311 

(In per cent) 15·r----------------------------~ 
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Source: International Financial Statistics. 
jJ Quotas at end of year as percentage of imports in calendar. 
2J General increase in quotas. 
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RATES OF GROWTH OF VARIABLES USED IN QUOTA CALCULATIONS 
FOR THE FIFTH GENERAL REVIEW OF QUOTAS AND OF FUND SIZE 

1967/62 

~ 
Exports, current invisible receipts and private transfers.· 
Imports, current invisible payment and private transfers. 

'J/ Bretton Woods Formula, revised. 

Source: EB/CQuota/74/2, Table 6. 

(In per cent ) 

1963-67 /58-62 
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Given· the relationship of· drawing, right~ to ·quotas and given the. 
desire to minimize borrowing, the c.listributi.o.n o:f quotas among members 
has, a bearingbon the size of the Fund. T~e mor~ closelr ~he rellta!ive I\ 
quo c.as of mem ers correspond~ on the dra"t<11ng si_de, to, t.1.1.e1r r~ a 1 ve 
potential ne;;:,ds for ·Fund financing and, on. the dra,-ree side, to their 
relative e:apacity to provide resources to the F.und, the smaller i-1ill. \ 
be the size· of the Fu:rid that would be needed to meet a given potential I 
need for Furid resources.' Any improvement in these respects, evem. if 

1
\ 

achieved through: selective· g_uota increases~ will reduce the· extent to · 
which aggregate· qu:otas require to be increased. · 1 

The neea. for the types of conditional liquidity provided by drawing 
facilities in· .the Fund depends in part on general factors affe,cting th_e 
need for international liquidity. in general, such .as l9.re considered in 
relation to the need ·for reserve crE\ation~ .and in'pa:rt .on t~e .·fac~ors 
that: influence the balance betiieeh conditional and 'uri'condi tional liquidity. 

With these general considerations in mind, the following points seem 
pertinent to arriving at a judgment on the approprtat~ si?,e. of :the Fund 
in the present Review: 

(a) Foreign trade, current account transactions, anq. nationa.;I. in
come are probably, among the available macroeconomic variables, those 
most indicative of the scale of the World economy and most pertinent to 
the appropriate size of the F'i.ind. 

Ideally, it might seem desirable to compare, for·each of thesr= yari
ables~ the magnitude that is likely to prevail over the 1974-78 period 
with that which has prevailed from 1969 to 19'73. Forecasting so far 
ahead, particularly where value aggregates are concerned, is, howe:vE\r~ 
scarcely practicable~ It therefore seems inevitable, as in past Reviews~ 
to calculate .an ap.propriate size· for the Fund on the basis of the past 
growth of these variables. 

In. view 01· the acceleration' thaf· has taken place· in the growth of 
these value aggregates, however, it would seem pa~ticularly important 
on the present occasion that the interval of comparison shouJ.d be as · 
recent as. possible~· even if' it: means foregoin~ the use of five-year · 
averag~s. 

As can be seen from Chart 4 ,· both world trade and current trans-·. 
actions haye almost doubled, over the five-yea,r interv~l from i968 'to· , .. · 
1973, while world income has increased from 1967 to 1972 by 7Q per cent.· 

In past,:Reviews. it has been customary to discuss the appropriate 
siz~ of the Fund. in the context of trade comparisons reiating to_ succes
sive quinquen:tJ,ial pedod.s, As seen in Chart 4, ·the· growth in v{o:tld trade 
and current account trans.9,ctions from 1963-67 to 1968-72 was of the order 
of 70 per cent. The use of such quinquennial periods has the. advantage . 
of smoothing out any abno:::·malities in the results for· particular years 
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and is very suitable for considering the.relative adequacy of different 
national quotas. It is~ however, less satisfactory in considering the 
growth of aggregate quotas since it pushes the comparisons so far back 
in time~ As against this it may be argued that comparisons based on 
the years 1968 and 1973 are strongly affected by the global inflation 
of recent years and that it can reasonably be hoped that the rate of 
inflation will decline. This argument, however, cannot be carried too 
far. The comparisons in question omit the year of maximum inflation 
{1974), and however restrained the demand policies of countries may be 
from now on substantial price increases are "built in" for some time to 
come and are likely to expand the value of international transactions. 

(b) The year 1973 saw a continuation of the upward trend in global 
payments imbalances that began in 1967 ( see Chart 5) • Even larger im
balances are ~xpected to emerge in 1974, stemming from differential price 
movements in international trade attributable to the rise in the price of 
oil and the higher prices for foods, agricultural products, and raw 
materials .• 

{c) There has been a sharp decline in the use of Fund resources 
since 1969, although recent developments suggest that this has been 
reversed. Drawings reached a high of SDR 3.6 billion in 1968 and declined 
in every suboequent year except 1971. By the end of 1973, total credit 
tranche use had declined to about SDR 550 million, as against a high of 
SDR 4.1 billion in February 1970 (annual data are shown in Chart 6). 
Moreover, between these two years the number of members with drawings 
outstanding in the credit tranches fe~l from 35 to 25. There has been 
no recourse to the GP.B since February 1970. 

The reduced demand for Fund resources and other assistance reflects 
in a large measure the sharp rise in global reserves during the 1970-72 
period which enabled Fund members as a whole to restore credit tranche 
positions and to establish access to private sources of finance, and 
subsequently put many countries in a position to finance deficits, to a 
much larger extent than in the past~. from owned assets and borrowing 
from private sources. 

(d) The demand for Fund resources is likely to increase, even if 
there were a reversal of the trend in imbalances noted in paragraph (b) 
above, particularly if countries deplete their reserves and other 
resources in financi.ng deficits in 1974 and turn to sources of 
conditional financing. Although the oil facility.is to be financed by 
borrowing, recourse to the Fu.11d to meet deficits' over and above those to 
be met by that· facility mey tax the Fund's liquidity to a considerable 
extent. Strain on the Fund's liquidity will be all the more likely, to 
the extent that there is .a pronounced shi~ in the geographical distribu
tion of imbalances, with widespread deficits among members that may not 
have ready access to alternative sources of financing, or that may have 
already used up· such access,' and with surpluses accruing largely to 
members with relqtively small quotas. 
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GROWTH IN SELECTED VARIABLES ASSOCIATED WITH 
THE SIXTH GENERAL REVIEW OF QUOTAS 

(In per cent) 
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'l/ Imports, current invisible payments and private transfer,. 
5/ For 51 Fund members. 
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CHART 6 

TOTAL FUND CREDIT USE, 1948-73 
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(e) Some of the factors, mentioned.at (c} above, that have tended to 
provide members with an alte~native to the use of the Fund may no longer 
be operative in the period ahead. ·As discussed in the draft of Chapter II 
of the Annual Report,· the excess of reserves, which may have amounted to 
SDR 20-30 billion at the beginning of 1973, has by now been largely 
absorbed by the realignment of· exchange rates in early 1973, the effects 
of subsequent inflation on real reserves, and the reduced balance of pay
ments deficit of the United States. The expansion of the private inter
national market for short- and medium-term credit may well be slowed down 
by official measures to safeguard the solvency and liquidity of the banks 
engaging in it,· or by actions· undertaken in · prudence by the banks them
selves. Even apart from this the borrowing capacity of many Fund members 
may be impaired by the adverse payments impact of the oil price increases 
and by the downward tendency of other primary commodity prices. 

(f) There will be additional demands on the Fund's liquidity as the 
result of the establishment of the extended facility. The decision to be 
taken by the Executive Directors on July 26 specifies its general features. 
An indication of possible use of the facility ID.a¥ be given on tbe basis of 
the following assumptions: ·(i) that four additional countries would use 
the facility each year over a period of three years; {ii) that the average 
size of their ·quotas is . SDR 75 million whi~h is about the average. of the 
existing quotas of developing countries that are not major oil producers; 
(iii) that each country draws·the maximum of 150 per cent of quota over 
the three-year period in equal annual installments; and (iv) that repur
chases are made in equal quarterly installments during the fifth through 
eighth years. On these assumptions the total maximum amount of purchases 
outstanding would be SDR 1·.a billion by the end of the fifth year. In the 
light of experience of the past decade with regard to countries that might 
be entitled to use the extended facility, the number of countries and the 
average amount of use assumed above and hence the estimate of SDR 1.8 
billion may prove to be on the high side. However, looking ahead for the 
next five years, prudent financial management would entail the provision 
of some extra margin for potential drai:-rings under the extended facility. 

(g) To strike an appropriate balance between conditional and 
unconditional liquidity is particularly difficult at the present time, 
when there is considerable uncertainty as to the effective value of 
global reserves (related to the gold component of these reserves) and, 
partly as a consequence of this, as to the degree of adequacy of these 
reserves. 

