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INTERNATIONAL MONETARY FUND

 Sixth General Review of Quotas

' Report of the Executive Difeptors“téﬂthe Interim Comiittgé‘fw -
of the Board of Governors on the International Monetary System

December 23, 1974

‘1. 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 gemeral review is the sixth. The main points
which arise are the following:-

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

(ij - 1. 'the size of the overall increase of Fund'quotasg"ﬂ
i‘3. ~ the mode of payment for the 1ncreased subscriptionsa

:II,.,Size of the Overall_Qubta Increase, T
All Executive Directors agree that an increase in quotas from SDR 29.2

billion is warranted at.this time. One Director wishes to -emphasize that
the case for an. increase depends importantly on decisions about the Fund's

' financial,operations in 1975 and beyond. Since the last quota .
review the world economy has grown stronOIy. In the present and prospective
situation of massive payments disequilibria the demand on the Fund’s resources
might be expected. to rise by relatively large amounts. -A substantial in-
crease in quotas would permit 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 operationsu

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 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 less thau 35 per cent. :

(’\ It was noted in the discussions that a quota increase of less than
(L 35 per cent would not only be proportionately smaller than the overall
increases resulting from the last two quota reviews but would £all far
short of the growth in world trade in any recent five-vear period.
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IT1I. Distribution of Quota Increases

The size of quota increases for individual members depends not only
on the size but also the distribution 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 proportionate gemeral increase to
reflect the growth in world trade and payments, and the extent to which
there should be selective quota imcreases to take account of ﬁhanges in
relative p051tions of members in the world 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 curvencies of all these members would be effectively usable
in Fund transactions uunder the Fund's regular policies and procedures on the
use of currencies. Technical questions relating to this issue will be

:Lurther explored by the Executive Birectors, some of whom belleve 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.
Scme 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 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 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 countrles in

PR S ‘xr

Some: Directors argued that the increase in the share of the
Fund quotas of the major oil-exporting countries should be com-
pensated by proportionate reductlons 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 majoxr oil
exporters) should not fall, and several of them hold the view that

" ithe 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® countries should be
protected.

®)
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, of quotas of 25 per cent, 35 per cent, and 50 per. cent.

.The attached table is intended to 1llustrate the broad implications
for the distribution of quotas among .groups of countries under three of
the foregoing alternatives) the calculations are based on overall increases

\v’

A few. Txecutlve Dlrectors argued that it is undesirab?e to determine

" quota increases. on the basis of the shares of. particular groups of .
- countries. ' . e . e

A few Directors consider that special qubtalincreaseslf 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 1n the past
should also be taken into consideration.

Many Exécutive 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 Exeputive Directors have also considered the main issues connecteg
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.

lMost 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 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.

1/ oOther than those for the major oil exporters as a group.




- 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, a number of Directors suggest that, for the Sixth General Review,
provision should be made for members to'ﬁéy either in SDRs or in their own
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 de51rable alternative e

o
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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 pexr cent 50 per cent
Quota AL/ B2/ AL/ B2/ st/ B2/
(1) (2) (3) (43 (5) (6) {7)
Industrial countries 18,365 21,3% 21,822 23,140 23,597 25,776 26,260
% share in total 62.92 58.63 59. 80 58.72 59,88 58.87 58,97
Other developed countries 2,735 3,302 3,250 3,575 3,514 3,966 3,911
% share in total 8,37 9,06 §.91 2.07 8.81 2,08 8.93
Major oil exporters 1.454 3,634 3,634 3,926 3,926 4,361 4,361
% share in total 4.98 9.96 9.98 2.96 9.96 9.96 9.96
Other developing countries 6,087 .7,609 7,233 8,218 7,822 9,132 8,703
% share in total 20.88 20.85 19.82 20.85 19.88 20.85  18.88
Totalsgj ' 29,191 36,489 36,485 39,409 39,409 43,785 43,785

1/ Potential quotas under A caiculated 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 betwesen the iacreases of
the industrial and of the other developing countries.

2/ 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.

3/ 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.
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~.8ixth General Review of Quotas

Report of the Executive Directors to the'lnterim Committee
of the Board of Governors on the International Monetary System

Becember 219f1§74

I. 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 rev1ew is the Sixth The main points
which arise are the following o ‘ o '

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

2. the distribution of quota increases among members; aund
-

-

. the mode of payment for the increased subscriptions.

II. Size of the Overall Quota Increase

(m\ All Executive Directors.agree that an increase in quotas from SDR 29.2

km) billion is warranted at this time. Since the last quota'review the world
economy has grown strongly. In the present and prosnectlve situation of
massive payments disequilibria the demand on the Fund's rescurces mioht 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 quotas,; 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 unumber of Directors supported
an increase of 35 per cent. Many Directors supported a 50 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 proportiocnately smaller than the overall
increases resulting from the last two quota reviews but would fall far
short of the growth in worid trade in any recent five-year period.
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I1T. Distribution of Nuota Increases ,

The size of quota increases for individual members depends not only
on the size but also the distribution 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 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.

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'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 Dlrector support a dcubli1g 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.
Scme other Executive Directors are also concerned that doubling the share fﬂ\
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.

Diffefing views are held on how far a substantial increase im the
share in the Fund of the group of major oil exporting countries should
be reflected in changes in the positions of otber groups of countries in
the Fund:

Some Directors argued 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 1arge number of Executive Directors believed that the share
in the Fund of the developing countries (other than the major oil
exporters) should not £3ll. 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’” countries should be
protected.

D
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The attached table is intended to illustrate the broad implications
for the distribution of quoitas among groups of countries under three of

the foregoing alternatives; the calculations are based on overall increases
of quotas of 25 per cent, 35 per cent and 50 pex cent.

One Executive Director argued that it is unde81nable to determine
quota increases on the basis: of the shares of part;cular groups of
countries, : g

A few Directors consider that special quota increasesl/ should be
allocated to only 2 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
IExecutive 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
siiould also be taken into consideration.

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

A large nuitber of Directors felt that consideration should be given
to leaving available, after application of statistical criteria, a margin
of the overall guota 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 pessibility was discussed of adopting appropriate arrangements
to mitigate the effects of the gold payment which is required under the
present Articles, for z portion equal to 25 per cent of any quota increase.
Many Directors believe, however, that such severe problems of priaciple
and technigue would be involved in mitigating such payments as to make it
an unpromising approach.

Host 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. &
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 i1in currencies agreed with
the Fund, includinpg perhaps their own 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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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, a number of Directors suggest that, for the Sixth General Review,

provision should be made for members to pay either in SDRs or in their
currencies. However, some Directors proposed that provision should be
to enable the Fund to permit the payment of any increased subscription
entirely in members’ own currencies or in a2 proportion higher than the
75 per cent. Some other Directors feel that such an approach would be
least desirable alternative. ‘

own
made
either
pregent
the
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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 CGuota Increases

Present 25 per cent © 35 per cent 50 per cen
Quota A&f Bif Ai/ B2/ AL/ B?j
(1) (2) (3) (4) (5) (6) (7)
Industrial countries 18,365 21.3%4 21,822 23,140 23,597 25,776 26,260
% share in total 62,82 58.63 53.80 58.72 53.88 58.87 59.97
Other developed countries 2,735 3,302 3,250 3,575 3,514 3,966 3,911
% share in total 9.37 5.05 8.91 9.07 8.91 8.05 8.83
Major oil exporters 1,454 3,634 3,634 3,926 3,926 4,361 4,361 !
% share in total 4,98 9.96 g.96 9.96 9.98 9.96 9.96 L
Other developing countries 6,087 7,602 7,233 8,218 7,822 9,132 8,703
% share in total 20,85 20.85 13.82 20.85 18.85 20,85 1%.88
Totals3d/ 29,191 36,489 36,489 39,409 39,409 43,785 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,

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

3/ 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.



December 13, 1974

MEMORANDUM FOR FILES

Subject' Payment 01/6;ot;t;;2reases

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. 1 indicated that
this could give rise to a number of problems, none of which were
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 1likely to take in future quota discussions other than to be insistent
about the use of other members' currencies.

R. J. Familton

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




DRAFT

Sixth General Review of Quotas: ~Report of ‘the Executive Directors
" to the Interim Committee of the Board of Governors on the
International Monetary System

1. Introduction

The - Fund' is:required to conduct a general réﬁlew of the Quotas of all
members at ‘intervals of five years, but it may conduct a general rev1ew at
other times. . The current general review is the 51xth. The Committee may
wish to addreéss itself to the following:

1. the size of the overall increase of Fund quotag,

2. the dlstrlbutlon of quota increases among members; and

3. the mode of payment for the 1ncreased subscriptions.

II. Size of the Overall Quota Increase

All Executlve Directors. agree that a substantial 1ncrease 1n éLotas
from SDR 29.2 ‘billion is warranted-at this time. Since the last quota
reviéﬁ‘fﬁé)beld econiomy has grown strongly. In the pgesen; and |
proépéctive:siéuation of massive payments disequilibria the démand‘on the
Fund‘é’fesoques might be expected to rise by relatively large a%oﬁnts
A substantlal increase in quotas would permit selective increases whlch
would reflect changes in members' relative p031t10ns in the world economy
since the last adjustment of quotas, and would increase the amount of
éuffenéies for use by thé Fund in its transactions and operations.

" The Exécutive Directors have not agreed on the size of the overall

increase. Thé'greater number of them believe that an increase of at least

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‘tﬁét a quota increase of less than
35 per cent would not only be proportionately smaller than the amounts
agreed‘;n 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
the Prices of internatioﬁg}ly“%raded goods haVe risen by over 60 per cent, |
s0 that an overal{/gudfa increase substﬁgfially less than this amount would
be smaller, a ef/taking into acebunt the increase in prices, than was ////

7/
1

agreed in“the 1970 review. /
\

.
111, Distribution of Quota Increases <:>\
The size of quota increases for indivi&ual members depends not only //)
on the size but also the distribution of the overall increase. On {
distribution, the Executive Directors are not agreed on ;he extent to which
all members' 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 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 Sn the need to N

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

that the Fund were able to use their currencies in its transactions. Most C:}



O

Directors support a doubling of the sharé of these members;“taken as a group,

in Fund’ quotas. ‘In support of thls view-is the doubllng of the share of

this group of couritriés in world reservés betwéen end-1972 and mid-1974

and in world exports betwéen 1972 and ‘thé first half of 1974, and the fact

that their present quotas are small in telation to' their baldnce ‘of payments
surpluééé and ‘external reserve positions’  ‘Some Executive Directors are
concerned that doubling ‘the share of this group in Fund quotas could be an
unduly large increasé because of the uncértainty about-the adjustments

in members' positions now underway; one Director felt that-the share of
these countries as a group should be more than doubled.-

' Differing views are héld on how far a substantial ‘increase in theé

“share in the Fund of thé groip of ‘major oil ‘exporting countries should:be

reflected in changes in the positions of other ‘group$ of ‘countries in the

AT

Fund: G
Some Difeéf5f§&5§§ué&;éhé£3fhéniﬁﬁﬁé53e'iﬁ££he share of Fund’
; quotas ‘of ‘the’ major ‘0il" exportlng ‘countriés shéuld ‘be- compensated

by proportlonate reductions in the ‘shares of all other’ groups of --

2 L oty

members. I S SR el
A someWﬁé€‘13§&e§}nﬁﬁbér'of'Eféchtive Diréctoers believed

thét‘the share in the Fund of the developlng couftries (other
:“thénlthé(majﬁf oil'é%ﬁbfféfé?'shbﬁla”not fall. This view i§ -
“taken becauss manyICOun€§1g§Tiﬁ?fhisjgrbﬁpThéﬁéjbﬁfkcréstriéted~f3

‘access toiﬁfhér'sdﬁfééé bfzbhlaﬁééybf'péymehtS'fiﬂaﬁcing;*hdvéV
| "cbmpéfativei§:16w reserves éﬂdyﬁﬁat'a reduction in' their shatre in-
Fund quotas would also reduce their share in ‘future allocations '

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




Several Executive Directors hold_?he view that the.
position of the group of the "other de&eloped" countries should be
protected, especially as some. countries in this group have-egpnomic
characteristics more nearly akin to the developing caungxies:than
to the industrial countries. .

The Executive Directors also recognize that many Qf the
industrial countries had grown very rapidly since the last quota
review .and that these countries provide.the bulk of the Fund's
liquidity.

A few Executive Directors have argued that it is‘undesirablgEtp
determine quota increases on the basis of the_shares of particular groups
of countries. A few Directors also believe thap special quota increases
should be allocate@itq,cnly\a small pumbey‘of memgers whose quotas are most
out-of-line because their economies had grown very fast since the last
quota increase. . These Directors were also concerned ;hgt‘the share of fast
growing countries in qu9t§§:ap@lvot%ng‘powe§ §houid not decline, One
Executive Director argued that special quqta(iﬁcreases shqu}?Tglso be granted
to those countries which had previously foregone quota increéses, so as to
maintain unchanged their present positions in thelFund.

Many Executive Directors believe that'spegial quota increageé“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 counr;ies,‘as a group and individually, and

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

U

O
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" Some Directors felt that ‘consideration should be giVen‘to léaving
available, after application of statistical criteria, a margin of the
overall gquéota incredse’which would be uséd®to permit further increases
of a few quotas that fight still be regarded as somewhat low.

The attachéd’ table: summarizes the implications for the distribution -
of quotas by’ groiips of counfries of a number of calculations most recently
presented to the Executive Directors by the staff; the calculations are based

on’ an overall incréase of quotas of 35 per cent.

IV. Payment of Increased Subscriptions

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

A few Executive Diiectors 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 payﬁents. 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 subseriptions. 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

,\\
C‘, members currency agreed with the Fund or in their own currency.



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, a number 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’ own currencies or

in a proportion somewhat higher than the present 75 per cent. In the event
members' own currencies were widely used in excess of 75 per cent of the

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

operations, would arise for solution by the Executive Directors.
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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 AL/ BZ/
Group (1) (2) (3)
Industrial countries 18,365 23,140 23,598
Fercentage 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

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.

2/ Potential quotas under B calculated by doubling the shares of
major oil exporters and the balance dlstrlbuted to countries in pro-
portion to their present quotas.
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T ‘ December 6, 1974
MEMORANDUM
To: Files ’ :
. 7 i)
From: William B. Dalgﬁﬁggzzg
Subject:  U.S. Viewé'gﬁyQuotas// |

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.S.

voting power would sink below 20 per cent might

well provoke a situation that would involve less

U.S. commitment 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.

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 required.
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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 United 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 be
directly used to supply drawings than if the resources
were to form the basis for guaranties for borrowing by
the Fund from o0il exporters. ‘ '

3. Mr. Bennett's statement in Paris probably was under-
stood to mean U.S. support for a tripling of the share
of 0il exporters in quotas, and was no doubt meant
that way. Cross, however, felt that is excessive,
and hoped to pull the U.S. position back to support
not more than a tripling of the absolute amount of
0il 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. position did not make me sanguine about the
prospects. ' ‘

ce: Managing Director
Mr. Gold
Mr. Polak
Mr. Habermeier
Mr. Del Canto
Mr. Beza



Office Memorandum

e ‘  Mr. Polak DATE:  December 3,
FROM ¢ R.R. Rhomberg and E. Susséyj
SUBJECT :  _gusta Caleulations

Further to our memorandum of today, the attached table shows
special quota increases calculated on £0t bases:

(1) 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 describgd 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.

1974
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Mr. Habermeier:
Relevant to possible

g} Offﬂ ce Me moran du m suggestions for tomorrow's

Board Meeting.
JJP

TO : Mr. Polak 9’b . DATE: December 2, 1974

FROM : R, R, Rhomberg( and E. Suss

suualculations-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 mich 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 rate 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). 1In 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 1 in two ways: (i) more recent data are used and
(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 (1)=~(iii) above.

*/ 1972-73.




N

L

C

Table 1.