Chart 1 provides an indicator of the balance between conditional and 
unconditional liquidity, viz., the ratio of quotas to reserves. In 1967, 
that ratio stood at 28. 3 per cent. The potential size of the Fund stem
ming from the Fifth Review was about SDR 28.9 billion or 37 per cent of 
reserves at the end of 1969, the year when that Review was completed. 
The near doubling of reserves since then has had the effect of reducing 

(: the ratio to about 19 per cent at present. 

(_) 
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In considering this ratio, it should be borne in mind that in present 
circun:stances, when some of the disciple previously exercised by the par 
value system of exchange policies and domestic fina.~cial policies has 
been relaxed, considerable importance should be attached to the increased 
leverage over members' policies which the Fund could achieve through a, 
substantial increase :j..n quotas. · 

Concluding Remarks 

Im assessment of the appropriate size of the Fund is based on 
qu9.ntitati ve j_ndicators and judgment. The data show that du,ring the 
five-year period since 1967, there has beeri a strong upward trend in 
the scale of the wm,;ld economy~ and the growth in several of the vari
ables (particularly trade) suggests that an increase in the size of the 
Fund of from 70 to 100 per cent might be appropriate. The Fund is 
shrinking in real terms and still more in relation to trade: in many 
countries quotas have become clearly inadequate to potential requirements. 
Despite this, owing .to the plethora of international liquidity that 
developed over the years 1970-72, together wit:h th.e improved organization 
of international markets for short-.and medium-term capital, use of Fund 
resources has dropped off to a point where the level of total use of 
Fund credit is comparable with that of the early.1960s. Recent q.evelop
ments ~ however, including the disturbed state of international payments, 
the need to avoid excessive reliance on the expansion of international 
banking credit, and the gradual absorption of the overhang of excess 
reserves as a result of trade expansion and world inf'lation, point to 
the likelihood of an increased rieed and demand for conditional liquidity 
over the neJct · few years. 

', . 
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calculations on the basis of formulas used in the past. 
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, ·. > . ·· ,; · INTERN,ATIONAL. MQllJ.E:TAFlY FUN.D 

, .Sixth General Revi~w o,f Qu.otas· .:,; Quot!:!, , Calculatf ons II 
{ the Incremental AµJ:!roach). . , ' 

I'•;'·' 

Prepared by the: Trea.sl.l.rer' s Departmen:~ and -.the 
Rese.arct1 .. Department , · 

:.;<",. 

~pprove~ by R. J ., Familton. and J. J. Poi* 

. jit1~F;::i:1,. 1914.i .·' 

As requested by th~'· E~e~utfve Directors at tbe '. First Meeting of the 
Committee of the Whole (April 15, 1974), quota calculations using the 

• increment.al approach have been :made and the results are preser;i.ted in this 
memorandum. 

. .... :,,· 

:The :~S:1culations l;l,I'e updated .;e:r,s.:i.6ns of those' . . .. 
EB/CQuota/74/1 (Aprii 11, 1974) ,. except that they refl.ect the use 
larger number of formulas and 'a' iii'omevihat more elaborate. procedure 

· q.eri ving .a single set of incremental calqula,.ted quotas. 
. ·- . .',,.' .! . ... . . . . ' ;', 

'' of a 
for 

. As. explai~ed in, EB/CQuota/74/1 '(page 2 )_, .certiin t~~hnical PJ'.'.9blems 
,aris~ in the ;:i.ppiicati.on 0~ .tf\e cqncept of increments to the nonlinear 
1:1uJ.tip~ic~ti Ve_ factor, c"Wflich exists 1~ SOllle ?f the quota formulas, . 

. inc].udir;i.g. the ,I3r,et:ton W.oods. formula . .;.... Tb,e.se pr~blems have been avoided 
'by .. defining the. q~icuiated incr,ement' in quota . as. 'the , di ffererice' b~tween 
the calculations inaa.e· for the current Review using data ending· in· 1972 

... (see -EB/CQu,ota/74/2) and, those made .. under the Fifth General Review using 
... data ending . in 1967 (see SM/69 /58) .. · Calcul~:teq. iricremerits . :i,n quotas 

derived in' this. manner' under' different formula schemes were each . 
. adj~sted, .for :co~parability, 'to si:mi .to.SDR 20.,l_billion~ which is the 
difference between the total.of cal~ulated·qudtas·bas~a. on the Bretton 
Woo9-s formµ~a, ~r1uced, s(:!t J; :t:or the .currentRei.riew and for _the .Fifth 
General Review.- .. :: .. , . . . . . . . 

1/ The quota fqrm:ulas are .el:lsentially of two _types· - linear; in which 
all the. variables are ad.di ti ve' and nonlinear~ which· contain the :iniilti-

.· ·pJ,:icati ve factor. (the. weighted::sum of the variables multiplied ·by 1 plus 
' the rati.o of exports, to .nation~f incom~). The concep:t of ii:ic:remeni;; can

not be appiied to the 'nonlinear term with.out 'changing the.' structure' of 
the formula13 . . . . . . ' .. . .· · .. . ' . . .' .. · 

. 2/ The calcula:tions cover ::\.09 members for· which quqta calculations were 
,made in connection with the Fifth Ge'neral ·Review·: . 'M~nibers. not. incl~ded 
are China, ~d tho~e l:i.steq. on page 2, footnote 2, which,,joip.ed the_.Fund 
since .. that Review . 

• ! ' .:.:. 
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A set of thirty-two calculated increments in quotas resulted for l/ 
each member from the use of sixteen formulas and Set I and Set II data.
Ten of these calculations ~ere selected based on five formulas and Set I 
and Set II data in line with the calculations presented in Table 4 of 
EB/CQuota/74/2. These formulas are: the Bret ton Woods formula, reduced, 
Schemes III, IV, M4, and M7~ The procedure followed in deriving a single 
calculation for each member is the same as was adopted. for determining 
special increases in quotasunder the Fifth General Review and in 
EB/CQuota/74/2 (page 8), i.e., the higher of the ·two averages of calcula-
tions based on the Bretton Woods formula, reduced using Set I and Set II 
data, and the average of the lowest two calculations based on Schemes III, 
IV, M4, and M7 using Set I and Set II data. Calculated increments in 
quotas were then added to existing quotas to arrive at the calculated 
incremental quotas. · · 

A summary of the calculations; ·classified according to different 
groups of members , is given in Table I. For purposes of comparison, 
existing quotas and calculated quotas based on the absolute approach 
( Column C in Table 4, EB/CQuota/74/2) are also shown in 'l'able I. Three 
points can be ro~de regarding this table: 

(i) The total size of the Fund on the basis of the single calculated 
quota presented in Table 1, is SDR 741 million smaller than results from 

0 

the calculations presented in EB/CQuota/74/2 (Column C of Table 4), 
because calculations for the 15 members that joined the Fund since the c=) 
Fifth Re~~ew could not be made on a~ incremental basis , . owing to the lack 
of data.- For comparative purposes, these members have been excluded 
from the calculations based on the absolute approach. 

(ii) After taking into account the adjustments noted in ( i) , the 
total size of the Fund using the incremental approach is about SDR 2 
billion smaller than the size calculated under the absolute approach. As 
explained in EB/CQuota/74/1, this difference results from the fact that 
the starting points for the two types of calculations are different. For 
the incremental approach·, the starting point is the existing quota, and 
the major industrial countries generally have smaller existing quotas 
than had been calculated,3yhile the opposite is the case for most of the 
less developed countries.- The amounts calculated for the major 

!/ The details of these calculations on an absolute basis and the data 
used for making the calculations are to be found in SM/69/58 (May 8, 1969), 
and EB/CQuota/74/2 (July 15, 197!~). 

5../ These members are:_ Baham.a.a, Bahrain, Bangladesh, Barbados, 
Equatorial Guinea, Fiji., Khmer Republic, Oman, Qatar, Romania, Swaziland, 
United Arab Emirates, Western Samoa, Yemen Arab· Republic, and the People's 
Democratic Renublic of Yemen. Quotas calculated at the time of their 
membership were based on Set I data only, except for the Bahamas. 

3/ For a discussion on this point, see A Note on the Incremental 
_&;iproach to Quota Calculations (EB/CQuota/74/1), pp. 7-10. 

,/'"""'\, 
I ' 
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industrial countries (G-10) on the basis the incremental appr,oach are 
smaller, by about SDR 3.6 billion, than the amounts calculated under 
the absolute approach, whereas the amounts calculated for the less 
developed countries are larger by about SDR L6 billion. 

:,;•. 

(iii) The difference between.the t0o types of calculations 'for the 
other developed countrie.s is small because the differences be,tween the 

quotas :-and .the quotas· calculated for· these countries' in the 
previous review were relative'iy small, and' poitt:tve and n~~a:ti've 9-if-
ferences tend to cancel. out the net effect on their share. .' ... 