(35 Per Cent Overall Increase with 20 Per Cent
General Increase)

(In millions of SDRs)

Quota Calculations Based on Table B of EB/CQuota/74/5

20 per cent ) .
Present General Special Increases ' " Totals
Quota Increase Variant 11/ Variant 22/ | (1)+(2)+(3) (1)+(2)+(3)
(0 (2) (3 (4) (s (6)
A. Industrial Countries
Unitad Statss 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 1.0 5.0 289.0 293.0
Total 18,365 23,140.0 23,140.0
Percentage ghare in total  (62.82) (68.72) (58,72}
B. Other Developed Countries
Australia 665 133.0 35.2 - 833.2 798.0 s
Spain 395 79.0 70.2 125.4 Q2.4 544.2 599.4 6.9
South Africa 320 64.0 41.9 38.6 - 425.9 422.6
Yugoslavia 207 41.4 26.8 23.8 'qide  275.2 2712.2 291.0
New Zealand 202 40.4 2.1 - am — 244.3 242.4
Finland 190 38.0 29.7 43.1 4. 257.7 271.1 2&:’{" ,’
Romania 190 38,0 14.7 — 2N a 2427 228.0 250 3
Turkey 151 30.2 15.4 - - 196.6 181.2
Greece 138 27.6 15.9 7.5 34.57 18L.5 173.1 see, 5
Ireland 121 24.2 13.3 3.8 23, 1585 143.0 /684
Portugal 17 25.4 23.8 49.7 32,5 64,2 190.1 772.9
Icoland 23 4.6 2.4 0.1 o4 30.0 27.7 28.0
Malta 16 3,2 1.3 - - 20.5 19.2
Total 2,735 3,575.0 3,575,0
Percentage ehave in total  (8.37) (8.07) " (8.07)
C. Major Oil Exporters
Venezuela 330 66.0 297.5 297.% 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
Kiwait 65 13.0 254.5 254.5 332.5 332.5
Ecuador 33 6.6 28.5 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 27.5 27,5 45.5 45.5
Oman 7 1.4 12.0 12,0 20.5 20.5
— Ch —_—
Total 1,454 3,926.0 3,926.0
Percentage shave in total (4.38) (9.96) {9.98)

For footnotes see page 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 Special Increases Totals
Quota Increase Variant 117 Variant 24/ (D2 (B {(D+(2)+ (D
$)) &) (3) S (s) (6)
D. Devecloping Countries
India 940 188.0 20.¢ — = 1,148.0 1,128.0
Brazil 440 88.0 166.3 225.0 /2/1.9 694. 3 753.0 ©49,9
Argentina 440 88.0 47.% 18.2 = 575.7 s46.2 TP
Mexico 370 74.0 74,7 75.5 19,3" 518.7 519.5 od. T
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 2.3 245.7 235.1 2.56.5
Chile 158 31.6 33.6 35,3 - 223.2 224.8 196
Colombia 157 31.4 17,7 7.7 - 206. ] 196.1 2854
Philippines 155 31.0 20.0 12,0 [bulo 206.0 198.0 2 o».@
Thailand 134 26.8 18.5 12,5 34,8 179.3 173.5 4476
Israel 130 26.0 45.5 60.1 /23,0 201.5 216.1 274,80
Bangladesh 125 25.0 8.9 - - 158.9 150.,0
Peru 123, 24,6 13.% 5,7 ©O.4 161.3 155.3 4.2
Morocco 113 22.6 17.4 13:6 - 153.0 1492
Zaire 113 22.6 26.2 9.1 &S 161.8 16a.7 tat-9
Sri Lanka 98 19.6 -- - e 117.6 117.6
Ghana 87 17.4 7.0 .- i 111.4 104.4
Korea 80 16.0 83.6 81:6 /443 149.6 177.6 240.3
Zambia 76 15.2 43.2 64:2 7, 134.4 155.4 74-q
Sudan 72 14.4 1.5 e 79.9 86.4
Uruguay 69 13.8 2.6 - - 85.4 82.8
Trinidad and Tobago 63 12.6 4.0 - A4 79.6 75.6 F3-0
Viet-Nam 62 12.4 11.8 14 e 86.2 85.8 £%.4
Burma 60 12.0 .- — — 2.0 72.0
Jamaica 53 10.6 8.9 7.7 £ 4 72.5 71,3 7.0
ivory Coast : 52 10.4 8.9 7.8  #,0 71.3 70.2 73.4
Syrian Arab Republic 50 10.0 5.9 3.0 6.2 65.9 63.0 be. 0
Kenya . 48 9.6 9.2 9.0 £.0 66.8 66.6 &5 .b
Tunisia 48 9.6 6,3 36 .7 63.9 6l.4 &, 3
Dominican Republic 43 8.6 4.4 14, 4.3 36.0 53.0 S/
Tanzania 42 8.4 5.5 3:5 .t},é? 55.9 83.9 57
Uganda 40 8.0 5.5 38 53.5 51.8 4f.0
Singapore 37 7.4 48.0 78.5 98,2 92,4 122.7 240.6
Bolivia 37 ‘ 7.4 3.0 L 47.4 44,4
Afghanistan 37 ' 7.4 - — - 44.4 44.4
Panama ; 36 7.2 13.3 7.0 5.8 56.5 61.1 4G.0
Guatemala 36 7.2 7.8 6.9 & 9.9 50.1 4%.4
El Salvador 35 7.0 1.8 - 55 43.8 42,0 44,3
Cameroon 35 7.0 4.4 2.6 I 46.4 44.6 43,/
Senegal 34 6.8 2.6 - 2.1 43.4 0.8 o424
Costa Rica 32 6.4 5.5 . 49 b4 43.9 3.3 q4.48
Yemen, People’s Dem. Republic 29 5.8 8.1 9.9 A,z 42.9 44.7 35°,0
Liberia ) 29 5.8 1.1 - - 35.9 34.8
Ethiopia 27 5.4 3.3 1.8 - 35.7 34.2 52,4
Nicaragua 27 5.4, 2.2 - 2.1 34.6 32.4 S5
Cyprus 26 5.2 5.2 5.2 £.3 36.4 36.4 =24, 5
Malagasy Republic 26 5.2 3.0 1.3 S 34.2 325 &8/4 3
Sierra Leone 25 5.0 0.7 - - 0.7 30.0
" Khmer Republic 25 5.0 2.2 0.1 - 32.2 3.1 20,0
londuras 25 5.0 3.7 2,7 g 33.7 32,7 o b
"Guinea 24 4.8 0.4 - 29,2 28.8
Jordan 23 4.6 2.6 L1 4,8 30.2 28.7 22.4
Mauritius 22 4.4 - —— 26.4 26.4
Mali 22 4.4 2,6 13 e 28.0 27,7 26.4
Bahamas 20 4.0 9.2 131 24,5 33.2 370 783
Guyana 20 4.0 1.1 - 25.4 24.0
Haiti 19 3.8 0.7 - gig ggg
Paraguay 19 3.8 1.5 - - . .
Bumﬁdi 19 3.8 1.8 0.4 - 2.6 23,2 2% .7

For fgotnotes sco page §
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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)

20 per cent
Present General Special Increases Totals
Quota Increase Variant 117 Variant 247 N+ (2)+(3) D+ {23+ (4)
1) {2) (3) (4) (5) (6)
D, Developing Countries
{zoncluded)
Somalia 19 3.8 0.4 - - 23.2 22.8
Rwanda 19 3.8 1.1 . - - 23.9 22.8
Togo 15 3.0 1.8 1.0 - 19.8 w.0 4.2
Malawi 15 3.0 2.2 1.6 0,3 20.2 w.e 1£.3
Gabon 15 3.0 6.3 5.7 3.8 24.3 26,7 2.8
Mauritania 13" 2.6 2.5 2.6 - 18.2 8.z 156
Dahoney 13 2.6 1.8 1.3 o1 17.4 16,9 45,7
Congo, People's Republic - 13 2.6 1.5 0.7 o 17.0 1.3 /o -2
Chad 13 2.6 2.2 1.9 - 17.8 175 156
Central African Republic 13 2.6 1.5 0.7 - 17.1 16,3 S 6
Upper Volta 13 2.6 1.5 0.7 = 17.1 1.3 1576
Niger 13 2.6 1.8 1.3 -~ 17.4 16,8 15,6
Laos . 13 2.6 0.3 - 15.9 15,0
Fiji 13 2.6 1.8 1.3 3.0 17.4 16.9 G,
Barbados 13 2.6 1.5 0.7 2,4 17.1 16.3 /7.7
Nepai¥ ' 14 2.3 3.3 4.0 - 20.1 21.0 £5.F
Bahrain 10 2.0 3.0 3.7 2.1 15.0 15,7 204
Yemen Arab Republic 10 - 2.0 1.5 .109,9 15.5 13.1 /3. ¢
Lebanon g9 1.8 i3.8 22.5 ad.4 24.6 33.3 Tg7. -
Equatorial Guinea 8 1.6 - - - 8.6 H.6
Swaziland 8 1.6 3.3 4,6 2,0 12.9 4.2 /hé
The Gambia 7 1.4 0.4 - 8.8 8.4
Lesotho 5 1.0 0.4 - L2 6.4 6.0 , L
Botswana 5 1.0 2.6 3.8 =% ,7 8.6 9,8 .
Western Samoa 2 0.4 - e e 2.4 2.4
— —l ———
Total 6,087 : $,218.0 8,215.v
Percentage ehare in total  (20.85) (20.85) (2u. 80)
Grand Total (including .
China 29,191 c 39,408.0 3,408.0

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

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

(bJ For the major oil exporting countries: im 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).
2/ Sce text, Section 4, b and c. '

3/ Hember has not yet paid its last two installments of subscrip)ga.on.
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To: Menbers of the Committee of the Whole on Review of Quotas

From: The Secretary

‘Subject: Sixth General Review of Quotas ~ Illustrative Distributions
of Qucta Increases

The attached paper, which presents illustrative distributions of
guoba increases, has been prepared by the staff for discussion by the
Committee on Wednesday, December L4, 197h.

Att: (1)

Obther Distribution:
Department Heads
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“of allocatlng specxal quota 1ncreases to: such members. o

’60 per ‘cent of the overal -

. INTERNATIONAL MONETARY FUND . . .. .. .

‘Sixth General’ Revxew"of Quotas Faen st
a Illustratlve Dlstrlbutlons of,Quota Increases

“‘prégared by’ thé Trbdsurer®s nd Reseaber Deparmmens " "

L is

Approved by-i:0. Habermeier and J. J.: Poldk

Fund members’ on the b351s of & number of ‘dif
detailed below in sections 1 through a, The quota calculatlons,are“"
presented in Tables 1 through 4} Table 5 shews the. percentage shares,of”,
members ' quotas which: result’ from ‘the calculations,” ' In constructing ‘these
tables account has been taken of the dlSCUSSlOnS of the Committee. of the
Whole—on‘the $iize” “of any general 1anease, the crxterla thet mlght be

con51dered for selecting” members’ for speczal quote 1ncreases and thevme%heds

e /‘».i

The size of - the overall 1ncr ase of he” Fund has been put at"35 pe;‘”
cent in’Tables 1vand 2;-and 50" per’ cent 1n Tables 3 and'4. Anonerall
increase of'35 per cent 'over the" present Fund (1nc1ud1ng Chin

-1:.SDR 12919 billion ‘would result in & Fund of SDR 39.41 bllllon; ﬁh fr

50 per ceiit would: result inva Fund of SDR 43,78 bllllon.. Sudh
percentage 1ncreases ‘fall within the- range mentloned by a number ef
Dlrectors at the last meetlng of the Commlttee of the Whele.' The ove

MR S =1 IR0

1959 quota revzew was almost 60 per feenty

Insefar as' genefal quota ‘inéréases ‘are concernedﬁ'Tablesfl and ‘2- aiﬂ
based on a general increase of 20 per cent which has been allocated to' o
all members (except China). Thls general 1ncrease 13 equlvalent to almost
In T‘bles 3 and

Chlna) ‘This ‘gefieral increase is equlvalent toj?
jotd “iricrease of 50 per cent. The smallier” proportlonate share “in the case
of ‘4 '35 per ‘cérit ‘overall increase is“related to-the fact ‘that’ the doubllng

of the quotas ‘of ‘the oil" exportlng countrles takes a larger relatlve share

of thé smaller overall increase. -’ "~ s t et




A proportionately large general increase has the effect of broadly
maintaining the relative p051t10ns of members in the Fund. As a
proportion to past overall quota increases, the general increase accounted
for 78 per cent of the increase in 1959/60, ‘for 73 per cent in 1965/66
and for 65 per cent in. connectroplwrth the Fifth General Review on 1969/70.

3. Special quota increases by_groups,oftmembersf_‘4,

Calculations of special quota increases have been made taking into
account the positions of certain 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, such. as. had also been included in that paper, would not find
‘ general acceptance Ca1cu1at10ns made on the basis of Table B of .
EB/CQuota/74/5 are to be found in Tables 1 and 3 below. For comparatlve
purposes_calculations have also been made on the basis of Table C of
EB/CQuota/74/S and. these are to be found in Tables 2 and 4 below..

o Table B of EB/CQuota/74/5 was constructed on the ba51s of doub11ng
the share in the Fund of the group of "major oil exporting' countries and
"maintaining the share of . the group of, "other developing' countries. The

aggregate calculated quotas of all developed countries taken together would
have increased by about 26.6 per cent and 41 per cent for overall increases
in the size of Fund of 35 and 50 per cent. However, many of the couiitries
classified in the ''other developed"'. group. have. economic characteristics
more; nearly akln to: developlng than to., 1ndustr1al countries. For . this
reason it wouId seem approprlate to moderate somewhat ‘the. dec11ne in. the1r
share in an enlarged Fund, elther tak1ng the group as.a whole -or for -individ-
ual countries within. the group. The 1atter approach would involve.,
rec1a551fy1ng countries and treatlng some countries in this group. as. .
"industrial' and some as "developlng" countries:. No, rec1a551f1cat10n of . .
countries ‘has been made Ain this paper.. Furthermore, the share in the. -
overall 1ncrease for the .group of "other developed!. countrles ‘has .been set
midway ‘between the share in the overall increase.for ‘the group of ”otner
developing' countries and the share in the overall increase for the group
of "industrial’ countries--i.e., for an overall increase in the Fund of 35
per cent, the increase for the group of ''other developed"‘is”SO 5 per cent,
and for.an overall.increase of 50 per cent, the 1ncrease for -the group is
45 per cent ) oo L -

Doubllng the share of the,maJor 011 exportlng countrles was put forward
in an ear11er paper as a rough approximation of: the measure of the increase
in their. relat1ve positions .in world .trade, payments and reserves. 0On the
basis of reserves data, . this group . of countries has increased-its share in
'the world total from 6.2 per cent at end-1970 to 8.1 per cent at end=1972
to 16 6 per .cent in m1d 1974 ; the. share of this group in world exports -
increased from 5.7 per cent in 1970 to 6.5 per cent in 1972 to 13 per cent
in the first six months of 1974.
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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
of the needed adjustments which are still underway. It is presumed
however, that 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 uncertalnty about relative positions, but also because 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 -apparant
that a large increase in these members' quotas would usefully augment the
Fund's liquidity provided, of course, that the currencies of these members
were fully usable in the normal course of the Fund's business. .

The calculatlons based on Table C of 7“,‘:‘./CQuota/?4/5 prov1de for a

.deubling of the share of the major cil exporting countries in Fund quotas,

and .a proportionate compensatlng reduction in the shares of all other groups.

4. D1str1but10n of special increases with each gfoup

Whiile maintaining the constraints on the shares of 1nd1v$dual groups
of countries in the Fund noted above, the following methods have been
adopted in allocating spec1al increases among countries within each group:

(a) - '™Major 0il Exporting'' countries: For this group of countries,
special quota increases. have been allocated on. the basis. of their individual
shares in the total of their external reserves as of end-June 1974. 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 total of tlieir exports and their share in the total of their
calculated quotas, would yield for most countries only a slightly different
allocation, but both tend to raise substantially the share of three of the
smallest 011 erportlng members.

v (b) ”Industrlal” 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 increases. were distributed to members in-each group in-
proportion to the'excess‘(if positive) of their-calculated quotas over their
present quotas as shown in Column D of Table 4 of EB/CQuota/74/2. This
method was followed in allocating special quota increases in 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 1nd1cated in’ Sectlon 3 above.



(¢} 'Developing Countries'’ (other than major oil exporters): For \w)
this group the same methods have been followed as outlined in (b) above;
except that their calculated quotas are those based on 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 speC1a1 1ncreases among the
countries in this group.

5. Use of more recent data

The present quota calculations are based on data for periods endlng
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 income, at least for the developing
countries, for which the value of this variable has in any event been
questioned. Some simplified quota formuias were illustrated in SM/73/275.

6. Concluding observations

A few observations might be made about the calculations presented in
- Tables 1 through 4: < /M\

(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) vreduces 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 calculations 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 negotlated ‘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



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 close to 20 per cent less) and the other developing
countries (the amounts are sbout 45 per cent less) as compared with the
increases shown in Tables 1 and 3.

(d) The extent of rounding of quotas that would be agreed is important
because it mlght change the shaxes of groups of countrles significantly.



Table 1. Quota Calculations Based on Table B of EB/CQuota/74/5

-6 -

(35 Per Cent Overall Increase with 20 Per Cent
General Increase)

(In millions of SDRs)

20 per cent

Totals

Present General Special Increases
Quota Increase Variant 117 Variant 22/ 1)+ (2)+(3) ‘,..(1}*(2)*(43
n (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 ,106.0 2,205.0
France 1,500 300.0 97.0 92.0 ,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 24.0 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 5.0 299.0 293.0
Total 18,365 23,140.0 23,140.0
Percentage shave in total  (62.92) (58.72) (58.72)
Other Developed Countries
Australia 665 133.0 35.2 -- 833.2 798.0
Spain 385 79.0 70.2 125.41 544.2 599.4
South Africa 320 64.0 41.9 38.6 425.9 422.6
Yugoslavia 207 41.4 26.8 23,8 275.2 272.2
New Zealand 202 40.4 2.1 R 244.3 242.4
Finland 190 38.0 29.7 43.1 257.7 271.1
Romania 150 38.0 14.7 - 242.7 228.C
Turkey 151 30.2 15.4 - 196.6 181.2
Greece 138 27.6 15.9 7.5 181.5 173.1
Iteland 121 24.2 13.3 3.8 158.5 149.0
Portugal 117 23.4 23.8° 49.7 164.2 190.1
Iceland 23 4,6 2.4 0.1 30.0 27.7
Malta 16 3.2 1.3 20.5 ©18.2
Total 2,735 3,575.0 3,575.0
Parcentage sharve in total {9.37) (9.07) (8.07)
Major Oil Exporters
Venezuela - 330 66.0 297.5 297.5 695.5 693.5
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
Iragq 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 28.5 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 27.5 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
Percentage share in total (4.88) (9.36) (9.96)

For footnotes see page 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 Increasc)

(In millions of SDRs)

(.