. Table 1. Comp13-rfso·n of Shares of Dlfferent Groups of Mempers in 
Calculated Quot.as Based on Incremental and, A~~ol~te Approaches 

Groups 

· (:i:n millions of SDR,s) 

·· . · Calculated Quotc1_ts· ' · 
·Existing ?aiculate~j Incremental approachET Absolute 

quotas increases.::,/ · (if+ (2) · '. approach 
~~~~-'--~~-~l)~ _ _j_?l._~~___,_~(~3)~._,_~~-(~4-)_ 

droup·of Ten 
(Per cent d:t tot~l) 

Other developed 
·countries 

(Per cent of total) 

Less developed 
countries 

(Per cent of total) 

· All countriesg_/ 

17,595 
(62.5) . 

3,315 
(11.8) 

7,234 · 
(25. 7) 

28;144, 

15 ;?97 ': . . : 
(7L4f : .. . 

2,339 
(10. 9) 

3,786 
(17.,7) 

· 21;423 

3~ ,892; ''36 519 
. ' . (66 .4)' ·:. (70. 7) 

',, , : . 

5;656 5,660 
ji1.4) (l'LO) 

: .' . 

11,0~1 9,456 
{22.2) (18.3) 

49,567 '51,635 

Y· Negative increases in quotas were treated, as zeros for the purpose 
of ,computing the .in columns 2 ,and 3; all countries w,ith negative 
increments are l.ess developed countries (see Appendix I). 
, '?) Excluding 15 members which joined the FU:nff -since the F_ifth Review. 

As was shown in EB/CQuota/74/1,' the use of the 'incremental approach 
to calculate quotas results in a relative shift in the structure., of
calculated quotas towards the-:t,ess developed· countries, as compa:r:-ed with 
t:t;te calc\llations based on the absolute awroach., H0y1ever, , in t~rms of 
the total calculat!=!d increas,es ,in qu:otas (SDR 21~1+23 ,million), the pro
'portionate share of the less, developed co,u'ntries ,(17.7 p_er cent) is 

. ': ' . ' ,, . ' 
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considef~bly less than their share (25.7) in the total of existing 
quotas ,;!J . 

The relative structure of quotas by groups of countries which 
results from the incremental calculations, presented in Table 1, is 
little different from the structure resulting from calculations based 
on 1967 data as presented in @/CQuota/71~/l, not\fithstanding the 
additiop of fourteen members to the group of less developed countries 
in the present calculations. On the basis of the present calculations, 
the share of the deveioping countries in the total Fund is 22.2 per cent 
(compared with 22 per cent on the basis of the 1967 data), while that of 
the major industrial countrie~ ,(G-io) is 66.4 per cent (compared with 66.5 
per cent based on the 1967 data.~/ This stability in the calculated quota 
structure between the two calculations reflects the weight that existing 
quotas carry in the incremental calculations. Inasmuch as the incre
mental approach tends to maintain discrepancies between actual quotas 
and calculated quotas of the preceding Review, the share of the less 
developed countries in the total size of the Fund is maintained under 
this approach better than under the absolute approach, even though both 
approaches yield considerably smaller shares for these countries than 
their existing share in the Fund. 

'I'he quotas of individual members, calculated on the basis of the 
incremental approach, are presented in Table 2 and the details of the 
calculations are given in Appendix I. For the purpose of comparison, Q 
calculated quotas based on the absolute approach, i.e., those appearing 
in Column C of Table 4 in "EB/CQuota/74/2, are also shown. As explained 
earlier, the calculated total size of the Fund is about SDR 2 billion 
smaller under the incremental approach than under the absolute approach 
(see Table 1). If it were desired to adjust the incremental calculated 
quotas to yield a size equal to that under the absolute approach, 
changes would be needed in the individual quotas. Such adjust-
ments in the final calculated quotas have not, however, been made in 
view of the fact that the total increment in quotas at which each 
formula calculation was normalized under the incremental approach was 
not determined arbitrarily but was derived from the results of calcu
lations under the absolute approach. 

With regard to the .calculated quotas for individual countries, it 
can be seen from Table 2 that, for nine of the ten largest industrial 
countries (the exception being the United Kingdom), calculated quotas 
are substantially smaller using the incremental approach as compared 
with the absolute approach. The calculated quota for the United Kingdom 

!/ The calculated increase in the Fund under the incremental approach 
is about SDR 3 billion smaller than the excess of calculated over the 
present quotas under the absolute approach (compare Column 2 in Table 1 
with the last column of Table 5 in @/CQuota/74/2). The less developed 
countries' share in the excess of calculated quotas amounted to oniy 
13.2 per cent of the total. 

g/ See Column 3 of Table 1 above and Column 5 of Table 1B in 
FIBlCQuota/74/1. 

0 
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Table 2. .·A.. Comparison Be tween Calculated Quotas .Based on · . 

::J:'ncremental Approach a11i Absolt1t~ Approach . 

(In millions. of SDRs) .. 

· . Calculated · Calculated guota. Difference 
Fund MemberJ) · Exi1;1ting Quota Increase. · Incremental ·Absolute· · ·. CoL 3' - Col. 

(1) (2) (3) (4) ~5) 

United States 6,700 4,021 10,721 12,.512. . -1, 791' 
United Kingdom . . 2, 800_ .· 1,082 3,882 . 3,364 :+518 
Germany 1,600. 2,519 4,li9 4,'910 ::..791 
France . 1,500. 1,505 3,005 3,230 .i:-225 
Japan · .•. ' 1·~ 200 .• . 2r222 · .. · 3p422· 3 ~ 7 4 4 . ·. .· · . -322 

·' I 

Canada 1,100· .· 1,012 2,n2. 2,334. -222 
Italy . 1,000 937 1,937 2,154· -217 
India .940 :·. . 54. 99'4' 618 +376' 
Netherlands 700 .. ·· 849 1,549 l, 705 · -156 
Belgium and Luxemb9urg · • 670 819 1.,489 1,641 . -152'• 

Australia 665 '354. · . l fll9 872 +147 . 'V ,' 
Argentina 440' 129 569 361 +208 

cpizil 440. ···450 ·. 890 722 +168 · 
pain 395 383· 778 808 -30 

Mexico ·. 370.· 202 572 534 +38 

Venezuela 330 113· · 443. 393 +50 
Sweden . ·. 325 ··331 656 927 .. -271 

,' 

South Africa 320 220 · 540 ' ' 566 -26 
Austria . 270 235 ', 505 504·. +1 
Den.mark · 260 210. 470 537 -67 

Indonesia 2.60 36 296 189 ,, +107 
Norway 240 · 157 397 440 -43 
Pakistan 235 .· --21 235 131 +1042:/ 
Yugoslavia ·201. 173 380 365 · +15 
New· Zealand 202 47 249 214 +35 ', 

Iran 192 235 427 434 -7 
Finland 190 · 141 331 . 365 -34 
Egypt 188 27. ·215 176 +39 
Malaysia 186 61 • 247 .248 -1 
Chile 158 .. 91 249 .. 219 +30 

];/ The calculations cover .109 members for .which quota. calculations,,were made ·in 
connection with. the Fifth. General R~view •. M~mbers·· not included a.re China,· ancl those listed 
on page 2, footnote 2, which joined the Fund 13ince the Revi.ew. . . . . · · . · • .· • ··o ];/ Increments in the calc'l,ilated quotas are negative for these members; the difference .. 
shown in th\S column therefore represents the difference between the actual quotas and the 
calculated quotas based on. absolute approach. · 

4 
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Table 2 (continued). A Comparison Between Calculated Quotas Based on· 
Incremental Approach and Absolute Approach 0 

1/ Fund Hembers-

Colombia 
Philippines 
Turkey 
Greece 
Nigeria 

Thailand 
Saudi Arabia 
Israel 
Algeria 
Peru 

Ireland 
Portugal 
Morocco 
Zaire 
Iraq 

Sri Lanka 
Ghana 
Korea 
Zambia 
Sudan 

Uruguay 
Kuwait 
Trinidad and Tobago 
Viet-Nam 
Burma 

Jamaica 
Ivory Coast 
Syrian Arab Republic 
Kenya 
Tunisia 

(In millions of SDRs) 

Calculated Quota 
Existing Quota 

(1) 

Calculated 
Increase Incremental Absolute 

157 
155 
151 
138 
135 

134 
134 
130 
130 
123 

121 
117 
113 
113 
109 

98 
87 
80 
76 
72 

69 
65 
93 