D

(.

20 per cent
Present General Special Increases Totals
Quota Increase Variant 117 Variant 2</ (D+(2)+(3) M+ (2)+ (4
(1) @) (3) 4 ©(5) (6)

Developing Countries

India 940 188.0 20.¢ - 1,148.0 1,128.C
Brazil 440 88.0 166.3 225.0 694. 3 753.0
Argentina 440 88.0 47.7 18.2 575.7 546.2
Mexico 370 74.0 74.7 755 518.7 519.5
Pakistan 235 47.0 - == 282.0 282.0
Egypt 188" 37.6 10,0 - 235.6 225.6
Malaysia 186 37.2 22.5 11.9 245.7 235.1
Chile 158 3l.6 - 33.6 35.3 225.2 224.¢
Colombia 157 31.4 7.7 Ll 206.1 196.1
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 45.5 60.1 201.5 2161
Bangladesh 125 25.0 8.9 - 158.9 150.0
Peru 123 24.6 3.5 5.7 161.3 153.3
Morocco 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 15 -- 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 50 10.0 5.9 3.0 65.9 63.0
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 5.5 3.5 55.9 53.9
Uganda 40 8.0 5.5 3.8 53.5 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 1.2 13.3 17.9 56.5 61.1
Guatemala 36 7.2 7.0 6.9 9.9 50.1
L1 Salvador 35 7.0 1.8 - 43.8 42.0
Cameroon 35 7.0 4.4 2.6 46.4 44.6
Senegal 34 6.8 2.6 -- 43.4 40.8
Costa Rica 32 6.4 5.5 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 5.3 1.8 35.7 34.2
Nicaragua 27 5.4 2.2 i 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 32.5
Sierra Leone 25 5.0 0.7 - 30.7 30.0
Khmer Republic 25 5.0 2.2 0.1 32.2 30.1
Honduras 25 5.0 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
Mauri tius 22 4.4 - = 26.4 26.4
Mali 22 4.4 2.6 1.3 29.0 27.7
Bahamas 20 4.0 9.2 13.1 33.2 37.1
Guyana 20 4.0 1.1 s 25.1 24.0
Haiti 19 3.8 0.7 = 23.5 22.8
Paraguay 19 3.8 1.5 =~ 24.3 22.8
Burundi 19 3.8 1.8 0.4 24.6 23.2

For footnotes see page 8
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Table 1 {concluded). Quota Calculations Bascd 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 Special Increases Totals
Quota Increase Variant 11/ Variant 22/ M+(2)+(3) D+ D)+ (D
(1 (2) (3) (4) (5) (6)
D. Developing Countries
(concluded)

Somalia 19 3.8 0.4 - 23.2 22,8
Rwanda 19 3.8 1.1 -- 23.9 22.8
Togo 15 3.0 1.8 1.0 19.8 19.0
Malawi 15 3.0 2.2 1.0 20.2 19.06
Gabon 15 3.0 6.3 8.7 24.3 26.7
Mauritania 13 2.6 2.5 2.0 18.2 18.2
Dahomey 13 2.6 1.8 1.3 17.4 16.9
Congo, People's Republic 13 2.6 1.5 0.7 17.0 16.3
Chad 13 2.6 2.2 1.9 17.8 17.5
Central African Republic 13 2.6 1.5 0.7 17.1 16.3
Upper Volta 13 2.6 1.5 0.7 17.1 16.3
Niger 13 2.6 1.8 1.3 17.4 16.9
Laos 13 2.6 0.3 -~ 15.9 15.6
Fiji 13 2.6 1.8 1.3 17.4 16,9
Barbados 13 2.6 1.5 0.7 17.1 16.3
Nepa1¥ 14 2.8 3.3 4.0 20.1 21.0
Bahrain 10 2.0 3.0 3.7 15.0 15.7
Yemen Arab Republic 10 2.0 1.5 1.1 13.5 13.1
Lebanon 9 1.8 13.8 22.5 24.6 33.3
Equatorial Guinea 8 1.6 -- -- 9.6 9.6
Swaziland 8 1.6 3.3 4.0 12.9 14.2
The Gambia 7 1.4 0.4 -- 8.8 8.4
Lesotho 5 1.0 0.4 -~ 6.4 G.C
Botswana 5 1.0 2.6 3.8 8.6 9.5
Western Samoa 2 0.4 -- - _};i' 2.4
Total 6,087 §,218.0 8,213.v
Percentage share in total (20.85) (20.85) (2u. o)

Grand Total (including
China 29,191 39,408.0 3.0,408.0

1/ Variant 1:

(a) For the industrial and other developed countries:

of EB/CQuota/74/2).

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

3

(b) For the major oil exporting countries:
their international reserves as of middle of 1974.
(c) For developing countries:

The allocation of special increases under Variant 1 is based on

in proportion to the shares of these countries in the total of

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

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

Hember has not yet paid its last two installments of subscripyion.

~
J

CO

CO



Table 2. Quota Calculations Based on Table C 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 Special increases Total
Member quota increase Variant 11/ Variant 24/ +(2)+ 1)+(2)+
8V (2) (3) (4) (5) (6)
A. Industiral Countries
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
Germany 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
Italy 1,000 200.0 91.6 87.8 1,291.6 1,287.8
Netherlands 700 140.0 79.9 95.6 919.9 935.6
Belgium and Luxembourg 670 134.0 7.1 93.0 8s1.1 897.0
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
Psrcentage share in total (62.92) (59.88) (59.88)
B. Other Developed Countries
Australia 665 132.0 27.9 - 825.9 798.0
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 41.4 232 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
Percentage share in total (8.37) (8.91) (8.91)
C. Major 0il Exporters
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
Kuwait 65 13.0 254.5 254.5 332.5 332.5
Ecuador 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 Emirates 15 3.0 27.5 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
(9.96) (9.96)

Percentage share in total (4.98)

For footnotes see page 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 millions of SDRs)

20 Per cent

Present ' general Special increases Total
Member quota increase Variant 117 Variant 22/ M+ (2)+(3) D+ (2)+(3)
(1 3] (3 (4) (5) (6)

Developing Countries
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 . - -- 282.0 282.0
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
Zalre 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
Trinidad and Tobago 63 12.6 2.3 - 77.9 76.0
Viet-Nam 62 12.4 6.7 81.1 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
Tunisia 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.¢
Panama 36 7.2 7.5 11.0 50.7 54.0
Guatemala 36 7.2 4.0 3.8 47.2 46.8
E1l 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
4.4 1.5 0.4 27.9 26.4

Mali 22

For footnotes see page 11




Table 2 (concluded).
(35 Per Cent Overall Increase with 20 Per Cent General Increase)

Y

Quota Calculations Based on Table C of EB/CQuota/74/5

(In millions of SDRs)

20 Per cent
Present general Special increase Total
Member quota increase Variant 11/ Variant 24/ 1)+(2)+ +(2)+
1) 2) (3} 4) ) (6)
D. Developing Countries
{(concluded)

Bahamas 20 4.0 5.2 8.2 29.2 32,2
Guyana 20 4.0 0.6 -- 24.6 24.0
Haiti 19 3.8 0.4 - 25.2 23.0
Paraguay 19 3.8 0.8 - 23.6 23.0
Burundi 19 3.8 1.0 —_— 23.8 23.0
Somalia 19 3.8 0.2 - 23.0 23.0
Rwanda 19 3.8 0.6 -- 23.4 23.0
Togo 15 3.0 1.0 0.4 19.0 18.4
Malawi 15 3.0 1.3 0.8 19.3 18.8
Gabon 15 3.0 3.6 5.4 21.6 23.4
Mauritania 13 2.6 1.5 1.4 17.1 19.4
Dahomey 13 2.6 1.0 0.6 16.6 16.6
Congo, People's Rep. of the 13 2.6 0.8 0.1 16.4 16.1
Central African Republic 13 2.6 0.8 1.0 16.4 17.0
Chad 13 2.6 1.3 0.1 16.9 18.7
Upper Volta 13 2.6 0.8 0.1 16.4 16.1
Niger 13 2.6 1.0 0.6 16.6 16.6
Laos 13 2.6 0.2 - 15.8 15.6
Fiji 13 2.6 1%0 0.6 16.6 16.2
Barbados 13 2.6 0.8 0.1 16.4 15.7
Nepa13/ 14 2.8 1.9 2.3 18.7 19.1
Bahrain 10 2.0 1.7 2+.2 13.7 14.2
Yemen Arab Republic 10 2.0 0.8 0.5 12.8 12.5
Lebanon 9 1.8 7.7 14,7 18.5 25.7
Equatorial Guinea 8 1.6 0.1 -- 9.7 9.5
Swaziland 8 1.6 1.9 2.9 11+5 12.9
Gambia, The 7 1.4 0.2 8.6 8.4
Lesotho 5 1.0 0.2 6.2 6.0
Botswana S 1.0 1.5 2.4 745 8.4
Western Samoa 2 0.4 - 2.4 2,4
Total 6,087 -7,823.0 7,823.0
Percentage share in total  (20.85) (19.85) (19.85)
Grand Total (including China) 29,191 39,408.0 39,408.0

(a) For the industrial and other developed countries:

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

in proportion to the shares of these countries in their

respective subtotals of the excess of calculated over present quotas under the absolute approach (Col. D of Table 4 of

EB/CQuota/74/2) ;
(b} for the major oil exporting countries:

international reserves as of middle of 1974;
(c) for other developing countries:

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

in proportion to the shares of these countries in the total of their

in proportion to the shares 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).

3/ Member has not yet paid its last two installments of subscription.
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Quota Calculations Based on Table B of EB/CQuota/74/5

(50 Per Cent Overall Increase With 35 Per Cent

General Increase)

(In millions of SDRs)

~
V),

35 per cent
Present General Special Increases Totals .
Quota Increase Variant 11/ Variant 24/ N+ (D+(H M+ {23+ (4)
n (2) (3) (4) (5 Gy
A. Industrial Countries
United States 6,700 2,345.00 291.5 142.0 9,336.0 4,187.0
United Kingdom 2,800 980.00 28,5 - 3,808.0 3,780.0
Germany 1,600 56G.00 166.0 260.3 2,326.0 2,420.3
France 1,500 525.00 87.0 82.2 2,112.0 2,107.2
Japan 1,200 420.00 127.5 202.4 1,747.5 1,822.4
Canada 1,100 385.00 62.0 56.2 1,547.0 1,541.3
Italy 1,000 350.00 58.0 54.9 1,408.0 1,404.9
Netherlands 700 245.00 50.5 61.7 985.5 1,006,7
Belgium and Luxembourg 670 234.50 48.5 60.1 953.0 965.1
Sweden 325 113.75 30.0 4.6 4649.0 483.6
Austria 270 94,50 1z.0 5.8 376.5 369.8
bDenmark 260 91.00 14.0 11.6 365.0 362.6
Norway 240 84.00 10.0 4.1 __334.0 328.1
Total 18,365 25,776.0 25,776.0
Peregntage shave in total  (62.32) (58.87) (58.87)
8. Other Developed Countries
Australia 665 232.75 33.1 - 931.1 898.0
Spain 395 138.25 66.0 120.6 599.2 654.0?
South Africa 320 112.00 39.4 33.3 471.4 465. 5
Yugos lavia 207 72.45 25.2 20.3 304.6 300.0
New Zealand 202 70.70 2.0 - 274.7 272.5
Finland 150 66.50 - 27.9 40.4 284.4 297.0
Romania 190 66.50 13.8 - 270.3 256.5
Turkey 151 52.85 14.5 - 218.0 204.0
Greece 138 48.30 14.9 4.9 200.9 191.5
Ireland 121 42,35 12.5 1.5 175.8 165.0
Portugal 117 40,95 22.4 48,% 180.3 206.5
Iceland 23 8.05 2.2 - 33.2 31.0
Malta 16 5.60 1.0 - 225 a5
Total 2,735 3,9606.0 3,966.0
Percentage share in total (9.37) 6.05)} (9.08)
C. Major 0il Exporters
Venezuela 330 115.50 327.0 327.0 772.5 772.5
Indeonesia 260 s1.00 98.0 98.0 449.0 445.0
Iran 162 67.20 386.0 386.0 645.0 645.0
Nigeria 135 47.25 152.0 152.0 334.5 334.5
Saudi Arabia 134 46.90 503.0 503.0 684.0 684.0
Algeria 130 45.50 132.5 132.5 308.0 308.0
Irag 109 38.15 204.5 204.0 351.5 351.0
Kuwait 65 22.75 280.0 280.0 368.0 368.0
Ecuador 33 11.55 31.5 31.5 76.0 76.0
Libyan Arab Republic 24 8.40 212.5 212.5 245.0 245.0
Qatar 20 7.00 27.5 27.5 54.5 54.5
United Arab Emirates 115 5.25 30.0 30.0 50.0 50.0
Oman 7 2.45 13.0 13.0 22.5 22.5
Total 1,454 4,361.0 4,361.0m
Percentage share in total (4.88) (9.96) {9.98

For footnotes sec pagcc 14,
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Table 3 (continued). Quota Calculations Based on Table B of EB/CQuota/74/5
(50 Per Cent Overall Increase With 35 Per Cent
. General Increase)

(In millions of SDRs)

35 per cent
Present General Special Increases Totals
Quota Increase Variant 11 Variant 2<¢/ +(2) 1)+ (2)+(4
(1) (2 (3 (4) (s) (6)
D. Developing 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 73.1 573.7 572.6
Pakistan 235 82.25 - - 317.2 517.3
Egypt 188 65.80 10.0 - 263.8 253.8
Malaysia 186 65.10 22.8 6.6 273.6 257.7
Chile 158 55.30 33.7 34.8 247.0 . 248,10
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 18.5 9.3 199.4 190.2
Israel 130 45.50 45.5 64.4 221.0 239.9
Bangladesh y 125 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
Zalre 113 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 .4 117.5
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 ) 75 - 98.7 97.2
Uruguay 69 24.15 2.5 - 95.5 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 50 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
Dominican Republic 43 15.05 4.4 - 62.4 58.1
Tanzania 42 14.70 5.5 2.4 62.2 59.1
Uganda 40 14.00 5.5 2.8 59.5 56.8
Singapore 37 12.95 48.0 89.1 98.0 139.1
Bolivia 37 12.95 3.0 - 53.0 50.0
Afghanistan 37 12.95 -- - 50.0 50.0
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 - 49.1 47.3
Cameroon 35 12.25 4.4 1.7 51.06 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 36.5
Cyprus 26 9.10 5.2 5.0 40.3 40.1
Malagasy Republic 26 9.10 3.0 0.5 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 2.6 0.6 32.3 30.3
Bahamas 20 7.00 9.2 14.4 36.2 41.4
Guyana 20 7.00 - ) - 28.1 27.0
Haiti 19 6.65 0.7 i 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 page 14.
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Table 3 (concluded). Quota Calculations Based on Table B of EB/CQuota/74/5
{50 Per Cent Overazll Increase with .35 Per Cent
. General Increase)

(In millions of SDRs) £

35 per cent
Present General Special Increases Totals
Quota Increase Variant 11/ Variant 22/ (D+(23+(3) Y+ (2)+(4)
(1) B 3 ] (3} 4) 8) (6)
D. Developing Countries
{concluded)
Somalia 19 6.65 6.4 - 26.0 s 25.7:
Rwanda 19 6.85 1.1 - 26.7 25.7
Togo 15 5.25 1.8 0.6 22,6 20.9
Malawi 15 5.25 2.2 1.4 22,4 21.7
Gabon C1s 5.25 6.3 9,6 26.3 29.9
Mauritania 13 4.55 2.6 2.5 20.1 20.1
Dahomey 13 4,55 1.8 1.0 19,3 18.6
Congo, People's Republic of the 13 4.55 1.5 0.3 19.0 17.9
Chad 13 4,55 2.2 1.8 19.7 19.4
Central African Republic 13 4.55 1.5 2.3 19.0 17.9
Upper Volta 13 4.55 1.5 0.3 19.0 17.9
Niger o 13 4.55 1.8 1.0 19.5 18.6
Laos 13 4.55 0.3 - 18.0 17.6
Fiji 13 4.55 1.8 1.0 19.5 18.6
Barbados . 13 4.55 1.5 0.3 19.0 . 17.9
Nepa1>/ 14 4.90 3.3 4.1 2.2 20.9
Bahrain 10 3.50 3.0 3.9 16.5 17.4
Yemen Arab Republic 10 3.50 1.5 0.9 15.0 14.4
Lebanon 9 3.15° 13.3 25.7 25.9 37.9
Equatorial Guinea 8 2,80 -- - 10.8 11.8
Swaziland 8 2.80 3.3 5.0 14,1 1S.S</~&)
The Gambia 7 2.45 0.4 - 9.8 9.5
Lesotho 5 1.75 0.1 - 7.1 6.8
Botswana 5 1.75 2.6 4.2 9.3 11.0
Western Samoa 2 0.70 -- - 2.7 2.7
Total 6,087 9,131.0 9,131.0
Peregntage share in total  {20.85) (20.85) (20, 85)
Grand total (including
China) 29,191 43,786.0 43,786.0

1/ variant 1: The allocation of special increases under Variant 1 is based on

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

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

(¢) 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).

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

3/ Member has not yet paid its last two installments of subscription.

CO
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Table 4. Quota Calculations Based on Table C of EB/CQuota/74/5
(50 Per Cent Overall Increase with 35 Per Cent General Increase)

(In millions of SDRs)

(.

35 Per cent
Present general Special increases Totals
Member quota increase ariant 11/ ariant 22, M+ (D+(D)+4)
m (2) (3 4) (s) (6)
A. Industrial Countries
United States 6,700 2,345.00 434.6 242.0 9,479.6 9,287.0
United Kingdom 2,800 980.00 42.1 - 3,822.1 3,780.0
Germany 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 1,200 420.00 190.2 288.8 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
Belgium and
Luxembourg 670 234,50 72.6 87.7 977.1 992.7
Sweden 325 113.75 45,0 64.0 484.0 503.0
Austria 270 94,50 17.5 9.9 382.0 373.9
Denmark 260 91.00 20.7 17.8 371.1 368.5
Norway 240 84.00 15.0 7.4 339.0 331,4
Total 18,365 26,261.0 26.261.0
Percentage share in total (62.92)
B. Other Developed Countries
Australia 665 232,75 26.3 - 924.3 898.0
F Spain 395 138.25 52.6 103.5 585.9 637.0
! South Africa 320 112,00 31.4 23,1 463.4 455.0
{ Yugoslavia 207 72.45 20.1 13.7 299.5 293.0
| New Zealand 202 70.70 1.5 s 274.2 272.5
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 11.5 = 215.4 204.0
Greece 138 48.30 11.9 0.9 198.2 187.5
Ireland 121 42,35 9.9 - 173.3 163.5
Portugal 117 40.95 17.8 43.6 175.8 201.5
Iceland 23 8.05 1.8 e 32.8 31.0
Malta 16 5.60 1.0 £z 22.6 21.5
Total 2,745 3,911.0
Percentage share in total (9.37)
C. Major 0il Exporters
Venezuela 330 115.50 327.0 327.0 77.5 772.5
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 45.50 132.5 132.5 308.0 308.0
Iraq 109 38.15 204.0 204.0 351.0 351.0
Kuwait 65 22.75 280.0 280.0 368.0 368.0
Ecuador 33 11.55 31.5 31.5 76.0 76.0
Libyan Arab Republic 24 8.40 212.5 212.5 245.0 245.0
27.5 54.5 54.5
Qatar 20 7.00 27.5
United Arab Emirates 15 5.25 30.0 30.0 50.0 50.0
Oman 7 2.45 13.0 13.0 PR 2.5
Total 1,454 4,360.0 4,360.0
Percentage share in total 4.88) (9.96) (9.96)

~
-

For footnotes see page 17.




Table 4 (continued), Quota Calculations Based on Table C of EB/CQuota/74/5
(50 Per Cent Overall Increase with 35 Per Cent General Increase)

< 16 =

(In millions of SDRs)

35 Per cent
Present general Specigl increases Totals
Member quota increase WQ&E’—V“EFTZ_T D+(2)+(3 1)+ (2)+ (4
1) (2) 3 4) (s) (6)
D. Developing Countries

Indie 940 329.00 10.6 — 1,279.6 1,269.0
Brazil 440 154.00 88.7 137.5 6827 731.5
Argentina 440 154.00 25.4 -- 619.4 594.0
Mexico 370 129.50 3.8 36.4 539.3 535.9
Pakistan 235 82.25 - - 317.2 317.3
Egypt 188 65.80 5.3 - 259.1 253.8
Malaysia 186 65.10 12:2 0.1 263.2 251.2
Chile 158 55.30 17.9 17.7 2812 231.0
Colombia 157 54.95 9.5 - 221.5 212.0
Philippines 155 54,25 10.6 1.5 219.9 210.8
Thailand 134 46.90 9.9 2.8 190.8 183.7
Israel 130 45,50 24.2 36.1 199.7 211.6
Bangladesh 125 43,75 4.7 = 173.4 168.8
Peru 123 43,05 7.3 —5 173.4 166.1
Morocco 113 39,55 9.3 4.5 161.8 157.1
Zafre 113 39.55 14.0 15.3 166.5 167.9
Sri Lanka 98 34.50 -~ 59 132.5 132.5
Ghana 87 30.45 3.7 - 121.2 117.5
Korea 80 28.00 28.6 53.4 136.6 161.4
Zambia 76 26.60 23.1 41.4 125.7 144.,0
Sudan 72 25.20 0.8 - 98.0 07.2
Uruguly 69 24,15 1.4 = 96-6 93.2
Trinidad and Tobago 63 22.05 2.2 Do 87.2 85.1
Viet-Nam 62 21.70 6.3 5.3 90.0 oy
Burma 60 21.00 - S 81.0 i
Jamaica 53 18.55 4.7 3.0 76.2 _
Ivory Coast 52 18.20 4.7 31 74.9 75.3
Syrian Arab Republic 50 17.50 3.1 X 70.6 67.5
Kenya 48 16.80 4.9 4.2 69,7 69.0
Tunisia 48 16.80 3.3 0.6 68.1 2
Dominican Republic 43 15.05 2.4 - 60.5 58.1
Tanzania E 42 14.70 2.9 0. 59.6 57.3
Uganda 40 14.00 3.0 0.9  57.0 £4.5
Singapore 37 12.95 25.6 52.9 75.6 102.9
Bolivia 37 12.95 1.6 i 51.6 50,6
Afghanistan 37 12.95 — .- 50.0 50.0
Panama 36 12.60 701 10.9 55.7 59.5
Guatemala 36 12.60 3.7 3.2 52.3 51.8
El Salvador 35 12.25 1.0 - 48,2 47.3
Cameroon 35 12.25 2.4 0.3 4.7 47.6
Senegal 34 11.90 1.4 -- 47.3 45.9
C::tz Rica 32 11.20 3.0 gl 46.2 45.3

Yemen, People's
Dem. Rep. of 29 10.15 4.3 5.6 43.5 44.8
Liberia 29 10.15 0.6 = 39.8 39.2
Ethiopia 27 9.45. 1.8 0.1 38.3 36.6
Nicara 27 9.45 12 = 37.7 36.5
Cypmsm 26 9.10 2.8 2k 37.9 37.6
Malagasy Republic 26 9.10 16 il 36.7 35.1
Sierra Leone 25 8.75 0.4 £z 34.1 33.8
Khmer Republic 25 8.75 12 . 35.4 33.8
Honduras 25 8.75 2.0 35-: 34.6
Guinea 24 8.40 0.2 = 33, 32.4
Jordan 23 8.05 1.4 i 32-; 3.1
Mauritius 22 7.70 - i 29. 25.7
Mali 22 7.70 1.4" - 31.1 e

For footnotes see page]7
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Table 4 (concluded). Qubta Calculations Based on Table € of EB/CQuota/74/5
{50 Per Cent Overall Increase with 35 Per Cent General Increase)

(In millions of SDRs)

CD

35 Per cent
’ Present general Special increases Totals
Member quota increase Variant 11/ Variant 224/ (13+(2)+(3) (1)+(2)+(4)
1 @ (3) 4) (5} 6}
D. Developing Countries
{concluded)

Bahamas 20 7.00 4,9 8.3 31,9 35.3
Guyana 20 7.00 0.6 == 27.6 27.0
Haiti 19 6.65 0.4 - 26.0 25.7
Paraguay 19 6.65 0.8 - 26.5 25.7
Burundi 19 6.65 1.0 -- 26.6 25.7
Somalia 19 6.65 0.2 -- 25.6 25.7
Rwanda 19 '6.65 0.5 - 26.2 25.7
Togo 15 5.25 1.2 0.1 21.2 20.4
Malawi 15 5.25 1.2 0.5 21.5 20.8
Gabon 15 5.25 3.3 5.5 23.6 25.8
Mauritania 13 4,55 14 1.2 19.0 18.8
Dghomey 13 4,558 1.9 0.3 18.6 17.9
Congo, People's Rep. of the 13 4,55 0.8 -— 18.4 17.6
Chad : 13 4.55 1.2 0.8 18.5 18.4
Central African Republic 13 4.55 0.8 - 18.4 17.6
Upper Volta 13 4.55 0.8 - 18. 17.6
Niger 13 4.55 1.0 0.3 18.6 17.9
Laos 13 4,55 0.2 - 17.8 17.6
Fiji 13 4,55 1.0 0.3 18.6 17.9
Barbados 13 - 4,55 0.8 - 18.4 17.6
Nepa1¥/ 14 4.90 1.8 2.2 20.7 19.0
Bahrain 10 3.50 1.6 2.1 15.1 15.6
Yemen Arab Republic 10 3.50 0.8 0.3 14.3 13.8
Lebanon g 3.15 7.3 15.3 19.5 27.5
Equatorial Guinea 8 2,80 - - 10.8 10.8
Swaziland 8 2,80 1.8 2.9 12.6 13.7
Gambia, The 7 2,45 0.2 - 9.6 9.5
Lesotho S 1.75 0.2 - 7.0 6.8
Botswana 5 1.75 1.4 - 8.2 6.8
. Western Samoa 2 0.70 " -— 2.7 2.7
Total 6,087 8,704.0 8,704.0
Percentage ehare in total  (20.85) (18.87) (19,87}
Grand Total (including China) 29,181 43,784.0 43,784.0

l/ variant 1: The allocation of special increasés under Variant 1 is based cn

{a) for the industrial snd other developed countries:

in proportion to the sharss of these countries in their

respective subtotals of the excess of calculated over present quotas under the absolute approach (Col. D of Table 4
EB/CQuota/74/2) ;

(b) for the major oil exporting coumtries:

international reserves as of middle of 1974;
(c) for developing countries; in proportion to the sharves 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).

2

3

See text, Section 4, b and c.

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

in proportion to the shares of these countries in the total of their
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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

(In percentage of totals)

35 Per Cent Increase in Fund 50 Pexr Cent Increase in Fund
Present Table 1 ) Table 2 Table 3 Table 4
Member quota Variant 1T  Variant 2 Variant I Variant 2 Variant 1 Variant 2 Variant 1 variant 2
(1) 2 (3 4) (5) (6) N (8) (93
A. Industrial Countries
United States 22,95 21.23 20.84 21,57 21.06 21.32 20,98 21.65 21.21
United Kingdom $.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 5.50 5.78
France 5.14 - 4.81 4.80 4.82 4,90 4,82 4.81 4.92 4.91
Japan 4.11 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 0.85 .86 0.84 0.87 0.85
Denmark 0.8 0.83 0.582 0.85 0.84 0.83 0.83 0.85 0.84
Norway 0.82 . 0.76 0.74 0.77 0.75 .76 0.75 0.77 0,76
B, Other Developed Countries
Australia ‘ 2.28 2.12 2.03 2.10 2.03 2.13 2.05 2.11 2,05
Spain g 1.35 1.38 1.52 1.34 1.47 1.37 1.49 1.34 1.45
South Africa o 1.10 1.08 1.07 1.06 . 1.04 1.08 1.06 1.06 1.04
Yugos lavia 0.71 0.70 0.69 0.68 0.67 6.70 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
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 0,34 0.45 0.43
Ireland 0.41 0.40 0.38 0,39 0.37 0.40 0.38 0.40 .37
Portugal 0.40 0.42 0.48 0.40 0.47 0.41 0.47 0.40 0.486
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 0.05 0.05
€. Major 0il Exporters )
Venezuela 1.13 1.76 1.76 1.76 1.76 1.76 1.76 1.76 1.76
Indonesia 0,89 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 0.76 0.76 0.76 0.76 0.76 0.76 0.76 0.76
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 0.70 0.70 0.70
Iraq 0.37 0.80 0.80 0.80 (.80 0.80 0.80 0.80 0.80
Kuwait 0.22 0.84 0.84 0.84 0.384 0.384 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 G.13 0.12 0.12 0.12 0,12 0.12 0.12
United Arab Cmirates 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 0.05 0.05 0.05 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 2.80
Brazil 1.51 1.76 1.91 1.58 1.69 1,74 1.91 1.56 1.67
Argentina 1.51 1.46 1.39 1.41 1.35 1.46 1.37 1.41 1.36
Mexico 1.28 1.32 1.32 1.23 1.25 1.31 1.31 1.23 1.22
Pakistan 0.8 0.72 0.72 0.72 0.72 0.72 0.72 0.72 0.72
Egypt 0.64 0.60 0.57 0.89 0.57 0.60 0.58 0.59 0.58
Malaysia 0.64 0.62 0.60 0.60 0.58 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
Colombia 0.54 0.52 0.50 0.50 0.48 0.52 0,49 0.51 0.48
Philippines 0.53 0,52 0.50 0.50 0.48 0.52 0.50 0.50 0.48

(D
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Table 5 (continued). Percentage Shares of Members in the Totals of Potential (uotas Based on
Overall Increases in Size of Fund of 35 Per Cent and 50 Per Cent

(In_percentage of totals)

O

35 Per Cent Increase in Fund 50 Per Cent Increase in Fund
Present Table 1 Table 2 Table 3 Table 4
Member quota Variant 1 Variant 2 - Variant | Variant 2 Variant 1 Variant 2 Variant J Variant 2
(1 (2) (3 4 (5) (6) 9 (8) (9)
Developing Countries
{continued)
Thailand 0.46 0.46 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 0.55 0.46 (.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 0.39 0.39 0.38 0.37 0.36 0.39 0.37 0.37 0,36
Zafre 0,39 0.41 0.42 0.38 0,39 0.41 0.42 0.38 U.38
Sri Lanka 0,34 0.30 0.30 0.30 0.30 0.30 0.30 0.30 0.30
Ghana 0,30 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 0.36 0.37 0.46 0.31 v, 37
. Zambia 0.26 0.34 0.39 0.29 0,33 0.33 0.40 0,29 0.35
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 4,21
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 G.22 0.21 0.20
Burma 0.21 0.18 0.18 0.18 0.18 0,18 0.18 0..18 . 0.19
Jamaica 0.18 0.18 0.18 0,17 0,17 0.18 0.18 - 0,17 0.17
Ivory Coast 0.18  0.18 0.18 0.17 0.17 0.18 0.18 10.17 0.17
Syrian Arab Republic 0.17 0.17 0.16 0.16 0.15 0.17 0.16 ' 4 0.16 0.15
Kenya 0.16 0.17 0.17 0.16 0.16 0.17 (0,174 0.16 0.16
Tunisia 0.16 0.16 0.16 0.15 0.15 0.16 0.15 0.16 0.18
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 0.13 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 6.11 0.11 ’ 0,11
Cameroon 0,12 0.12 0.11 0.11 0,11 0.12 0.11 0.11 0.11
Senegal 0.12 0.11 0.10 0,11 3.10 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
Dem. 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 L 0.09
Lthiopia 0.09 0.09 0.09 0.08 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
Khmer Republic 0.09 0.08 0.08 0.08 0.08 0.08 0.08 0.08 0.08
Honduras 0.09 0.09 0.0 0.08 0.08 0.09 0.08 0.08 0.08
Guinea 0.08 0.07 0.0 0.07 | 0.07 .08 0.07 .08 0.07
Jordan 0.08 0.08 0.0 0.07 0.07 0.08 0.07 0.07 0.07
Mauritius 0.08 0.07 0.0 0.07 0.07 0.07 0.07 0.07 ) 0.07
Mali 0.08 0.07 0.0 0.07 0.07 0.07 0.07 0.07 | 0.07
Bahamas 0.07 0.09 8.0 0.07 0.08 0.08 0.09 0.07 0.08
Guyana 0.07 0.06 . 0.0 0.06 0.06 0.06 0.06 0.06 0.06
Haiti "0.07 0.06 0.0 0.06 0.06 0.06 0.06 0.06 0.06
Paraguay 0.07 0.06 0.0 0.06 0.06 0.06 0.06 0.06 0.06
Burundi 0.07 ‘ 0.06 0.0 0.06 0.06 0.06 0.06 0.06 0.06