62 
60 

53 
52 
50 
48 
48 

(2)· 

48 
54 

100 
104 
140 

50 
348 
123 

88 
37 

79 
113 

47 
71 
64 

19 
145 
117 

4 

7 
170 
11 
32 
-3 

24 
24 
16 
25 
17 

(3) (4) 

205 
209 
251 
242 
275 

184 
482 
253 
218 
160 

200 
230 
160 
184 
173 

98 
106 
225 
193 

76 

76 
235 

74 
94 
60 

77 
76 
66 
73 
65 

155 
201 
242 
231 
262 

176 
486 
232 
240 
157 

199 
257 
125 
149 
164 

58 
72 

226 
194 

50 

44 
263 

68 
97 
39 

74 
82 
55 
74 
52 

Difference 
Col. 3 - Col. 4 

(5) 

+50 
+8 
+9 

+11 
+13 

+8 
-4 
21 

-22 
+3 

+l 
-27 
+35 
+35 

+90 
+40 
+34 

-1 
-1 

+26 

+32 
-28 
+6 
-3 

+21-Y 

+3 
-6 

+11 
-1 

+13 

'};/ The calculations cover 109 members for which quota calculations were made in 
connection with the Fifth General Review. Members not included are China, and those listed 
on page 2, footnote 2, which joined the Fund since the Review. 

2/ Increments in the calculated quotas are negative for these members; the difference shown 
in-this column therefore represents the difference-between the actual quotas and the 
calculated quotas based on absolute approach. Q 
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Table 2 (continued), A Comparison Between Calculated Quotas Based on
Incremental Approach and Absolute Approach 

\ _,J 

(]n millions of SDRs) 

Fund MemberJ:/ 

Dominican Republic 
Tanzania 
Uganda 
Afghanistan 
Singapore 

Bolivia 
Panama 
Guatemala 
El Salvador 
Cameroon 

Senegal 
Ecuador 
Costa Rica 
Liberia 
Ethiopia 
(--.._, 
\.,-Jaragua 
:-{alagasy Republic 
Cyprus 
Sierra Leone 
Honduras 

Libya 
Guinea 
Jordan 
Iceland 
Mauritius 

Mali 
Guyana 
Haiti 
Rwanda 
Somalia 

Existing Quota 
(1) 

43 
42 
40 
37 
37 

37 
36 
36 
35 
35 

34 
33 
32 
29 
27 

27 
26 
26 
25 
25 

24 
24 
23 
23 
22 

22 
20 
19 
19 
19 

Calculated 
Increase 

(2) 

12 
15 
15 
-0.5 

130 

8 
36 
19 

5 
12 

7 
17 
15 

3 
9 

6 
8 

14 
2 

10 

211 
1 
7 

15 
-1 

7 
3 
2 
3 
1 

Calculated Quota 
Incremental Absolute 

Difference 
Col. 3 - Col. 4 

__ ....,(..::.,.3) (4) ___ _ (5) 

55 
57 
55 
37 

167 

45 
72 
55 
40 
47 

41 
50 
47 
32 
36 

33 
34 
1+0 
27 
35 

235 
25 
30 
38 
22 

29 
23 
21 
22 
20 

so 
52 
43 
23 

209 

29 
61 
53 
35 
39 

35 
44 
37 
32 
33 

29 
33 
31 
23 
30 

295 
13 
26 
37 
17 

13 
19 
10 

7 
8 

+5 
+s 

+122/ 
+14-
-42 

+16 
+11 

+2 
+5 
+8 

+6 
+6 

+10 

+3 

+4 
+l 
+9 
+4. 
+5 

-60 
+12 

+4 
+12/ 
+s-=:-

+ 16 
+4 

+11 
+15 
+12 

};/ The calculations cover 109 members for which quota calculations were made in 
connection with the Fifth General Review. Members not included are China, and those listed 
on page 2, fdotnote 2, which joined the Fund since the Review. 

2/ Increments in the calculated quotas are negative for these members; the difference 
shown in this column therefore represents the difference between the actual quotas and the 
calculated quotas based on absolute approach. ( ~ . 

\_j 
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Table 2 (concluded). A Comparison Between Calculated Quotas Based on 
Incremental Approach and Absolute Approach 

(In millions of SDRs) 

1/ Calculated Calculated Quota Difference 
Fund Members- Existing Quota Increase Incremental Absolute Col. 3 - Col. 4 

(1) (2) (3) (4) (5) 
' 

Paraguay 19 4 23 15 +8 
Burundi 19 5 24 9 +15 
Malta 16 9 25 24 +1 
Togo 15 5 20 12 +8 
Malawi 15 6 21 15 +6 

Gabon 15 17 32 31 +1 
Dahomey 13 5 18 12 +6 
Central African Republic 13 4 17 10 +7 
Congo, People's Rep. of the 13 4 17 15 +2 
Chad 13 f. 19 12 +7 

Mauritania 13 7 20 16 +4 
Niger 13 5 18 12 +6 
Laos 13 1 14 4 +10 
Upper Volta 13 4 17 9 +8 
Nepal 12 9 21 18 +3 

0 
Leb~mon 9 37 46 97 -51 
Gambia, The 7 1 8 4 +4 
Lesotho 5 1 6 3 +3 
Botswana 5 7 12 10 +2 

):_/ The calculations cover 109 members for which quota calculations were made in connection 
with the Fifth General Review. Members not included are China, and those listed on 
page 2, footnote 2, which joined the Fund since the Review. 

0 
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under the incremental approach is over SDR 1 billion higher than the 
present quota, and about SDR 0,5 billion higher than the quota calcu
lated under the absolute approach. The largest reductions in the 
calculated increases in quotas are experienced by the United States 
(SDR 1.8 billion) and Germany (SDR 791 million); the reductions in the 
calculated quotas of Canada, France, Japan, Italy, and SWeden range 
from SDR 217 million to SDR 322 million under the incremental approach. 
On the other hand, the calculated increases in quotas for Australia, 
New Zealand, Greece, Turkey, and Yugoslavia are greater under the 
incremental than under the absolute approach. Among the less developed 
countries, the calculated quota of India under the incremental approach 
is SDR 376 million larger than under the absolute approach. The incre
mental calculated quotas of Argentina, Brazil, Indonesia, and Pakistan 
are also appreciably larger than quotas calculated under the absolute 
a;ppraA.ffl, 

In the case of four members--Afghanistan, Burma, Pakistan, and 
Mauritius--the calculated increments are negative, and have been treated 
as zeros so that the calculated incremental quotas are the same as 
existing quotas. For five other members--The Gambia, Guinea, Laos, 
Lesotho, and Sri Lanka--the calculated increments amount to less than 
SDR 1 million, and for 19 other members, the calculated increments amount 
to less than·25 per_cent of their existing quotas. The calculated quotas 
of most of these countries under the absolute approach are less than their 
present quotas. 

Two broad conclusions might be drawn from the above analysis. 
First, the dampening effect of the incremental approach on the calculated 
quotas of the main industrial countries, inter alia, has implications 
for the Fund 1 s liquidity in that it tends to yield proportionately lower 
calculated quotas for certain creditor countries (based on data ending 
in 1972). 

Second, while incremental quota calculations have a less marked 
effect on the relative shares of different groups of members than the 
calculations under the absolute approach, these calculated shares 
nonetheless do not correspond to the actual shares of these groups in 
the present Fund. The changes in relative shares under the incremental 
approach largely depends on the relationship between the calculated aµd 
actual quotas determined at the time of the last quota review, rather 
than on changes in relative economic positions since 1967. 
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APPENDIX I 

CALCULATED INCREASES IN QUOTAS UNDER INCREMENTAL APPROACH 

COLUMN A· INCREMENTS IN QUOTAS CALCULATED ACCORDING TO THE REVISED BRETTON 
WOODS FORMULA REDUCED TO YIELD AN INCREASE IN THE FUND OF SOR 20.1 
BILLIONS. 

··,, 
COLUMN B - INCREMENTS IN QUOTAS DERIVED FROM THE AVERAGE OF THE LOWEST TWO 

.. ·CALCULATED ACCORDING TO FOUR REWEIGHTED AND MODIFIED FORMULAS 
(SCHEMES III, IV, M4, AND M7) EACH ADJUSTED TO YIELD AN INCREASE OF 
SOR 20.1 BILLIONS. . 

SET. I CALCULATIONS· BASED ON IMPORTS, EXPORTS AND' VARIABILITY_ OF EX~ORTS 

SET II CALCULATIONS· BASED ON IMPORTS AND EXPORTS OF GOODS AND SERVICES.AND 
PRIVATE TRANSFERS AND VARIABILITY OF RECEIPTS ON GOODS, SERVICES, ANO 
PRIVATE TRANSFERS 

COLUMN C · REPRESENTS THE HIGHER OF THE AVERAGES OF SET I AND SET II CALCULATIONS 
INAANDB. 

FUND MEMBERS 1 

UNITED STATES 
UNITED KINGDOM 
GERMANY. 
FRANCE 
JAPAN 

CANADA 
ITALY 
INDIA 
NETHERLANDS 
BELGIUM & LUXEMB. 

AUSTRALIA 
BRAZIL 
ARGENTINA 