)
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Table 5 {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 m
{In percentage of totals) \_)
35 Per Cent Increase in Fund 50 Per Cent Increase in Fund
Present Table 1 Table o "— Table 3 Table 4 o
Member quota Variant 1 Variant 2 Variant 1 Veriant 2 Variant 1 vVariant 2 Variant 1 variant 2
(n (2) (3 (4} (5) (6) (7 (8) (9)
D. Developing Countries
{concluded)
Somalia 0.07 0.06 0.06 0.06 0.06 0.06 0.06 0.06 4.06
Rwanda 0.07 0.06 0.06 0.06 0.06 0.06 0.06 .06 0.06
Togo 0.05 0.05 0.05 0.05 0.05 0.05 0.05 0.05 0.05
Malawi 0.05 0.05 0.05 0.05 0.05 0.05 0.05 0.05 0.05
Gabon 0.05 0.06 0.57 0.03 0.06 0,06 0,07 0,05 0.06
Mauritania 0.04 0.05 0.05 0.04 0.05 0.05 0.05 0.04 0.04
Dahomey 0.04 0.04 0.04 0.04 0.04 0.04 .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 .04
Central African Republic 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 Q.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 i 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04
Nepal 0.04 0.05 0.05 0.04 0.04 0.05 0.05 0.04 0.04
Bahrain 0.03 0.04 0.04 0.04 0.04 0.04 0.04 0.03 U.u4
Yemen Arab Republic 0.03 0.03 0.03 0.03 0.03 0.03 0.03 0.03 0.03
Lebanon 0.03 0.06 0.08 0.05 0.07 0.06 0.08 0.04 0.06
Equatorial Guinea .03 0.03 0.02 0.02 0.02 0.03 0.03 0.03 0,02t
Swaziland 0.03 0.03 0.04 0.03 0.03 0.03 0.04 0.03 0.03
Gambia, The 0.02 0.02 0.02 0.02 0.02 0.02 0.02 0.02 0.02
Lesotho 0.02 .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 0.062
Western Samoa 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01

D
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2 In his statement! of November 1& 19?4 on amendment of the Articles~
of Agreement (Buff ‘74/136), the Managing Director. suggested that, ‘prior to
the ‘first -meeting of the Interim Committee the Executive Directors might’
wish to study closely, inter alia, the need for amenameﬁt in. connection
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 - ‘thes:staff "submit a memorandum dealing fully with this
subject. The. Executive Directors welcomed thls proposal and several
among them requested that the staff memorandum also discuss the possi-
bility of attempting to arrange for a quota increase under the present
Articles. This memorandum, therefore, outlines the main issues commected
with“the’ payment of"the gold portioniof dncreases in quotas both under
the present Articles and under amended Articlee.,a Yot ey

The actual size and distribution of quota increases will be relevant
to the method of handling subscription payments. Precise proposals as to

" the method or comblnatlon of-methods;: to be employed for.these payments

might best wait until-the ‘size'of.  the increase and, its. distribution among
members are more clearly delineated and .until the nature of. any amendments
and their probable timing’ are ‘better known. - In this memorandum, and

purely ‘to' ‘i1lustrate the overall magnitudes involved, it is assumed that

the gold portion' of increased subscription payments. would be of the order

of SDR 2.6 to 4.4 billion. These figures are derived from overall increases

-of- about-35-60 per cent_over the present size of the Fund of SDR 29.2 billion.

These’ percentages lie™in ‘the middle of the renge/of overall- 1ncreases o
discussed so far in''the-Committee ‘of the Whole.=" S I

GRS o T

. 1/ The gold portion would be about: SDR 300 million for each 4 per cent

It .
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The main issue with gold payments arises from the obvious fact that
members are unwilling torelinguish 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 holdings or an understanding on the future role of gold
in the international payments mechanism, however desirable this might be
for other reasons. This memorandum assumes that the present unwilling-
ness to use gold will persist;, although 'if new provisions on gold could
be agreed for incorporation into an amendment, the ?nclusions reached
on quota payments may well need to be reconsidered.t

Section II of this-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 increased quota subscriptions and that
the Fund would be empowered to allow, at its discretion and in circum~
stances as yet to be defined, some or all members to use the currency
of a creditor member’, or ‘their.qun currency;, for all or some of the gold
portion of the quota~1ncrease. Other techniques that would require
amendments are also discussed briefly in Section . IV. The final Section
summarizes the main conclusions of the paper..;

T'II. Quota Payments under the Pnesent Articles
R : of Agreement :

1. Past Practices -

In céniection: with past general quota. reviews, the Fund adopted
certain procedures to mitigate:the effects-of. gold payments both_on
_members with low reserves and on reserve centers gold holdings.' Five
itechniques were used“' ;

(i) The reduction: of the gold payment con51stent with Article III
Section 4(a), in the proportion:by which a member's monetary reserves
were less than its mew .quota, thus in effect allowing these members to,
substitute their own currency for gold. .The quantitative role of this )
instrument was insignificant because it applied only to a relatively
small" number of members and to the proportion by which a, member s_:

1/ The main-issues.relating to the future arrangements for gold are. .
listed for discussion in a separate staff memorandum (EBS/74/416, .
November 15, 1974). ST

-2/ A first version of a possible amendment on quota subscriptions is
contained in DAA/74/3 dated July 16, 1974. Fxecutivé Directors 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, correspond with
the final form of an amendment.

J
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monetary reserves were- below- 1ts ‘new quota.ll “For this reason; whilel it?
cotuld’be used again forsome members, it-could-nét: provide any general
solution. et

(ii) “The alleviation: of'éhe effect of gold' subscriptions:on members
with low reserves by means of a special unconditional drawing facility
undér which these members  could purchase the currency’needed to’ buy:.gold
for quota payments from'other membérs. While this measure:did not- reduce
the amount of gold paid to:the Fund, it had' the” effect of allowing these’
members (at least 1nitially) to finance. the .gold portion of -their quota "
increases w1th their own currency, without reducing their "access:to the

'} regular credit tranches. Theee special drawings also had the result of

st 7, e RN R ST R T
o R i

(iil) The mitigation 'of the' impact of gold payments ‘on’ the gold oon
holdings of members by the Fund selling some of its: gold back to members
with’ et creditor p031tions to the extent that*they sold gold to. members-

_needing 1t for’ quota payments, thus indirectly accepting treditor: curren-

cles; in payment of quota increases insStead of gold. ‘As- indicated,” to:.
some extent thls technique ‘was" used in conjunction with: '(i1), above. The
legal basis for ‘this mitigatlon technique through 'gold ‘sales’ was the.
replenishment of- currencies ‘under Article VII; Section 2(ii). Of all
technlques used it has been quantitatively the’ most important;*nevercheless,
the net rémission of" gold ‘has" not on average exceeded one-fifth of: the: "
gold portion of past quota increases.~“"~" L LR AL

=]

(iv)f”The mitigation of the’ ‘impact’ of a quota increase ‘on the gold

&fholdings of reserve centers by the Fund placing some ‘gold in“thé form ‘of
‘a general deposit with the reserve centers, repayable on' ‘demand , ‘thus in

effect accepting gold claims in’ place ‘of ‘some ‘part’ of the gold portionJ
of the quota increase. ' This was a highly E?ntroversial method of mitigation,
which was used*only once and not repeated Since it creates a- claim by the

} ‘,‘ . ‘, v

l/ On the one occasion when it was applied, the reduction of gold payments
was equal to’ SDR 31.8 million, or 12 per cent of the quota increases of the
members to which it applied.‘* i
2 The technique was not based ‘on a specific provision of the Articles
but on én interpretation by ‘the "Executive Directors of the. ‘provisions.on
‘the. form of peyments and ‘the purposes of the Fund.” This partly explains

i “why under the First “Amendment a ‘qualified majority of "85 per :cent of total

voting power ‘was introduced in” Article ‘ITTI i Section 4(c) for.any "decisions
dealing with' therpayment or’ maﬂe with ‘the ‘sole purpose.of mitigating :the
effects of the payment of increases 1n quotas proposed ‘s at result of ‘an
general ‘review of quotas. 7 - : T B I A Y
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Fund to future transfers .of gold it would no doubt raise.the same kind
of issues that present transfers of gold would create and is not pursued
below.

= V) The,payment of increase by installments,ksee,Appendix).

lThe-possibility offalleviating gold,payments_in the present,situa-";
tion are examined in the.remainder of this Section.:

2. _Large-scale replenishment of creditor currenc1es .

If. gold received by the Fund were to be immediately returned to
members through- replenishment operations, such sales normally ﬁould have to be
confined to members whose currencies are held. below 75 per cent of guota
and be limited to amounts that would not raise the Fund s holdings above
that level. The technique would be as follows: on the same value date,’
a creditor member would sell gold to another member against foreign
exchange, that other: member would pay. the gold to the Fund and the Fund.
would replenish its holdlngs of the creditor member 's currency by gold.
The gold transfers could all be made at the official price. While the
gold. holdings of the creditor members would remain, unchanged their super
gold tranche positions would decline and their foreign exchange holdings
(presumably U.S. dollars) would rise. if the creditor member was a {:}
. .reserve center, these operations might mean a reduction ? its official

11abilit1es matched by .a reduction in its Fund position. . In the past,.

creditor members have often resisted reductions .in their creditor
positions, and recently an Executive Director suggested that a creditor-
should have a veto over reductions in connection with subscription
payments. Thus, to make large-scale replenishment possible would require
a willingness on the part of creditor members both to accept these changes
in the composition. of . their reserves and also to cooperate fully with the
. Fund in what would be a large number of complex operations. Moreover, -
since.the intention would be. to eliminate completely the receipt of gold
this method might also be open to the. .objection that it might be incon-
sistent with the intent of the existing Articles. ‘

Furthermore, ‘a, serious practical obstacle to a general mitigation

... operation with gold is the fact that, at the present time, super gold

tranche positions in.the aggregate are just a little over SDR 2 billion;
the maximum aggregate-of. quota increases. which ‘could be handled would
thus, prima facie, be about SDR 8 billion, or. about 27 per cent over the

. present size of .of the Fund. Such an absorption of all net creditor
positions would entail very. difficult consequences for members indebted to
the Fund: they could no: longer count on being able to repurchase with
currencies but might be forced to use SDRs (or even gold) to fulfill.

their repurchase commitments. Outstanding purchases have exceeded the
amount of aggregate net creditor positions to a greater or. lesser degree

1/ If payment to the reserve center were made from de“osits in “thes T {iB
Euro-cuc=zuncy market, the reserve center's official liabilities would
not be reduced.
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for many years mainly as a result of prev1ous replenishment transactions
with gold no /fully compensated ‘for by a flow of gold to the’ Fund in

repurchases..' This imbalance has, however, so far been only a potential
source of difficulty since outstanding drawings tended ‘to rise over time

:and reductlons in outstanding drawings, such as those that’ occurred in

197l~72 ‘were only temporary. Nevertheleqs, as a safeguard it ‘would
not be advisable to ‘reduce net cr aditor’ positions through replenishment
to a level much below SDR 1 billion._ Thus, with such a limitation, .
aggregate quota increases could not go much beyond SDR 4 or 5 billion,
or 14-17 per cent over the present level at the present time unless net

' creditor positions were to be greatly enlarged before subscription

payments were made. o

3. Replenishment Accompanied by the Expansion of
Creditor Positions

If creditor positions were to. ‘be expanded, either as ‘a result of

, the expansion of purchases that would be expected to. follow a general

quota’ increase or deliberately in order to create additional room for

) the replenishment ‘operations described above, creditor members might be’

more willing to cooperate in these operations. The follow1ng techniques
might be envisaged.

(1) One approach might be to authorize an overall increase of the
Fund's quotas commensurate with the. needs ‘of the next quinquennium but

. .arrange for all members to .take up their ‘authorized _quota in uniform
" ‘proportionate installménts as and when rising purchases on the Fund would

have led to enlarged net creditor positions, whic¢h would open up 1eeway
for further mitigation operations by replenishment. For example, a
first installment of 15 per cent could be arranged at once, with the

temainder - following in several smaller steps after review-by the Execu—

tive Directors, say, each’ half—year thereafter, provided that net
creditor positions had increased by, say, SDR 500 million since the
previous installment. This procedure would, of course, be inferior to’
a once-and~for~all increase: it would stagger increases ‘for members

. that need to use the Fund's resources; it would prolong thé administra-
“tive and operational difficulties: and it would fail to achieve some of
‘the major advantages of a definite and substantial effective quota
ﬁincrease.pq

(1i) Another approach would be’ to adopt a 31m11ar technique as in

“the past and permit members to draw on the Fund in’ connection with' their

gold subscriptions provided they had a balance of payments need to do so.
The mechanics of such an operation could be as follows. on the ‘same day
and for the same SDR equivalents, such a member would drav a net creditor
currency from the Fund, use this currency to purchase gold from the

1/ At the end of October 1974, outstanding balances (other than under
the 0il 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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issuer of that currency, and pay the gold to the Fund, while the Fund E:}
‘would replenish the same creditor currency with the gold received. "As

a result of all these transactions the Fund position and the gold -

purchasing member would, 1n practice, be increasing its quota by paying

the gold portion with its own _currency, and it could complete the. circle

by’ repurchasing its purchase ‘with SDRs, either at once, or at a 1ater U
stage, consistent’ with the Fund's policy for repurchases. ‘Members

drawing on their gold . tranche positions would have to meet the require-

ment of need, although the Fund could not challenge their representetion. /
But the legal requirement of conditionality applying in the credit tranches™
may make it difficult or undesirable for debtor members to use this'
technique. It may, however, be estimated that mitigation operations ‘of

the order of about SDR 1 billion could be conducted by members with

gold tranche positions. '

. (iii) Other ways to enlarge net creditor positions could be
envisaged in connection with the 0il Facility. 'One method would ‘be to
use the Fund s currency holdings to finance at least part of ‘any facility
agreed for 1975; another ‘method would be to transform a considerable -
part of existing loan claims on’ the Fund, created under the 0il Facility,
into super ‘gold tranche positions.  This could be done by using the
currency holdings of the Fund to repay outstanding claims on the Fund. -

In the first place this technique could be applied to finance quota

increases of the’ major oil exporters, Canada9 and the other members {
that presently lénd under the facility, although other creditor

currenciés could also be involved.~ It might however, require a change

'”in the existing rate of remuneration.

1/ Conditionality of credit tranche purchases. became a legal requirement
pursuant to prov1sions of the First Amendment to the Articles of Agreement,
in particular by the’ addition of " ‘a new Article V,’ Section 3(c)

2/ A conversion of loan claims on the Fund into super gold tranche ‘
positions could be’ arranged under existing loan agreements as follows.

The Fund would allow members’ to make purchases under the same conditions
as exist for the’ original purchases under the 0il Facility. These
purchases would be financed from the Fund's' holdings of lenders' curren-
cies. The proceeds would be used immediately to repurchase the original
0il Facillty, the Fund would, upon this repurchase, be entitled to repay
the lenders. Of course, the- cooperation 6f each’ lending member would be
frequired to achieve this conversion of 1oan claims and to arrange the
related mitigation'operations in gold. This cooperation would be ;
similar to that required from other net creditor members under any
scheme of mitigation by the sale of gold..
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;replenish its holdings of usable currencies.~
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4, General Conclusions on Arrangements.under Present Articlesw ‘

. It is evident that the arrangements discussed in. this. Section
suffer from substantial defects. They are all’ intended to achieve the

Aicomplete abandonment of gold payments for quota increeses and the substi~
““tution for gold- of creditor currencies members own currencies,tand

possibly (by subsequent repurchases) of 'SDRs, hey would entail
considerable, and _perhaps. unmanageable, operational complexity,. and

g‘they would require very detailed discussion and negotiation. The time

and” effort tevoted to establishing suth arrangements could more prof1t~
ably ‘be” emplov zd in seeking a conserisus on a set of amendments, under
which a quota increase could be arranged in accordance with the -

amended Articles, and from which much wider benefits,could be derived.