SPAIN 
MEXICO 

VENEZUELA 
SWEDEN 

. ·souTH AFRICA 
AUSTRIA 
DENMARK 

INDONESIA 
NORWAY 
PAKISTAN 
YUGOSLAVIA 
NEW ZEALAND 

IRAN 
FINLAND 
EGYPT 
MALAYSIA 
CHILE 

COLOMBIA 
PHILIPPINES 
TURKEY 
GREECE 
NIGERIA 

THAILAND 
SAUDI ARABIA 
ISRAEL 
ALGERIA 
PERU 

IRELAND 
PORTUGAL 
MOROCCO 
ZAIRE 
IRAQ 

SRI-LANKA 
GHANA 
KOREA 
ZAMBIA 
SUDAN 

PRESENT 
QUOTA 

6700. 
2800. 
1600. 
1500. 
1200. 

1100. 
iooo. 

940. 
700. 
670. 

665. 
440. 
440. 
395. 
370. 

330. 
325. 
320. 
270. 
260. 

260. 
240. 
235. 
207 
202. 

192. 
190. 
188 
186. 
158. 

157. 
155. 
151. 
138. 
135. 

13_4. 
134. 
130. 
130. 
123 .. 

121 . 
117. 
113. 
113. 
109. 

98. 
87. 
80. 
76. 
72. 

(IN MILLIONS OF SORS) 

--- - .. - - -- - - - - - - - - -- -,- -- - - - -
CALCULATED INCREMENTS IN QUOTAS 

A· B 
B.W. REDUCED AVG. OF LOWEST TWO. 

SET,. I SET II ,.SET I SET II· 

4134.3 
931.7 

2537.7 
1425.9 
2324.6 

., 971. 7•, 
897.9 
58. 1 

692.0 
598.0 

357.4 
470.5 
121 . 8 
373. 7 
191 .4 

106. 5 
313.1 
133 .1 
217.6 
1so·.2 

37.4 
147.6 
-58.8 
150.7 
46.9 

185. 1 · 
118. 0 

30·. 8 
53.3 
78.2 

43.8 
45,4 
98.0 

106. 7 
103.8 

46.7 
238.3 

85.8 
66.8 
31 .4 

81.5 
99.0 
28.2 
35.7 
49.6 

0.9 
8.7 

143.5 
59.5 
3.8 

3908.0 
950.3 

2501 . 2 
· 1426.6 
2118.6 

1027.0 
902.4 

49 :2' 
683.0 
591.9 

351 .0 
429.2 
118. 8 
391. 5 
211 . 7 

98.5 
326.7 
203.7 
234.9 
184.3 

34.6 
167.0 
-46.2 
161. 7 
46.9 

214.1 
117. 1 

23. 1 
54.1 
72.7 

50.6 
48.3 

102.0 
100.7 
110. 4 

49.5 
277. 3 
140. 1 
47.9 
42 3 

76.6 
126.3 
42.2 
56.4 
55.7 

-0.8 
5.2 

138. 4 
66,4 
4.0 

3078 .1 
1100. 6 
2296.4 
1458. 1 
1899.3 

.:1025.2 
941.3 

20.0 
877. 7 
807.1 

199.6 
340.5 
131 . 3 
283.0 
172. 1 

· 120. 8 
287.4 
122.6 
216.6 
209.7 

47.0 
140.3 
-31 . 2 
154.8 
43.3 

226:4 
143.0. 

25. 1 
. 64 .5 
100.1 

. 44. 9 
50.2 
49.1 
88.9 

138.5 · 

47.2 
345.4 
82.8 

120.5 
27.2 

70.9 
72.2 
25. 7 
57.3 
60.4 

1 .3 
24.7 

155. 9 
116. 9 

-3.3 

2699.5 
1062.9 
2286 .. 7 
1552: 1 
;1666.5 

99!}". 2 , 
932.2 

7.7 
820.,9 
831 .1 

198.6 
294.1 

-126. 9 
351.7 
209:0 

104.8 
374.6 
317.6 
.253.1 
210.9 

-3.2 
144 .1 
-23.3 
191 . 1 
49.4 

244.5 
139.2 
27.8 
57.8 

, 82. 2 

51. 4 . 
57.8 
80.0 

100. 4 
142.0 

52.3 
350.0 
163. 4 

54.8 
47.2 

73.6 
129.9 

69.1 
84.0 
67.8 

-3.3 
12.4 

134.5 
11 7. 5 

0.4 

C 
HIGHER OF TWO 

AVERAGES(A ORB) 

4021 . 2 
1081 . 7 
2519.5 
1505. 1 
2221.6 

1012.2 
936.7 

53.7 
849:3 
819.1 

354.2 
449.9 
129, 1 
382.6 
201.6 

112. 8 
331:0· 
220.2 
234.9 
210.3 

. ' 36. 0 
157 .3 
•27.3 
172.9 

46.9 

235.4 
141 . 1 
26.9 
61.2 
91.2 

48 .1 
54.0 

100.0 
103. 7 
140.3 

49.8 
347.7 
123. 1 
87.6 
37.2 

79 .1 
112.7 

47.4 
70.7 
64.1 

0.0 
18.5 

145.2 
117 .2 

3.9 

1 Excluding 15 members which Joined the Fund since the Fifth Review. These members are: the Bahamas, 
Bahrain, Bangladesh, Barbados, Equatorial Guinea, FIJI, Khmer Republic, Oman, Qatar

1 
Romania, Swaziland, 

United Arab Emirates, Western Samoa, Yemen Arab Republic, and the People's Democrat c Republlc of Yemen. 

C) 
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APPENDIX I 

CALCULATED INC.REASES IN QUOTAS UNDER INCREMENTAL APPROACH 

(IN MILLIONS OF SDRS) 

- - - - - - - -- - - - - -- -- - ------- - - -- - --- --- ----- - ---- -- --- ----- -- - - -- - --- --- - ----- - -- - - -- ---- - - ----- --
CALCULATED INCREMENTS IN QUOTAS 

A e C 

FUND MEMBERS
1 PRESENT B.W. REDUCED AVG. OF LOWEST TWO HIGHER OF TWO 

QUOTA . SET I 'SET II SET I SET II AVERAGES(A ORB) 
- ---- - --- - - - -- - -- - -- -- - .__ - -- - --- - --- -- - - -- - - - - - - -- -- - - - -- -- -- - - -- - - - --- - - - - - -- --- -- -- - - -- -------

URUGUAY 69. 6.5 8 .1 2.0 5.0 7.3 
KUWAIT 65. 134.7 160. 3 164. 2 176.8 170 .5 
TRINIDAD & TOBAGO 63. 10.7 12.2 8.5 8.3 11. 4 
VIET-NAM 62. 16 .6 29.7 14.0 49.4 31. 7 
BURMA 60. -4. 8 -4;9 -2.1 -3.6 -2.8 

JAMAICA 53. 22.0 21 .9 30.8 17. 3 24.0 
IVORY COAST 52. 18.0 23.7 22·. 2 26.0 24 .1 
SYRIAN ARAB REP. 50. 16.4 16. 2 10.2 13.0 16.3 
KENYA 48. 24.3 19'_ 2 32.4 18.5 25.4 
TUNISIA 48. 17. 7 -17 .0 9.3 4.0 17.3 

DOMINICAN REP. 43. 12.6 12.3 9.3 9.1 12.5 
TANZANIA 42. 17.2 13.7 18.0 12.7 15.4 

. UGANDA 40. 12.8 12.2 16.2 14.0 15.1 
BOLIVIA 37. 6.9 7.9 7.5 8.0 7.8 
AFGHANISTAN 37. 0.4 -1 .2 -0.7 -2.9 -0.4 

SINGAPORE 37. 131. 7 123.8 140.3 120. 6 130 .5 
GUATEMALA 36. 14.6 15.4 19.9 19. 0 19.4 
PANAMA 36. 31. 6 39.7 7.2 11. 6 35.6 
EL SALVADOR 35. 4.3 5.4 3.2 5.8 4.9 
CAMEROON 35. 11 .3 11. 6 15.2 9.5 12.4 

SENEGAL 34. 4.5 8.9 3.0 7 .1 6.7 
ECUADOR 33. 16 .1 16 .1 19.7 13.5 16. 6 
COSTA RICA 32. 14.0 13.8 15 .4 14.0 14.7 
LIBERIA 29. 2.8 3.4 1. 0 2.2 3.1 
ETHIOPIA 27. 8.6 !I- 6 6.4 7.4 8 .. 6 

NICARAGUA 27. 6.2 6.7 4.5 4.4 6.4 
CYPRUS 26. 13.2 14.2 8.0 7.9 13.7 
MALAGASY REPUBLIC 26. 5.7 7.5 7 .1 9.7 8.4 
SIERRA LEONE 25. 2.5 1. 6 1 .4 -0.8 2 .1 
HONDURAS 25. 7.5 8 .1 10.0 9.9 9.9 

LIBYA 24. 196. 3 226.6 174. 8 193.4 211 .4 
GUINEA 24. 0.8 0.9 -1. 4 -1.1 0.9 
ICELAND 23. 7.6 8.6 14.7 14.8 14.8 
JORDAN 23. 3.6 6.0 4.8 8.4 6.6 
MALI 22. 2.6 4.5 4.6 8.5 6.6 

MAURITIUS 22. 0 .1 -1. 5 -4.0 -6.7 -0.7 
GUYANA 20. 3.4 2,7 3.5 0.3 3.0 
HAITI 19. 2.2 1. 7 0.5 -0.3 2.0 
PARAGUAY 19. 3;0 4.3 3.8 4.3 4 .1 
BURUNDI 19. 2.4 2.3 5.5 5.0 5.2 

RWANDA 19. 2._4 2.4 3.4 3.1 3.3 
SOMALIA 19. 1.1 1. 3 1. 0 1. 7 1 .4 
MALTA 16. 8.9 8.5 6.2 -5.2 8.7 
TOGO 15. 3.9 3.7 5.2 3.8 4.5 
MALAWI 15. 4.9 4.8 6.5 5.9 6.2 

GABON 15. 8.4 14.5 16.0 17 .8 16.9 
DAHOMEY 13. 4.4 4.9 5.2 4.9 5.1 
CONGO PEOPLE REPUBL 13. 2.9 3.2 4.0 4.6 .4 .3 
CHAD 13. 3 .1 5.0 4.2 7.0 5.6 
UPPER VOLTA 13. 3.3 4.0 3.9 4.5 4.2 

MAURITANIA 13'. 5.5 7.4 4.8 4.5 6.5 
NIGER 13. 3.6 5.4 3.4 7.2 5.3 
CENTRAL AFR. REP. 13. 2.0 3.7 3.0 5.9 4.4 
LAOS 13. 0.5 0.3 1. 0 0.6 0.8 
NEPAL 12. 5 .1 5.2 8.4 8.6 8.5 

LEBANON 9. 28.8 44.5 25.2 49.5 37.4 
GAMBIA, 7. 0.7 0.5 0.6 0.1 0.6 
LESOTHO 5. 0.7 0.4 0.7 -1 .0 0.5 
BOTSWANA 5. 4.8 6.0 7.0 7.5 7.2 

1 Excluding 15 members which Joined the Fund since the Fifth Review. These members are: the Bahamas, 
Bahrain, Bangladesh, Barbados, Equatorial Guinea, Fill, Khmer Republic, Oman, Qatar\ Romania, Swaziland, 
United Arab Emirates, Western Samoa, Yemen Arab Republic, and the People's Democrat c Republic of Yemen. 



MEMORANDUM 

'IO: 

FllOM: 

MallagiDg Director 

J. J. Polak 

SUBJECT: A Siglified Approach to Quota Calculations 

July 17. 1974 

The quota calculations \IDderlyiDg the Fifth Quinquennial Review may 
be considered to have suffered from two weakneaaesi 

1) they were based on a wide array of formula•. from which a member 
could select the combination moat favorable to it, subject to important con
straints; 

2) while some of these formulas included reserves aDCl others not, 
all included national iucome, which is a variable of dubious relevance and one 
that raises serious difficulties of measurement. 

AD attempt was therefore made in the attached paper to teat to what 
extent 1971 quotas would have been different if a single much simpler formula 
bad been uaed. It was found that if the 1971 exercise were repeated with a 
formula based on imports and export variability only, the results would have 
been, for all but the G-10 countries:!/ 

Number of 
Countries 

No differer.ce 41 
0 to S per cent difference 31 
6 to 10 par cent difference 18 
11 to 15 per cent difference S 
Larger difference y _! 

99 

The simpler formula points up one major difference: it would produce 
a substantially lover figure f<,r the United States. It has of course always 
been recognized that formulas based on trade variables do not provide a 

Y The quotas for the G-10 countries were not set by a formula, but by 
negotiations. 

2/ Three out of four of these were related to the fact that the 1971 quota 
increases for these couutries included an adjuatment under the c011pensatory 
financing decision. 
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satisfactory quota for the United States; the same concluaicm was drawn in 
aettiag weights for the U.S. dollars in the basket. In the origiual Bratton 
Woods formula and in many formulas derived from it since, thia problem has 
been met by using national income in the formula with couiderable weight. 
The queaticm may be asked whether it is still necessary to use an initial 
formula approach to the quota for the United States (vbi.uh in any event is 
decided by negotiation), and hence whether a single staple formula might not 
be used instead of an array of more coir.plicated formulas. 

Ue may want to decide in the light of further Board discussion on 
quotas whether. and when something along these lines should be put to the Board. 

Att: 

cc: Deputy Managing Director 
Mr. Gold 
Mr. Familton 
Mr. Del Canto 
Mr. Gunter 
Mr. Toure 
Mr. Tun Whin 
Mr. Whittome 
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A Note on the Calculation of Fund Quotas 

Introduction 

In SM/73/2751/ the staff attempted to determine by econometric methods 

formulas that would not only be simpler than those employed until now, but 

would also approximate the present quota distribution more closely than those 

which have been used in the past. All of the statistical formulas presented 

in that study did in fact approximate the distribution of the 1971 quotas more 

closely than did the results of the calculations done for the Fifth General 

Review.I/ In the light of these findings, this paper selects one simple formula 

from that study and, using the.same methodology applied for the Fifth General 

Review, computes a set of suggested quotas. These suggested quotas are then 

compared with the quotas suggested in 1971 and the differences between them are 

analyzed. 

Methodology of quota determination 

The following procedure was used to obtain suggested quotas for Fund 

members during the Fifth Review: 

For each member, a quota (Q
0

) was computed.l/ This-calculated quota was 

compared to the actual 1967 quota (Q
67

; and if it was larger than the 1967 

quota, an excess (E) was calculated as·the difference~ E = (Q
0 

- Q
67

). The 

total excess (ET) of ca~culated over 1967 quotas was obtained by summing all 

positive differences. 

member as: 

The suggested quota (Q) was then computed for each 
s 

1/ SM/73/275, "Statistical Formulas Explaining, Present Fund Quotas." 
II SM/73/275, P• 11. 
:J./ The calculation of Q0 was a complicated and involved choice among an array 

of formul.as. See SM/73/274, p. 13. 
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The general increase of 25 per cent and the amount of aggregate special 

increases of $5,000 million were determined through negotiations. The 

suggested quotas,(with a few exceptions, notably the G-10 countries1/) became 

the 1971 quotas. 

In an attempt at simplification, the present paper selects one formula 

from SM/73/275; it alone is used to compute the calculated quotas. A set of 

suggested quotas is then obtained by ap~ly_ing the previously described method

ology. 

The formula that has been selected to calculate quotas is:'d:./ 

Q
0 

= 0.1350 (Imports)+ 1.1270 (Variability of Exports). 

This is the simplest of all the formulas put forth in SM/73/275. The coeffi

cients were estimated using standard regression techniques for a sample of 109 

countries; the sum of the 1971 quotas of these countries is $28.2 billion~ and 

the coefficients are adjusted such that the calculated quotas sum to this 

same total. 

Using this formulaj a set of suggested quoJas (Q
8

) are calculated following 

the procedure described above. The total excess of.calculated over 1967 quotas 

(ET) is $8783.7 million, of which $2288.3 million are distributed as special 

increases. The amount of aggregate special increases was determined by imposing 

"};./ Belgium, Canada, France, Germany, Italy, Japan, Netherlands, Sweden. 
United Kingdom, and the United States. 

y SM/73/275, Table 2, P• .8. 
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the constraint that the sum. of the suggested quo.tas be $28.2 billion. Thµs,. 

the suggested quotas (Q) are given by: s .. 

These suggested quotas were then roun4ed according to the procedure adopted 

at the Fifth General Review.11 

The results of these calculations for all members except the G-10 countries 

are given in Table 1. Column (1), which is labeled "1971 Quota," shows the 

"suggested quota" put forth at the Fifth General Review, except that the quotas 
adjusted 

given for Cameroon, the Ivory Coast, Lebanon, and Libya were/under the Compensa-

tory Financing Decision.1/ Column (2) shows the suggested quotas obtained using 

the single formulfl..• 

A comparison of the results obtained using this single formula with those 

obtained using the combination of formulas yields. several observations. First, 

columns (3) and (4) show that, after rounding, the quotas of 41members are 

identical with their quotas obtained in the 1969 Quota Review. Second, the 

number of countries receiving special increases does not differ significantly; 

using this ~ingle formula, 74 countries receive special increases, while the 

outcome of the Fifth General Review resulted.in 73.countries receiving special 

increases. The countries that receive special increases when the single formula 

is used, but did not receive special increases at the Fifth General Review are: 

Botswana, Costa Rica, Mauritania, Sudan, and Egypt, while the countries that 
t• ,' 

1/ Committee of the Whole on Review of Quotas, Meeting 69/9, December 19, 1969, 
p.-16. The rounding procedure is: Quotas up to $250 million are rounded to the 
next higher $1 million, quotas between $250 and $1,000 million are rounded to the 
next higher $5 million, and quotas in excess of $1,000 million are rounded to the· 
next high $10 million. .(Th.is added $123 million to the total) • 

2J Executive Board Decision No. ·1477-(63/8),.February 27, 1963.· 
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.- ---.... Table 1. : 1971 Quotas and New Suggested Quotas 
I 

\ I / 

1971 Suggested. Rounded Percentage 
Country Quota 1/ Quota 2/ Quota 3/; Error 4/ 

Afghanistan 37 36 37 0.000 
Algeria 130 117 118 -9.231 
Argentina 440 437 440 0.000 
Australia 665. 666 670 0.752 
Austria· 270 259 260 -3.704 

Bolivia 37 36 37 0.000 
Botswana 5 3 4 -20.000 
Brazil 440 437 440 0.000 
Burma 60 60 61 1.667 

·Burundi 19 18 . 19 0.000 

Cameroon 28 26 27 -3.571 
Central African Republic 13 12 13 0.000 
Chad 13 12 13 0.000 
Chile 158 158 159 0.633 
Colombia 157 156 157 0.000 

Congo, People's Republic 13 13 14 7.692 
,... ~Costa Rica 32 32 33 3.125 
/ ;yprus 26 26 27 3.846 
\ _Llahomey 13 12 13 0.000 

Denmark 260 270 275 5.769 

Dominican Republic 43 43 44 2.326 
Ecuador 33 32 33 0.000' 
Egypt, Arab Republic of 188 195 196 4.255 
El Salvador, 35 34 35 0.000 
Ethiopia 27 25 26 -3.704 

Finland 190 191 192 1.053 
Gabon 15 13 ·14. -6.667 
Gambia 7 6 7 0.000 
Ghana 87 86 87 0.000 
Greece 138 . 141 142 2.899 

Guatemala 36 34 35 -2. 778 
Guinea 24 23 24 0.000 
Guyana 20 19 . 20 0.000 
Haiti 19 18 19 0.000 
Honduras 25 24 25 0.000 

'· ) 
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Table 1 (Continued) • · 1971 Quotas and New ~uggested_Quotas i: 