P TS A S A T

" :..“IIT. The-Use'of ;SDRe in:Quota-Payments . =~ = "~ ¢ 1"
Under Amended Articles

1. Genéral Comsideraticns -+ ..i7 hil wibs . owonnl 20NCE

This Section discusses the use of SDRs to make quota payments, which
is not, of course, possible ufider“the existing Articlés. - The main aim'of
the amendment proposed in DAA/74/3 is to allow:members,-at: ‘their -option,
to substitute SDRs for gold; it is also envisaged that the Fund would be

;gempowared to ‘accepty at.:lts option;’currencies of “other: members, ior the

member:’s own currency, in- circumstances and ‘under: conditions ‘whieh -
remain .as yet to be defined. " It should be noted ‘that 'the férm-6f- the
proposed:amendment ‘establishes:a presumption -in #avor of the:use of 'SDRs
and accords ‘the use of ‘currencies ‘a somewhat secondary role. - This e
implied preference for the use of “SDRs rather. than currencies is"
discussed ‘in:more detail in Section IV, paragraph 3, below. At this'?“
point,; it-is sufficient to-draw atteéntion to two' aspects .6f- SDR use

in quota payments::the’ability to useé SDRs -will -assist in“proémoting::

the status and usefulness of the asset, and the Fund will receiVe an
asset -with which, subjéct:'to ‘members' accept nce limits, it can

Nevertheless, the use’ of SDRs in . subscrlption payments does give :
rise to .a series of 1gsues that'are:each .discussed:in more detail An -
the remaining paragraphs of thlS Section. These are" B “

PR
s S Sl . R Y

L

(i) A considerable number of members (1nclud1ng*the nine ‘nmon~ "
participants) do not hold sufficient SDRs to'pay ‘the 'gold' portions ="

1/ SDRsumay also by agreement with the purchesing member be ‘transferred
directly in: purchases.a This :is isimilar to replenishment, but the- bBRs
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 members 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) Under the present reconstitution prov1sions, of those parti—
cipants holding sufficient SDRs to pay the increase many ‘would increase,
pro tanto, their- existing needs to reconstitute and many more participants
would join the list of those with a reconstitution need.

(1i1)° Action ‘would , be necessary on the part of ‘the present non—parti-
cipants to enable them to accept, hold, and use SDRs.. This would .be of
particular importance to certa1n major oil~exporters who are not. yet
partlcipants. ' . o

(iv) The, full payment with 'SDRs “of - 25 per cent 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) The Fund s income would increase substantially, at least
initially. '

l4.v Acquisitlon of SDRs by Members Requiring
them for Quota Payments :

(1) The only way for a participant to ‘obtain SDRs without Teceiving
them from another participant or from the General Account is by way of
an allocation. ‘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 .does not preclude the possibi-
lity that by the timé the quota increase is to be paid (which might be
as much as 18 months away) there might ‘be the necessary support for ‘a’
new allocation. However, in view of the uncertainties involved, it °
obviously remains necessary to explore other techniques.”

(ii) There is no .lack of techniques available 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 other participants would, of course,
have to rely on the willingness of the users to relinquish SDRs volun-
tarily. Transfers of SDRs from the General Account, using the methods
explained below, would provide more assured means for participants to
receive SDRs needed for quota payments. e , ; , N

(a) If a participant so wished, and had a balance of payments
~ need, it could use SDRs to buy back any balances of its own currency.
held by other participants that wished to ‘receive SDRs to make quota
payments. S _

()
I\,
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(b) Under Article XXV, Section 2(b)(1i) 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. 1In other words, a participant with
an excess holding of SDRs could, by agreement, transfer that excess
holding to another participant, provided that the SDR holdings of the
latter were not thereby raised above the level of its allocation.

This method of tramsfer cou 9 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 (i) 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 8DRs. 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 (Bangladesh, Bahamas, Bahrain, China and
any non-participants that became participants) could not, by definition,
engage in these transactions.
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to meet their quota ?eyments would be in- “the range of about SDR 350 million
to SDR 650 million.~ If reconstitution had not’ beeu abrogated and if it
were assumed that no participant s SDR holdinge Wwould be reduced below ‘
30 per cent of its allocation, or would not be reduced farther if already
below 30 per cent, these amounts would rise to a range “of about SDR 600
to SDR 1,200 million. Thus, if the overall quota increasé was in the .
upper part of the assumed range, and reconstitution hzd not been abrogated.
fairly extensive transfers from the General Account might become necessary.
However, even on thé assumption ‘that the larger amount ‘would have to be o
acquired exclusively from the General Account against the receipt of
creditor currencies, the inflow of these currencies would be likely to
remaln within manageable limits and give rise to a lesser prog}em than
the mitigation arrangements outlined in the previous’ Section. Creditor
members would still have to’ relinquish a substantial part of their net’
creditor positions in the General Account. It would be possible to some
extent to delay this effect, ‘and perhaps reduce its quantitative impact
completely, if members were able to make gold tranche purchases of SDRs.
This would mean, in. effect, ‘temporary. ‘payment in their own currencles
and later. repurchase either with credxtor currencies ot witn subsequent
increases in’ their SDR holdings. ‘

If reconstitution were abrogated, the possible inflow of creditor '
currencies arising from a quota increase would be substantially reduced.
It should, however, be borne in miad that at prasent the reconstitution.
procedures are the only means by nhich -3 partiﬂipant can "be iu a rosition
where it 13 enti: 1ed to cbtatn SDRs.

6.{ Non-Participants

Participants that have not_ received an allocat*ovx9 and non-partici-
pants, have no. assurance or entitlement tc obtein 'SIRs from other :

i

1/ Based on holdings at end-October. As menssoned above, the quota
increases assume that the share oil-exporting countries in total quotas
is doubled. These estimates are thus rather eough approximations as to
the transfers that might be necessary: better estimates will presumably
be possible as discussion of the quota increase proceeds.

2/ The mechanism of such transfers of SDRs against the receipt of-
creditor currencies would be either the reconstitution procedures, which
would mean that members would first make their quota payments and subse-
quently. get SDRs- back ‘from the General Account against creditor currency,
or the replenishment of the Fund's holdings of the curreucy of a creditor
member that had sold SDRs to a partlcipant neading them for a quota
payment. In these operations the actual size cf the Fund's ‘SDR holdings
would not be a limiting factor since drawings and quotd payments could
take place on the same day.

)
U
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participants or from the General: Account.ll One: or two:of the countries
of -the first group might be in a position to obtain SDRs' from the Fund
inva 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

‘legally able to accept, hold, and use SDRs. The procedure to become. . .

an 'other holder' is complicated, while becoming a participant is
relatively simple. 1If 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 thsre is no obligation to accept SDRs)
and.only. to the extent that the Fund .and.other participants were: .. :i:a
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 currency:first and thus:established a super gold
tranche position. Finally, they might be able to obtain SDRs from other
participants in transactions by agreement, s ; ,

Sl oo
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7. The Concentration of SDRs in the General Account

sl i s s an
Y K i

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 :in .the General
Account and a corresponding reduction of the role of SDRs.in members' .-
reserves, . In total, SDRs would be only about 4. pér-cent of total: ..
reserves and theilr 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 1mbalances.

The distribution of SDR holdings among participants could, of :
course, be improved in various ways. Some Executive Directors have
suggested that:, by amendment, a procedure for 'reverse designation'
could be established, so that participants with relatively high holdings
would be called upon to transfer SDRs.to participants with low holdings.
One objection to this procedure might be that it would involve partic1-
pants in a new form of .conversion obligatlon.: Moreover, reverse -

RN P L. L aan e ey T e . S e S .
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1/ At end-September 1974 there were nine Fund ‘members that were not
partlcipants in the Specilal Drawing Account. They were: Ethiopia,
~Kuwailt, Lebanon, Libyan Arab Republic, Portugal Qatar, Saudi Arabia, -
Singapore, and the United Arab Emirates. Participants without alloca-
tions are Bangladesh Bahamas, Bahrain China and Romanla._ e

. . e ot
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designation 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 vays to alleviate it, are discussed further in
Section IV.A i SHD L T wee baB L0l s nn 3 SLos Uhiuie
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8. The Impact on the Fund's Income o
NPT Ll A SOt D A S
:The rise in the Fund s income as a result of large-scale SDR : -t~

subscriptions would, at least initially, be very substantial: at 5 per

cent interest, SDR 2 to ? billion would produce additional gross income
of SDR: 100-150 milllon.,ﬁ. In the first instance, the new income would

eliminate present deficits and it might also allow consideration of a °

unification of the rate of remuneration. Should a‘surplus develop, a -

-distribution 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 S5DRs for a gold tranche by quota
payments in SDRs might more readily purchase the gold tranche than in
the past, since in various respects--interest rate, repurchase provi- ~
sions and the requirement of use prior to credit tranche use~-~the /
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,.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. ST 5 RN
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“5T- Other Techniques for Subscription Payments ?';;;“:”
Under Amended Articles ALt 5

Fooot L T ot G0 B
1. Introduction o

18 ;;.;’,11 ir IRECRTES

The discussion in the previous Section shows that the problems o
;involved in making subscription payments in 8SDRs would not be unmanege—,
‘able. " The abrogation of reconstitution, or further allocation in due °
course, would help to alleviate some of these problems. . Nevertheless,
if there were no further allocation, the distribution of SDRs ‘as between
participants and the General Account would be highly unbalanced and the
1mportance of SDRs in participants reserves much reduced for this -

.......
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1/ This 1s 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 creditor 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

known. Even then much will depend on the changing distribution of members'

positions.

2/ In the past there has been some evidence that members that have
established basic gold tranche positions with foreign exchange (on which
they earned interest) have been more ready to draw the gold tranche.

CO
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reason, paragraph 2, below, outlines the possible establishment of .an.
'SDR Subscription Account', that is,. a 1imited form of., Substitution
Account that would issue, SDRs for -quota payments against the surrender
of foreign exchange from members reserves.”?_ P : B

The amendment that has thus.far been put forward also foresees _
the possibility of, the direct use of. creditor currencies and members -
own currencies in‘subscription payments'- This ‘raises., the obv1ous )
question as to why the Fund should notvdirectly receive these creditor
currencies in accordance with the amendment proposed rather than o
indirectly by transfers of SDRs to participants, this leads on to, the. .
questions of, why there should be., a 'gold’.. portion at. all,uand why the
Fund should be willing to. receiveicreditor currencies but not..a. member s

. own. currency in subscription payments... These issues are- discussed An,
'“paragraphs 3. and 4. of this Section._t,} .

2. An SDR Subscription Accounta

The purpose of an SDR Subscription Account would be to enable’
members. to pay. thelr subscriptions. by- obtaining. newly-issued "SDRs; from
the Account against payment of currency held in their reserves. The
maximum size of such an Account would initially be 25 per cent of any
env1saged.; Such an Account would not of course,,increase the total
of 1nternational reseres since reserve currency holdings. would be...
surrendered for SDRs‘ 4 While the General Account would obtain a;

pondingly 1arge reduction in participants SDR holdings.ﬁ It is not
proposed at this stage to. discuss\the detailed .working of an SDR LA i»
Subscription Account created for this limited - purpose: - Annex 7 of the.
Outline of Reform provides a. general description of how a. Substitution
Account might operate. The,. establishment of .any- form of substitution
account, would of .course,. raise‘many difficult 1ssues, most of which
have been discussed in extenso in connection w1th the Reform.: An SDR
Subscription Account, however, would have a much more limited purpose

-+than the Substitution Account ;envisaged.in the . Reform.discussionsg, and
its maximum size would be. determined by quota; increases. ..The, possibility

of establishing a limited SDR Subscription Account underlines the: -
desirability ‘of including 4n.: the.amended Articles a general authority 5
to make substitution possible e C e : Wiy o P

3. ?Comparison of the Use of DRs, Creditor Currencies,m
,~and Members Own CurrencieSv

j S ,( : [EEUATE R

'FThe amendment proposed by the staff to enable SDRs creditor .
currenc1es, ‘or members .own,, currencies to be used.; ;to: pay the "gold" T

l/ 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" portion
‘as the ‘norm; it créates 'a presumption in favor ‘of gold and 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’ own currencies, in that ‘order; ‘as secondary
means of payment. - The proposed draft amendment’ thus implicitly
continues two aspects of the traditional' approach that a primary '
reserve’ asset. that members can be’ legally obliged ‘to receive from -
the Fund in exchange for their currency is- superior from the p01nt B
of view of the liquidity of the General Account "and ‘that an increase
in quota should have an element of a contribution by the ‘meniber for~
" its’ increased ability to use the Fund's resources. ~In view of the
problems of ‘the: toncentration of SDRs ‘and ‘the drawbacks of subscriptions
in net creditor currencies, the question arises’ whether on a uniform -
basis for all members, the payment in members'’ own currencies should -
not, on this occasion, be raised beyond the level of:75 per cent of
the payment for quota increases.
The follow1ng comparisons can’ be made between the payment of
different assets. »1 S o
(a) “Use of SDRs would most probably, maximizé both the’ liquidity
benefits for the: General Account and also the contribution element by.
members, although’ some membérs may feel that'a“ ‘contribution of foreign
exchange from® their reserves represents a greater contribution than a =
use of SDRs; at least-at present interest’ rates and‘on the’ assumption :
that the capital value of the SDR will not differ- greatly from- that
of reserve currency. However, “the" liquidity advantage of SDRs is’
subject to participants': acceptance 1imits and’ although on average ‘and
over t1me they will bé superior in this respect,-at-a. particular time
this may not be so. For example major surplus countries may’ not be
participants; or have not received allocations, and thus have no R

acceptance limits at- all. e AP '“'v

(b)Y Use of creditors currencies will ‘as mentioned above,’ generally
be inferior'from the point of view of the Fund's 11qu1d1ty, and the
contribution element will ‘really depend on a ‘member's assessment of’ the
attractiveness of SDRs. But, of course, the principal problems with
the use of creditor currencies are the change‘in the composition of
creditors' assets and the reduction of the scope for repurchases in
currencies. It:is concluded that -any’ ditect use of - ‘net creditor
currency in subscription payments should be:on- a‘small scale; ‘perhaps
not exceeding the extent to which it would otherwise be necessary to
supply SDRs from the Gemeral Account, agaiist ‘these currencies, to _
partiéipants needing- them for subscription- payments.- R g

CO
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= (c). Use of members' own.currencies would not .be as beneficial for
the Fund's liquidity as SDRs or-creditor currencies, although it should
be noted that payment in members' own currency would not. increase the ‘
total of existing gold:tranche positions, which represent the most .
irmediate claims on the; Fund. -Moreover, from the point of view of . -
the usability of a creditor currency it is immateriel for the Fund
whsther it is received from its issuer or from another member. The
cortribution element would be. eliminated. until the currency was sold,
or repurchased, in the gold tranche.

4.  Combination of Assets }l ;B'HJ:TS _;:;;433H e

r

The above discussion suggests that SDRs should normally be the
means of payment. of ‘the "gold"” portion. Since there is no difference
from the point of view of..the Fund's 1iquidity in. receiv1ng a creditor .
currency from its issuer .or from another member it might avoid many of
the ‘problems. involved with full : payment in SDRs or. with the use, of
creditor currencies, if on this occasion, and Without prejudice to .
decisions in connection with future reviews, the proportion of the whole.
increase to be paid in members' own currencies were raised and the SDR .}
proportion . reduced_p__ tanto below 25 per cent, leaving creditor .
currencies to be used only in cases where problems existed in obtaining
SDRs. . It.should be noted, however, that a large number of members would.

incur. a need to repurchase (sooner or 1ater) .down to. 75 per. cent. of quota,

so .the difficulties snvolved with creditor currencies would not be

resolved . altogether.{ e e
Tt would be poscible ‘under amended Articles to apply special

repurchase policiee to currency holdings above 75 per cent of quota

that arose from subscription payments. A membgy might not be required

to repufcbsse this portion of holdings at all'- and the Fund could

pursue a more active nolicy of .selling a currency held above 75 per

cent of quota,. prov1ding the balance of . payments and reserve position

of the member was urficiently strong. Alternatively, and perhaps o

preferaoly, menbers might be obliged to repurchase this portion in SDRs

following a furt her allocation, although it would always be possible to

make exempticns for members with reserves below a certain 1evel in B

relation to quota. o

1/ Rspurcha as would arise as follows with a quota of 100 and Fund
holdings at 75, a member doubles its quota by paying-—say——loo in its
own currency. It keeps (in absolute amount) its 25 gold tranche '

"position: but the Fund's holdings are 175 and it has to repurchase down

to 150 (as 75% of the new quota).. In.effect, its 'contribution', which
alone. estzblishes a claim on the Fund,-has been delayed until the
repurchase.. In this example. the repurchase would involve the full 25
per -cent of the increase. .. . .
2/ This would require a: change in the draft provisions put forward in.

DAA/74/2 Suppliement 2 on repurchases.::_ﬁ
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“"In the light of - the'foregoing, it might be envisdged that on this
occasion, on a’ uniform basis for all members with the possible exception
of members with low* reserves, about 85 or”90 per cent of - the- quota
increase, instead of the" traditional’ 75 per cent "be paid in members o
own currencies and thear maining 15 or 10 per cent in SBRs. el el

. . . -
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VY Summary and,Conclusions

1. Under the existing Articles the total of Fund quotas could not be
raised by the amounts discussed to date without giving: ‘rige to. very
difficult, and time-consuming, problems of principle and procedure. The
problems of principle would be that -any: device for” complete remission

of the gold portion of ‘quota increases: may appear to’ be, inconsistent with
the: Articles. “Any arrangements for remission would.-be’ operationally very
complex, and in’ particular ‘raise a series’ of problems;associated with ‘a-
large inflow of creditor’ currercies, which' would ‘reduce ‘the- scope’ for
future- repurchases in currencies ‘and also change the composition of
creditor members reserves, increasing ‘thelr: currency ‘holdings and
reducing their super gold tranche positions. . The latter effects might
;be alleviated to some extent by deliberately expanding creditor positions.

,2?1' Payments in SDRs under ‘amended Articles would be ‘a much more manageable
: procedure. There are ‘a variety of techniques under- the existing Articles
that might Be tised for moving SDRs ‘'to ‘members with insufficient holdings
to make any agreed quota payments and the scope could be" greater under
amended Articles. The need for these SDR transfers would be reduced if
reconstitution were abolished. _f*jwf, s

3. However, even with quota payments in SDRs, the- General Acccunt would
probably have to transfer SDRs against receipt of. creditor currencies.
The inflow of ‘creditor currencies would" ‘raise ‘the same type of difficul-
ties” mencioned above,'although on ‘a much ‘smaller’ seale than for the same
overall quota increase under the present Articles. 'A second drawback
would be that a hign proportion of existing SDRs’ would be concentrated

in the Fund and the distribution of the remaining SDRs among participants
would be highly unbalanced,

4., These difficulties may be met in a number of ways. The most forward-
looking approach would be in the-form .of -a-limited subscription account:
an SDR’ Subscription Account could be established ‘to 1ssue SDRs against
the surrender of reserve currency ‘balancés thus incréasing the amounts
of SDRs in issue without increasing the total of reserves. :
5." As-regards thé' possible use of other techniques, namely to’ accept
in place of SDRs the icurrencies of other members or the member's own
currency, it’ds suggested that ‘the SDR'should’ be the main- asset in:which
the "gold" portion of the increased Subscription is to be paid, since , :
SDRs wouldtend to- safeguard the Fund's: liquidity better than the
other forms of payment. Nevertheless, consideration could: begiven to

8l
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the following possibilities: (i) to the extent that SDRs had to be
transferred from theé General Accourt ‘against creditor currencies to
participants with low holdings: of SDRs, it  would obviously be more
convenient for this amount of ctreditor currencies to be transferred
directly to the General Account in quota payments, and (ii) since SDRs
at present 'form’ a small proportion of total reserves; it might simplify
the qiiota increase'on this occdsion 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* ‘paymenit in-créditor currencies as described in: (i) above.
Inugrinciple the proportion between SDR payments.and .payments in a:
member s own currency should be uniform for all members, but the portion
to be paid in. the member's own ‘currency could bé-increased.:for members
with low reserves. 1In the event that these procedures would raise the
"Fund's holdings 'of “a member's. currency:above 75 per cent-of: the new
"‘quota, it is possible to- :contemplate that:there-should be no:require~ .-
ment for ‘repurchases- of such -avcurrency subscription, or-at least
not initially;-dlternatively the.repurchase could:be conditional on the: ..
future allocation of SDRs.
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3j%€, Appendix - " e
Gold Payments and Thelr Allev1ation in Connection X ' '
o with Quota Increases -

[

~.To. reduce theTimpact .on members reserves of gold payments arlslng
from increases in quotas the Fund in the. past has provided a. number of .
different arrangements. SR TPIPREE RR

The following sets out in chronological order, the. alleviatlon .'7g
facllities offered In: connectlon with quota.: increases. :

1. 1939 "Enlargement of Fund Resources Through Increases in Quotas"l/

(1) Members: could increase the1r quotas in 1nstallments.- Paragraph
7(a) of the:First: and Second Resolutions: provided that a membér, representing
, that ‘its reserves:should not be reduced: by an immediate full gold. payment,
could consent to the increase in its quota by installments.ﬂx jm

(ii) 1In addition, the Report of the Executive Directors to the Board
of Governors in part III "Payment of Additional Subscription' provided for
special drawings up to 25 per cent of the increase in quota.

. 2
2. Quota Increases Under the Compensatory Financing Dec1sion—/ (:}

Members were offered the same two alleviation facilities as for the
1959 quota 1ncreases:

(1) 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 ''Quota
Increases - Gold Subscriptions" agreed at Meeting 63/33, June 14, 1963
(SM/63/37, Supplement 2, June 14, 1963,

3. 1965 -~ Fourth Quinquennial Review

a. Mitigation 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 provided in paragraphs 13-18 of the Report of the Executive

5
1/ Board of Governors Resolution Nos. 1l4-1, 14-2, and 14-3, effective \“)
February 2, 1959.

2/ Executive Board Decision No. 1477-(63/7), February 25, 1963 as amend

by Executive Board Decision No. 2152~{66/81) September 20, 1966.
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-~ Appendix~

Directors to the Board of Governors on- "Increases 41 Qiotas ‘of Members -
Fourth Quinquennial Review .
L T s LIS T .
:f Mitigation of the secondary 1mpact on reserve currency
YL cotintries ' i LW

DY SR TR N R A N U W SO S S VN A

(1) 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
Review'. .

(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 Reviews’

a. Mitigation of the primary impact

(1) 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).

(1ii) The Fund decided, for the first time, to exercise the
discretion given in Article 1II, 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
Members--Fifth General Review", effective February 9, 1970.
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B. Mitigation of secondary impact . e e Y

\~)

The Fund decided to sell gold up to the equivalent of $700 million
to those members that sold gold to other. members to enable the latter to
pay the gold portion of their quota increases. This fac1lity was provided
in paragraph 7 of Board of Governors Resolution No. 25%3. -
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_ ku) T : Files ' DATE: November 26, 1974

FROM  : R. R. Rhomberg

e s e A

e . !
SUBJECT :—Quota Calculations //J

SMFT 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 alsc 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, : ‘
. M&ﬁ

2

ces Mr. Polak
Mr., Williams

/..
\
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) Office Memorandum

TO : Files : . pate; November 26, 1974
suumn(i Quota Calculatiggéf”/

R ,,___f-—--—‘/

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.
. %&M&\?

cc: Mr. Polak
Mr. Williams
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10 : Mr. Rhomberg : pate. November 26, 1974
FROM = David Wll‘lams t:lL“J
SUBJECT : Quota Calculatlons T

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 increases were those whose calculated quotas exceeded
their present quotas and that the amount of any special increase was 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 the 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 the 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 quotas are most out of line would
be adjusted for special increase. Apart from this variable concept of

"out-of-lineness', I disagree that the calculated quotas, based on the quota formulas,

must be scaled down to arbitrary numbers.

cc: Mr. Habermeier

Mr. Polak .~
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10 : Mr. W. O. Habermeier pate: November 26, 1974
FROM : G. Nicoletopoulos W .
sussecT :  Payment of the Gold Portion of Quota Increases

—-Igsues and Techniques

We have the following comments on your draft on the above subject
dated Movember 25.

General Comments

1. VWe 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 i1s a very comp%%g 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 envisaged 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. While 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 consistent with each other and do not precisely correspond to the suggestions
made in the memorandum.




S

Page 3, first paragraph: Replace "As a result of" with "In
connection with".

Pafagraph 1(1): It would be useful to indicate the magnitude
of mitigation under the Sixth General Review 1f there were to be a reduction
of the'gold payment under Article III, Section 4(a).

' Page 4, paragraph 1(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" with "general.

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, 1nc1ud1ng the varilant
introduced in the Flfth 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 for its currency.

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.

Papge 8, line five from bottom: Members holding gold tranche positions
would have to meet the requirement of need, although the Fund would not be
able to challenge their representations. The statement that conditionality
may make it impossible or undesirable for debtor members to use this technique
might be toned down, for it would not necessarily apply to members that had
part of the first credit tranche.

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

» 'Page 10: The difficulties under the present Articles seem to be somewhat
exaggerated. This applies particularly to the statement that creditor currencies
and special draw1ng rights wolld probably fail to enhance the 11qu1dity of the
Fund. -
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Page 11! This section lacks clarify because the positions under
the present Articles and under possible 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.. 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 prov151on
would be retained (see p. 12, sub-paragraph (11))

In line 3 of page ll, 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-paragraph (1i): 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) seéem 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 paragraph: The problems relating to reconstltution
could be solved in connection with the amendment.

2

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 paragraph: This description does not entirely
fit with the draft provision in DAA/74/3, Sup. 1.

Page 24, last paragraph: Under the draft provisions in DAA/74/2,
Sup. 2, the Fund could probably adopt polities 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
"arrangements for remission''. “

Paragraph 2: Reference<sh0ﬁld be made to the possibility
of solving these problems by amendment.

*

Page 26, line 9 from bottom: Add "portion'" after "gold".

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 Managing Director

Mr. Polak
Mr. Gold




Paris, November 21, 1974

To: Mr. J. Bennett

From: J, J. Polak

The question of the relative cost to a member of 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 of the new quota at the time
of the quota increase (and the magnitude of the amount involved
insofar as it may straddle different situations).

The interest cost of 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 holdings in Effective cost
per cent of new to member
quota
below 50% 5%
Rem t f
50 to 78% 21/2% uneration foregone
75 to 100% 0
above 100% 4%-6% ) Failure to achieve

7%1/ ) reduction in charges

7/ 1f outstanding credit tranche drawings are under the oil
facility only.

Ce. 61

gl =Y (NN
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MEMORANDUM
TO: Mr. Habermeier November 15, 1974

FROM: J. J. Polak

SUBJECT: Quota Paper

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

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 1 on page 2. In section 4, 1 presume
something important is intended to be conveyed by the first paragraph on
page 8 but it is not clear what. The second paragraph on page 8 i1s also
much less clear than the description itself given om page 10. As 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 is 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. This is the result of what is mentioned in (vi) on page 10,
which is obviously an unsatisfactory distribution system. I would suggest
giving all countries a gemeral increase of 35 per ceat 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 18 not clear from the text of (1) what is meant by the exclusion
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 ome
group of developed countries by 45 per cent and another group by 40 per cemnt.
1f there is any justification for this it certainly is not the ome given,which
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.



I would be inclined to apply the 35 per cent gemeral increase
to the industrial countries aleso; I ‘see no convincing reason for making
these countries lessSensitive than others on maintaining their shares

within the group.

On a more general level, I would accompany these calculations
with another set based on a one third or 35 per cent overall increase and

a general increase of about 25 per cent.

I would certainly not object to making comparable calculations
on the assumptions underlying Table C.



sussecTt :  The Trouble with Mitigation

Mitigation of the normal 25 per cent gold payment requirement
for quota increases (except in the relatively limited number of
cases where, because member'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 the 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 dollaryholdingS’would be increased by an
amount equivalent to the total volume of mitigation
transactions for which Germany served as intermediary;

3. GCermany'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;

SONAT,
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&ijo The Managing Director pate: November 14, 1974
om . William B. Dale’{/y
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5. Even if Germany would agree to serve as intermediary,
the procedure described could not be carried beyond
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. -

Case B

Suppose that all members which had super 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
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. :

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



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). 1In 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.

e

cc: Messrs. Gold, Polak, Habermeier



MEMORANDUM
TO: Managing Director November 11, 1974
FROM: J. J. Polak

SUBJECT: Work Program, Sixth Review of Quotas

In order to make further progress 1 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 im 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 B, using again those numerical assumptions on which there seemed the
greatest density of support, while recognizing explicitly the existing
dissent from this range. In this 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
suggest 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 mon-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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To ',The.Deputy Managing.Director - -~ .. .o .. - parg. November 7, 1974
. ' - . : ,
FROM  : H.0. Habermelzgﬁgpgf: g
sueect . Work Program--Sixth Review of Quotas -

It appears desirable that I report briefly to you where we stand
on thé quota review at present and. what our next steps mlght 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 nexL stage of our work. However, several matters became
clearer.

First, as regards the overall size of a quota increase, the greater
number of Executive Directors seemed to favor increases 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, kHr. Schleiminger conceding only an increase of only 25 per cent
or less, and at the other end of the spectrum,\a nunber of Directors,
largely from the less developed countries, arguing for 70 per cent or more.

Secondly, there was fairly widespread 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. ilowever, 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 be regarded as "anticipatory." In addition, the
idea was strongly advanced by several that a substantial increase in their
share would be somehow made cenditional on the effective strengthening of
the Fund's liquidity by using the currencies of these members in transactions.

Thirdly, there was substantial diversity of opinion on the relative role
of general and special adjustment within the overall increase--some arguing
for a fairly high proportion of the general adjustment with a fairly low
proportion of the special adJUatment55(C.g., Mr. 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 positiocn (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 the existing Articles in gold, and a paper

as promised on the policy issues that are likely to arise.
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2. Against this background the fo!liowing next steps would seem
appropriate: the next discussicn of the Committee of the Whole should
be concerned with the size of the overall increase of the Fund but would
focus its. discussion on the distribution of individual quota increases.
This approach would hopefully elicit a more specific conclusion from the.
Executive Directors and would advance the aencral discussion of quotas
sufficiently before the Interim Committee meet

It would be toc early to expect a consensus on the overall increase
in the size of the Fund. 1In fact, an early, and p0551b1y hasty, agreement
on the overall size could reduce the flexibility in adjusting 1nd1v1dua1
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 incredses; (ii) the principle of selecting countries for
special quota increases; (iii} the iiethods of allocating ths special quota
increases.

On the relationship between general and special increases within

. the overall increase, two differing and fairiy strongly held opinions are
& 4 g y I,

apparant: there are those who wish to 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
such as India on the one hand. On the other hand there are those like
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 couid
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 number of special increases. ‘

On the principles of selecting the countries eligible for special
increases we need to adopt some quantitctive criteria. This might be done
on the basis of 1 or 2 simplified formulas using relatively current economic
variables. These 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 sc as to preserve to the greatest extent possible a uniform
approach for all members of the Fund (Hir. Cross argued in the meeting that
the staff had gone about the issue of adjusting quotas in the wrong way by
discussing groups of memhers rather than adopting a uniform approach for
all members). '

Furthermore, coﬁalder ble headway would be desirable on the question
of the size of the special increases for the major oil exporting countries
and in this regard some eccnemic criteria can be developed using recent
economic data.
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The use of more current indicatots,'but short of projections, for
these members would presumably need to be extended in some form to all other
members. An attempt sheould also be made to clarify the concept of
"anticipatory' increases. It seems to invelve a policy resolution that the
special adjustment of the oil exporting countries! quotas is based on
uncertain prognostication of their future position; thus other members should
be 8nabled to catch up in the next review of quotas, if it appeared that
their relative position had improved again. '

Finally, the usability -of the currencies of the 0il exporting
countries needs to be clarified more precisely. At present there is an
ameridment porposed to the Articles 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 above 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 c¢f the quota
increases and should be ready at about the same time, although possibly for
somewhat later discussion.

cc: Mr. Gold
Mr. Polak
Mr. Sturc
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~0ctober 24, 1974

MEMORANDUM FOR FILES -

//' /"’ B o
Subject: IBRD-Recydiing of 0il Sirplus in 1975, and Related Issues

AV AE

Mr., Hattori paid me the first of his: aunounced 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 gnotg,exer—
cise and in particular the outlook gggﬂgggmguotas of the major oil expor-
ters. I explained to him the work of the Committee of the Whole on
Quotas and in particular the point which we had reached after the meeting
of that Committee 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, for 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 exporters. 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', and 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 tripling of the quotas of the major oil exporters. Mr. Hattori responded

that there might have been some thinking along thesé 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. Goshal 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 1 responded that
while the present review was apparently more difficult than previous re-
views, the 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

- v\&sei'&z“6‘@N<7f7f'.-"—7 |




80 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. Omne might even hope to know before that meeting the major principles
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 diffnrent approaches and different
results as between the two institutions.

W. 0. Habermeier

cc: The Managing Director (on return)
The Acting Managing Director '
Mr. Gold . ‘
Mr. Polak~" .
. Mr, Sturc
‘Area Department Heads




MEMORANDUM
TO: Mr. Fleming October 11, 1974
FROM: J. J. Polak

SUBJECT: Quota Increases and SDR Substitution

I do not think we should pursue this idea, at least for the time
being. There are too many reasons on the other side, even if not all of
them of the same valadity.

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 convertible 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 into effect.

2. While convertible currencies are not quite as liquid as SDRe,
the particular currencies we would be receiving have almost always been
usable.

3. Although at this moment gold cannot be used by the Fund this
gituation 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. 1 do not read the general attitude towards amendment to be such
as to make it possible to include anything as marginal as substitution.



October 3, 197k

MEMORARDUM TOR FILES

Subject: Horway

Vhen Mr. Kleppe called on the Manuging Director this morning he
stressed that Sweden had changed its attitude toward quota increases and
that the Scandinavian countries were now all agreed on the desirability of
& large increase in quotas.

Hle also confirmed that Horway is prepared to subscribe SDR 50
million to the oil faeility in 1975 and he said that in 1976 a larger sum
could be nmade aveilable. He reminded us that the current asccount deficit
foreseen for 1975 would be approximately 31 billiom.

L. A. Vhittome

ce: The Deputy Managing Director
Mr. Polak
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MEMORANDUM FOR FILES
Subject: Belgium
Mr. De Clercq called on the Managing Director this afternoon. The
following points arose:
1. The Managing Director said that despite the refusal of the Germans
to make any contribution to the o0il 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.
o’

=

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
of 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.

., 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 of 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.

i
EAY

7
.