/ !, 
I: 

.\ I 11 
. !i 

1971 Suggested Rpunded J.>ercentage . : '11 
. 1: Country Quota 1/ Quota 2/ Quota 3/ Error 4/ •· '1 

:' ,, 
I 

Iceland 23 21 22 -4.348 I 
India 940 937 940 0.000 f 

l1 
Indonesia 260 258 260. 0.000 !, 

Iran 192 176 177 -7.813 
Iraq 109, 104 105 -3.670 

Ireland 121 122 123 1.653 
Israel 130 120 121 -6.923 
Ivory Coast 42 33 34 -19.048 
Jamaica 53 50 51 -3.774 
Jordan 23 22 23 0.000 

Kenya 48 42 43 -10.417 
Korea 80 74 75 -6.250 
Kuwait 65 72 73 12.308 
Laos ''13 12. 13 0.000 
Lebanon 35 26 27 -22.857 

Lesotho 5 4 5 0.000 
,,_l,iberia · 29 · 26 27 -6.897 
( lbyan Arab Republic 62 41 42 -32.258 
~ _ _,..alagasy Republic. 26 25 · 26 0.000 

Malawi 15 13 14 6.667 

Malaysia 186 179 180 -3.226 
Mali 22 21 22 0.000 
Malta 16 13 14 -12.500 
Mauritania 13 12 13 0.000 
Mauritius 22 21 22 0.000 i 

. I 

I 
Mexico 370 337 340 -8.108 ·1 

I 

113 112 113 0.000 
I 

Morocco I Nepal 14 12. 13 -7.143 I 
New Zealand 202 207 208, 2.970 I Nicaragua 27 .. 26 27 0.000 l 

I 

Niger 13. 12. 13 0.000 I Nigeria +~5 134 135 0.000 , I ·Norway 240 239 240 0.000 
Pakistan 235 235 236 0.426 
Panama 36 36 37 2. 77~ 

I 
-I 
·1 

· 1 

i 
' ~"') 

.. I 
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Table 1 (Concluded) • 1971 Quotas and New Suggest~d Quotas 

- _., 

1971 Suggested Round'ed Percentage 
Country Quota 1/ Quota 2/ Quota 3/ Error 4/ 

Paraguay 19 18 19 ,. 0.000 
Peru 123 119 120 -2.439 
Philippines 155 153 154 -0.645 

·Portugal 117 109 110 -5.983 
Rwanda 19 18. 19 0.000 

Saudi Arabia 134' 116 117 -12.687 
Senegal 34 33 34 0.000 
Sierra Leone 25 21 · 22 ., -12.000 
Singapore 62 53 54 -12.903 
Somalia 19 18 19 I 0.000 

South Africa 320 302 305 -4.688 
Spain 395 365 370 -6.329 
Sri Lanka 98 97 98 0.000 
Sudan 72 71 72 0.000· 
Syrian Arab Republic 50 51 52 4.000 

Tanzania 42 40 41 . -2.381 

1
.-"'Thailand 134 132 133 -d.746 

' l'ogo 15 13 14 -6.667 
\ .£rinidad and Tobago 63 62 63 0.000 

Tunisia 48 46 47 -2.083 

Turkey 151 138. 139; -7.947 
Uganda 40 40. 41 2.500 
Upper Volta 13 12 13 0.000 
Uruguay 69 68 69 0.000 
Venezuela 330 '• 312 .315 -4.545 

Viet-Nam 62 56 57 -8.065 
Yugoslavia 207 205 206 -0.483 
Zaire 113 112 113 0.000 
Zambia 76 69 70 -7.895 

1/ The quotas given are the 1971 quotas which are identical to the suggested quotas 
obtained for members at the Fifth General Review, with the exception of Cameroon, the 
Ivory Coast, Lebanon and Libya, whose calculated quotas are given and are not equal 
to their 1971 quotas. 

2/. These are the suggested quotas obtained from using the single formula. 
3/ These are the suggested quotas rounded according to the procedure used at the 

Fifth General Review. 
4/ The percentage error is defined as (Rounded quota - 1971 quota)/1971' quota* 100. 

' j . ./ 

! 
'· : 

i 
.·1 

' 

l ,, 

I 

I 
I 
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received special increases at the Fifth General Review,-but.not when the 

single formula is used ·are: .·Mexico, Nepal, the United States, and Zaire. 

Although the quot~s of the G-ld countries were not determined by the 

formula, it is interesting to compare the calculated quotas of these countries 

obtained from the single formula and the array of formulas. The calculated 

and suggested quotas of the G-10 countries obtain from the single !ormula and 

the array of formulas are g~ven in Table 2. For seven of these 10 countrie~, 

the single formula yields higher calculated quotas and for two (France and 

Japan). the result is slightly lower. The.majol:' difference is for the United 

States. This is as might have been expected; a formula containing only trade 

.variables,·while it may be reasonably satisfactory for other countries, cannot 

properly reflect the economic weight of the;United·States or.the role of the 

dollar. 

The average percentage error):./ between the new quotas obtained using the 

single formula and the "1971 quotas 11 is·6.1 per cent. ·The average percentage 

error associated with major country groups is; 

Industrial countries ·(other than G-10); 

Other developed countries: 

Deyeloping countr~es: 

Major oi~ expo~ters: 

Others: 

4.9 per cent; 

5.3 per cent; 

11. 7 per cent; 

5.5 per cent. 

The distribution of rounded quotas under the simple formula and the 1971 

quotas by major country gr8up·s is given in Table 3. In this table it is 

assumed that the G-10 coun;r~~s:wQµ:i,d have received the same quotas, whichever 
• >• lj:".;., .;i,; ,,{,I . • 

formula was used for all other countries. It can be seen that the distribution 

1/ The average percentage error is defined as the square root of. the sum of 
squared percentage deviations of the rounded quotas from the "l97l quotas," ad• 
justed for the number of observations. 
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' ·, 
Table 2 • . Alternative Calculations Quota for G-10 Members 

'-- / 

(In millions of U.S. dollars) 
'. I 

I 
·. I 

Calculated Quota Suggested Quota 
·.1 
'·\ 

Single Axray of Single Axray of 
' ! Countr;x: 1971 Quota formula ·formulas· formula formulas 

Belgium(Lux:embourg 674 , 1,049 801 710 720 

Canada 1,100· 1,445· 1,316 1,109 1,196 

France 1,500 1,754 1,805 1,432 · 1,617 '·f 
I 

Germany 1,600 2,557 2,448 1,854 2,083 

Italy 1,000 1,324 1,238 963 1,069 : 
. ! 

Japan 1,200 1,490 1,524 .1,106 1,281 

Netherlands 700 1,139 861 811 810 
i 

Sweden 325 666 590 396 453 I 
j 

United Kingdom 2,800 2,419 2,229 3,050 3,050 
""\ 

( ' 
( United States 6,700 4,685 8,496 6,450 8,012 
', _ _/ 

·.; .. . '~ . ' 

.j 
I 

' l 
./ 
l 

July 9, 1974 

.j, 
I 

? 
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Table 3. Distribution of Quotas by 
Major Country Groups 

1971 Quota1/ Roundedguota2/ 
(In per cent) 

United States & 
United Kingdom 

Other Industrial Countries 

Other Developed Countries 

Developing Countries 

Major oil exporters 

Others 

1/ · See footnote 1., Table 1. 
2/ See footnote!S~ Table l. 

L ...I 

33.7 

31.4 

9.0 

5.2 

20.7 

33.7 

31.5 

9.0 

5.1 

20.7 
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of the new quotas is not significantly different from the distribution of the 

1971 quotas. The industrial countries' share in the total: of quotas is 

increased by 0.1 per cent when the single formula is used:, while the share 

of the major oil exporting countries is reduced by 0~1 per cent. 

Conclusions 

It appears from the results presented that a single formula based on 

imports and the variability of: exports could have been used.for the Fifth 

General Review in place of the array of formulas with only slight effects on ~he. 

resulting quotas .. or the structure of Fund quotas. The formula that has been 

suggested is a simple one and the variables included in it are generally 

available for countries and have a high degree of reliability. The formula 

does not use data on national income, which is a.highly controversial variable,Y 

or population, which.would result in a.major restructuring of quotas for indi-

·Vidual countries (although the distribution for major groups_would not be 

affected greatly). 

One major difference that results form using the single formula rather 

.than the array of formulas is. that the.United.States would not qualify for a 

special increase and that its suggested quota under this formula is'.much lower than 

its 1971 quota. It is not surprising to find that the. United States quota should 

be higher than·indicated_by a formula applicable to all countries. 

1./ The main argument against using national income as a variable is that it is 
, not an accurate measure of economic size. This is because (1) developing countries 

tend to have large nonmonetarized sectors, (2) the choice 9.f a conversion rate is 
difficult when there has been an exchange rate change, and (3) the effects of 
inflation are not taken into account. For a more detailed discussion see SM/73/274. 

.. I 
:;j 

J 

··.· 1 

i 
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Office Memorandum 

TO Mr. Polak DATr.: July 16 , 19 7 4 

FROM Esther SussJA. 
SUBJECT = Sample Quota Calculations for the Sixth Review 

The results of calculating two sets of "suggested" quotas using the single 
formula and the array of formulas from the Fifth Review are given below. The 
calculations were normalized on a Fund size of 50.1 billion SDRs, with a 25 per cent 
general increase and aggregate special increases of 14,325.75 million SDRs assumed. 

I. Distribution of "Suggested" and 1971 Quotas: 

Single Formula Array of Formul~ 1971 Quotas 
~50 22862 {50 2 251) {28 2619. 4) 

Developed 
Countries: 38,419 76.40% 38,891 77.39% 21,080 73.66% 

Industrial: 33,665 66.95% 34,495 68.65% 18,345 64.10% 
G-10 32,005 63.65% 33,115 65.90% 17,575 61. 41% 

Others: 4,754 9.45% 4,396 8.75% 2,735 9.56% 

Developing 
Countries: 11,867 23. 60°lo 11,360 22.61% 7,539.4 26.34% 

Oil exporters: 2,923 5. 81% 2,795 5.56% 1,484 5.19% 

Others: 8,944 17. 79% 8,565 17.04% 6,055.4 21.16% 

II. Frequency Distribution of Errors: 

The percentage error is defined as: (Quota(array) - Quota(single))/Quota(array)*lOO. 

0 5%: 48 countries, of which 29 are zero. 
5.001 - 10%: 20 countries, 

10.001 - 15%: 23 countries, 
15.001 - 20%: 14 countries, 
20.001 - 25%: 12 countries, and 

greater than 25%: 7 countries. 

III. Number of Countries Receiving Special Increases: 

Using the array of formulas, 84 countries receive a special increase, while 
using the single formula results in 93 countries receiving special increases. The 
countries that do not get special increases using the array are given below. An* 
next to the country indicates that it does not get a special increase when the single 
formula is used also. 



0 

0 

0 

New Zealand 
Argentina* 
Bolivia * 
Colombia * 
El Salvador 
Guyana 
Haiti * 
Paraguay * 
Uruguay* 
Egypt* 
Yemen, Arab Rep. * 
Afghanistan * 
Bangladesh * 

- 2 -

Burma* 
India* 
Indonesia* 
Khmyer Rep. 
Laos* 
Pakistan*· 
Sri Lanka* 
Western Samoa 
Burundi* 
Central African Rep.* 
Chad * 
Dahomey * 
Equitorial Guinea 

Gambia * 
Ghana 
Guinea Rep. * 
Lesotho 
Malawi 
Mali* 
Mauritius* 
Niger.* 
Rwand~ * 
Sierra Leone 
Somalia* 
Sudan * 
Togo* 
Upper Volta* 

In addition, Morocco does not receive a special increase when the single 
fonnula is used, but does when the array of formulas is used. 

The United States receives a special increase under both sets of calculations, 
but its share in the aggregate falls from 23.35% when the array of·formulas is 
used to 3.62% when the single formula is used. 

cc: Mr. Taplin 



Office Memorandum 

TO Mr. Polak DATE: July 16, 1974 

FROM R. J. Familton ' 

SUBJECT : The Size of the Fund 

I offer the following comments .on the draft paper, most of which relate 
to the secottd part. 

In ·the first part, which could perhaps be edited down to a slightly 
shorter version, for example by eliminating references to the staff "noting" 
or "po:(.nting .out" various points, I would suggest including in paragraph (c) 
on page 5 after the second paragraph "from SDR 20.7 billion to SDR 29.4 
billion'._ This gives a calculated increase ·of 42 per cent, not 53 per cent. 
Similarly, _in the last paragraph on page 6 I would suggest inserting after 
"the Fund",' "to the figure of SDR 28. 9 ·billion". In the last line of the 
middl~ p~ragraph on page 3 we make the figure 30.5 per cent, not 33 per cent. 

The second part leaves me wit~ t~e feeling that possibly more emphasis 
might be· given to the fact that while the Fund's liquidity may appear ade
quate now and even for the next 12 months. or so, there is no assurance that 
thi~ ~ill remain the case over a so-ewhat longer period. In this connection, 
I would suggest expanding the secon~ sentence of the first paragraph on page 
7 to bring in the point that there· may be a pronounced shift in the structure 

.of imbalances and that the Fund':a ,,liquidity, measured in terms of the Fund's 
own .holdings, may come under strain because of widespread deficits among 
membe.rs that may not have ready. access to alternative sources of financing, 

• especially if cost considerations carry weight, whereas the surpluses may 
largely accrue to members with relatively small quotas. 

I suggest rounding off tb~ 1paper with a final paragraph briefly mention
ing some aspects of a quota review which have not been explored, i.e., use of 
,quotas and SDR allocations, vot;_d.ng and so on, and summarizing the main points 
so as to hint at the direction in which the review might proceed. Completing 
the paper with a comment about Jncreased leverage over a member's policies 
could be regarded as somewhat provocative. 

More detailed comments ar, .as follows: 

1. It might help the argument if the quotation from the 1964 Annual 
Report were supported by some ,reasons, in particular that undue reliance 
on borrowing may not only deiay transactions but also lessen the degree of 
assurance members have about access to Fund assistance. 

2. I find the ·· argument in the third paragraph on page 7 rather 
difficult. The inference appears to be that some members have relatively 
larger quotas than their potential drawing needs while some others have 
quotas that are small relative to their capacity to provide resources to 
the Fund. 
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3. In the last line of the first paragraph on page 8 the words "factors 
special to the Fund" raise the question as to what precisely the staff has 
in mind. It might be helpful to exemplify some of these factors, for instance 
that the Fund is the only ready alternative source of finance for some members. 

4. The word "national" should be inserted in the first line of paragraph 
(a). Would it not be worthwhile to refer to changes in the size and distribu
tion of current account imbalances? 

5. In paragraph (b) of page 9 it might be helpful to include a-few 
figures about the numbers of members who have drawn on the Fund and which 
have drawings outstanding, particularly in the credit tranches. Value figures 
are, of course, very much affected by the inclusion of one or two major coun
tries. I am having some figures prepared and will send them along separately. 

6. In the last paragraph of page 9 I would suggest adding a reference 
to the fact that a considerable number of countries have been able to establish 
access to other financing as well as restore their credit tranche positions. 

7. On page 10, paragraph (c), in the 7th line I suggest substituting 
"depleted" for "exhausted". Further down, in the first line of the last 
sentence, I would insert "to be" before "financed by borrowing ••• ". The 
statement in the first sentence of the last paragraph on page 10 is, of 
course, true but I wonder a bit about the repetition of the figure of 
SDR 2 1/4 billion as this is very high, at least for the near future. I 
would prefer to add a sentence to the effect that "while this figure may 
appear somewhat high, prudent financial management would entail the provision 
of a generous margin for potential drawings under the facility." 