L. A. Whittome

cc: The Managing Director
The Deputy Managing Director
Mr. Gold ‘
Mr. Polak



MEMORANDUM
TO: Mr. Armington September 30, 1974
FROM: J. J. Polak

SUBJECT: Export Variability and Quota Review--The Netherlands

I am somewhat unhappy that we were responsible for passing on to
the Treasurer a description of the calculation of export variability which
is obviously wrong, "averaging ratios [i.e., percentage deviations of five
year moving averages] without regard to sign (the result being a 'root
mean square proportional deviation').” This language was them passed on
by Mr. Habermeier to Mr. de Vries.
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™« Mr. de Vries | , patE: September 29, 1974

rromt ;. W. O. Habermeier

supdeet ;. Export Variability and Quota Review--The Netherlands

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 variability 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 wonthly 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 algo 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 highexr variability
in the Netherlands calculations,) It would seem that the hlgher\flgure arrived

- at by the Netherlands Planning Bureau results from.the large difference in the
(jj export figure for 1966,

2. The export variability allowance in S/74/71, Supplement 1 is, of
course, a computation made for the purpose of determining maximum access to the
Fund's 0il 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 0il 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
exporits covering a period of thirteen years (ending 1972); the formula used for
this purpose is given in Appendix to SM/73/274, page 30. The variability measure
used in connection with the calculations for the 0il 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, and then averaging these
ratios without regard to sign (the result being a ''root mean squared pr0portlonal
dev1atﬂon") The resultant numbeF; Wilich;—~expres5ed as 4 Percent, IS~ CalTed the
Ixport Variability Ratio in Si/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, "scaled" 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.et
1960~1972 in the latest quota calculations),

#for 1972

O Attachment
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Exports of the Netherlands ‘ -

($ billion, annual rate)

IMF
Data Fund Series Shown in
Seriest/ Mr. de Vries'! Memo of 9/1?/742/
. 1955 2.69 2.69
56 2.86 2.87
57 3.10 3.10
58 3.22 3.22
59 - 3.61 3.61
60 4.03 4,03
61 4.29 4,31
62 4.58 4,58
63 4.96 4.97
64 5.81 5.81
65 6.40 6.40
66 6.76 4,36
67 7.31 7.28
68 8.37 8.34
69 10.00 9.96
70 11.77 11.77
71 13.93 14.02

1/ Used both for purposes of 0il Facility and Sixth Quota Review.
Monthly averages have been converted to annual rate¢,

2/
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INTERNATIONAL MONETARY FUND

Sixth General Review of Quotas -~
o Illustrative Calculations on the Size of the Fund ,
.. and.on the Distribution of Quotas Among Groups of Members.

Prepared by the Treasurerfs and Research Departments
Approved by W.O. Haberneier>and J.J. Polak

September 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 spec1a1 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 selectlve quota increases

.For any given 1ncrease in the 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’ relative positions to reflect more faithfully the relative size of
members in the world economy, the smaller would have to be the general o
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, B and
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-member of the Committee of the Whole at
Meeting No. 6, with the amounts scaled down proportionately. These overall
percentage increases have been applied to the present actual total of all
quotas, which amount to SDR 29,189.4 million; China's quota has been kept
unchanged at SDR 550 million in each calculatlon



2. Grouping of members

During the recent discussions of the Committee 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 turn has been subdivided into
"Major 0il Exporters' and "Other Developing.' The system of classification
by groups follows that used in the International Financial Statistics.
Obviously, these groups are not completely homogenous. For example, certain
members classified in IFS as belonging to the group, "Other Developed,' have
economic characteristics 31m11ar to those of certain members in the "Other
Developing" sub-group.

As regards the sub-group of 'Major 0il Exporters,' this includes

Algeria, Indonesia, Iran, Iraq, Kuwait, Libyan Arab Republic, Nigeria, Saudi

Arabia, and Venezuela,l. 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-z/ more generally it also takes account of the likely ability
of these countries to assume a greater financial role in the world economy
and, in particular, in the financing of balance of payments’ d15equ111br1a
through the General Account of the Fund. A number of them have already made’
bilateral loan agreements with the Fund for financing of the 0il Facility;
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 yet made arrangements which would allow the
use by the Fund of its ex1st1ng ‘holdings of these currencles 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’duotas (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/ BEach 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.

O
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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 changés 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 or whether the necessary adjustments should be achieved by applying
different criteria 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 groups, 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. sone 1nstances, 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 develop1ng ‘-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 av01d1ng a decllne in thelr 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 shows, 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 to 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



dlfference between a member's calculated quota made for the Fifth and for the (:>
Sixth Quota reviews--i.e., the increment in the calculated quota-~taken

as a proportlon ‘of the total sum of such differences or similarly for a
group of members; and (111) by allocatlng an absolute amount .or a pre-'w
determined share for quota increases to each group. These approaches are
illustrated in the calculations appended to this paper. A.choice exists |
under (i) to employ either the formulas used in past reviews or to. apply a
- simpler formula based on the most Tecent international .trade or reserve
figures. l! Since no new formula has been decided upon, the staff has used .
the concept of the 'single calculated quota" in EB/CQuota/74/2, whlch is

an amalgam of various quota formulas and employs statistical data ending
in 1572.2/ The allocation of quota increases on the basis of predetermlned
shares or absolute amounts, as under (iii), is more arbitrary in nature and
would reflect a judgment as to the role a group of members should have as
prospective creditors, as prospective debtors, and for other Teasons.

S. IllustratiVe calculations

The attached calculatlons have in general been based on the con51der-
ations noted above. Other details are explained in the notes to the tables;
some of the main assumptlons are as follows:

a, In all tables the total size of the Fund is assumed to be 1ncreased
by 25 per cent, by 50 per cent, .or by 75 per cent. :

b. Greater percentage equl—proportlonalf1ncreases are assumed the (:)
- greater the overall increase: 10 per cent, 25 per-eent’; and*40 per cent
respectlvely, (except Appendix Table D). , J‘.ﬁ
3, “is, oy

c. In Tables B and C it has been assumed that the:share of the
developlng countries will rise owing to a doubling of the:ishare in total
quotas of the major oil exporters, while the share of other- developxng
countries will either remain unchanged (Appendix Table B) or fall im the
same proportion as the shares of other groups (Appendix Table:C). Appendix
Table D is based on special additions to both groups of develoPing countries.

d. In Tables A and B spec1al quota increases have been allocated
in proportion to the excess of calculated quotas over existing quotas;
in Table C the share of the major oil exporters has been doubled and the
shares of other groups have been reduced proportlonately, in Table D,
allocations have been made on the basis of the 1ncrement in calculated quotas.

1/ As to the avallablllty of data for quota calculatlons, see
EB/CQuota/74/2, Appendix I,
2/ For an 111ustrat10n of 51mp11f1ed quota formulas see SM/73/275

H



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 or 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 cther developed countries. The largest fall in the shares of these
grougs 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-grcup 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,
50 Per Cent, and 75 Per Cent

(In millions of SDRs)

eneral Increases Special'incfeéseél/ o Potential Quotas
) 25 Per cent 50 Per cent 75 Per cent
2 increase increase increase
Present 10 per 25 Per 40 Per - : in Fund - in Fund in Fund
quota cent cent cent L D25 (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 3,539 5,933 8,331 23,740 28,889 34,042
% share in Fund (62.92) o (65.06) (65.98) (66.64)
% increase over present quotas (29.27) (57.30) (85.36)
Other developed countries 2,529 253 632 1,012 293 491 690 3,075 3,652 4,231
% share in Fund {8.66) (8.43) (8.34) (8.28)
% increase over present quotas (21.59) (44.40) (67.30)
Developing countries 7,745.4 774 1,937 3,099 603 1,011 1,413 9,122 .10,693 12,257
% share in Fund (26.53) - , (25.00) ©(24.42) (24.00)
% increase over present quotas . ' - (372.77) (38.06) (58.25)
Of which : '
(i) Major oil exporters 1,454 145 364 582 279 468 655 1,878 2,286 2,691
% share in Fund (4,98) _ (5.18) {5.22) (5.27)
% inecrease over present quotas (29.16) (57.22) (103.64)
(ii) Other developing countries 6,291.4 629 1,573 2,517 324 543. 758 7,244 © 8,407 9,566
% share in Fund (21.855) N (19.85) (19.20) (16.73)
% increase over present quotas . (15.14) (23.63] (52.05)
28,639.4 2,863 7,160 11,457 4,435 7,435 10,434 35,937 43,234 . 50,530
China 550 o : 550 - 850. - 550
(1.88) L . (1.51) (1.26) . (1.08)
Total 29,189.4 B . 36,487 43,784 . 51 080
Percentaae inerease in Fund ' (26.20) r50. a0) - (75 00)

1/ Special Increases have been allocated in proportion to the shares of each group in the total of the excess of calculated over present '

quotas. Calculated quotas used for this purpose have been taken from Column C.of Table 4 of EB/COuota/74/2.
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Table B.

of Fund of 25 Per Cent, 30 Per Cent and 75 Per Cent -

(In millions of SDRs)

Potential Quotas Doubiing the Sharea of Major 011 Exporters and -
Maintaining Bhares of Other Developing Countries ih. Incresses in.Sizes

""1;"

Potential uotas
, 25 per cent 50 per cent TS5 per cent‘

. - Generdal Incresses’ Spaéial 1Ink:1;eases—. L increase 1n increa.se in 1ncreaae in
Pregent 10 25 0 B .
 Quota -~ per cent- per cent per cent - S e Lns (l)+(2)+(5) (l)+(3)+(6) (l)-"(‘#)*(?)
S ) <;(2) (3) (¥) (5) w6 (1) . (8) (9) (10) T
Industrial countries 18,365 - 1,836 k,591 7,346 " 1,“2{31 2,019 k552 21,482 25,875 © 30,263 .
% share in Fund . (62,88} . ‘ (58.87) ( 59.19) (58,25)
4 mcrezzse over presemk quotas . , ) - {16,87) (40.89) (64.79)
Other- developed countries 2,529 253 632~ 1,012 176 ko2 - 628 2,958 3,563 4,169 -
© % share in Fund (8.86) C ‘ : o (8,11) (8.14) (8.16)
% increase over present quotas o . ‘ {16,98) (40,88}~ . (64.85)
Developing countries 7,745,k TTh 1,937 3,099 2,978 b,11h 5,252 11,497 13,796 16,096
% share m Fund (26,53) . . R . (31,51) (31,51) (31.51) " -
% increase over preaent quotas : o {48.44) (78.12) - (107.81)
of vhich .
© (1) Major cit exporters 1,b54 5 - 36k 582 2,035 - 2,543  .3,052 3,63k 4,361 5,088
% share in Fund (4.98) . : ' B o (9.96) {9.96)/ (9.96)
% increase over present quotas B (148,83) (199.93} {249,93)
{1i) Other developing countries . 6,291.& - 629 1,573 2,517 943 -~ 1,571 2,200 " 7,863 9,1;35 11,008
% share in Fund 121.55) ' L (21, 55) (21.55) . (21,58)
% increase over present quotas : (25.00) (49. 97) s (74.97)
28,6309.4 2,863 7,160 11,457 . k435 T,435 10,434 35,937 k3,234 50,528
China 550 550 550 1’550
{1,88) (1,51) (1,26} {1,08)
o :
Total 29,189.4 36,487 43,78k 51,078
Peroentage inorease in Fund (25.0) (50.00) (75.00)

l/ Specigl increases leading to doubling of -shares of major oil exporters, meintaining shares of other developing countries and distributing the
Palance to other groups in proportion to their shares in the excess of calculated over present quotas; calcula.ted quotas sre taken from Column C of

Table 4 of EB/CQuota/Th/2,
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Table €. "Potential Quotas After Doubling the ‘Shares‘ of subgroup "Major 0il Exporters”
and Reducing Proportionately Shares of All Other Groups
(including subgroup "Other Developing")

(In millions of SDRs)

Gemeral Increases Special Increasesii Potential Ouotas
25 Per cent 50 Per cent 75 Per cent
) o . : increase Increase increase
Present 10 Per 25 Per . 40 Per in Fund in Fund in Fund
quota cent cent eent ' WH2)+(5) T (DHNH6) (DHAL)HD)
1) (2) 3 (4) &) 6 M (8) {9 (19)
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) N (59.81) (59.38) (60,10}
. '% inerease over present quotas g (18.82) (42,93) (67.15)
Other developed countries 2,529 - 253 632 1,012 223 455 686 3,005 3,616 4,227
% shave in Fund (8.68) (8,24} (3.25) (8.28) .
% increase over present quotas (18.82) (42.98) (87.15)
Develéping countries 7,745.4 774 1,937 3,099 2,590 3,675 4,760 11,109.4 13,357.4 15,6044
% share in Fund (26.53) B (30.45) (30.51) (30.55)
% increase over pregent quotas ) (43.43) (72.4¢) (101.4¢)
Of which
{3} Major oil exporters 1,454 145 364 582 2;035 2,543, 3,052 3,63% 4,361 B 5,088
% share in Fund (4.98) ] {9.96} - (8.96) (9.96)
% inevease over present quotas ’ (145.93) - (199.93) {243.51)
(i1) Other developing countries 6,291.4 629 1,573 2,517 555 1,132 1,708 ?,475.4 8,996.4 10,516.4
% share in Pund (21.55) : (20.48) (20.55) {20.59)
% inerease over present quotas (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) _f1.82) . _(1.26) (1.08)
Total . 29,189.4 . 36,486.4 43,784.4 51,081.4

L .00 (50.00) (75.00)
Peveentage inercase in Fund (25.00) A

1/ Special increases based on doubling of sharéétof major oil exporters and distributing the remainder to other groups proportionately
to their shares in existing Fund. )

O O O
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Table D. Potential Quotas Based om Distribution of Various Sums Allocated to Different Groups as Special Increases—

{In millions of SDRs)

General Increases

Special Increaseszf

Potential Quotas

25 Per cent 50 Per cent 75 Per cent
’ - ) increase increase increase
Present 15 per 30 per 45 per- in Fund in PFund . in Fund
quota cent cent cent ()+(2)+(5) (1+(3)+(6) (D)+(4)+(7)
1 2) (3 4) (5) (6) N 8) (9 (19)
Industrial countries 18,365 2,754 5,510 8,264 882 1,765 2,646 22,001 25,640 29,275
% share in Fund (62,92) (80, 30) {58.56) (57.31) —
% inereqse over present quotas (19.80) (39.61) (58.41)
Other developed countries 2,529 379 759 1,138 73 146 220 2,981 3,434 3,887
% share in Fund (8.66) {8.17) (7.84) (7.61)
% increase over present quotas (17.87) (35.78) (58.70)
Developing countries 7.745.4 1,162 2,324 3,485 2,045 4,092 6,138 10,952.4 14,161.4 17,368.4
% share in Fund (26.53) (30.02) . (32,34) (34.00)
% increase over present quotas --(41.40) (82.84) (124.24)
Of which ;
(i) Major oil exporters 1,454 218 436 654 859 1,720 2,579 2,531 3,610 4,687
% share in Fund (4.98) (6.91) (8.24) (9.18)
% inerease over present gquotas (74.07) (148.28) (222.35)
{ii) Other developlhg countries 6,291.4 944 1,887 2,831 1,187 2,373 3,559 8,422.4 10,551.4 12,231.4
% share in Fund (21.55) ’ : (23.08) (24.086) (23.95)
% ineréase over present quotas 133.87) (67.71) (94.41)
28,639.4 4,295 8,593 12,887 3,000 6,003 9,004 35,934 43,235 50,530
China 550 550 550 550
(1.88) _(1.51) (1.26) (1.08)
Total 29,189.4 36,484 43,785

\

51,080

Y

1/ '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 billion to the other developing countries, and (1v) a distribution of SDR 3.5 billion 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/C 0ta!?4f3.

2/ “Special increases have been distributed as follows: N

Col.5: (a) SDR 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} SDR 1,579 million to major oil exporters, (b) SDR 2,212 million to other developing countrles, 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: Mr. Habermeier September 25, 1974

FROM: J. J. Polak

SUBJECT: Quota Paper

I return the paper with my initials. Please note that pp. 5, 6 and
7 have been retyped. The changes made axe 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 sent to
the MD).

’)/I/o%-———é r5gv~——*’°
Cﬁe/ajﬂﬁ L) 0~




MEMORANDUM
TO: Mr. Habermeier September 20, 1974
FROM: J. J. Polsk

SUBJECT: Quota Calculations

I have some rather major difficulties with the draft of September 18,
although it may not take teco 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 inm an attempt
to maintain the share of "less developed" 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, B and 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 resulte. One should then move to an alternative presentation
under which there was an arbitrary incresse, e.g., doubling of the share of the
0il producers and no greater reduction im 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 wvariant 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
comments.
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Cover Note. Given our view that an increase of 70-100 per ceamt 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 2. Delete first two complete sentences and dubstitute: "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.

Page 6. The wording of (1) and (ii) is obscure. I would replace (1)
by "(1) in proportione determined by the aggregate excesses, for each group, of
calculated quotas over present quotas" and omit (i1) altogether since it 1is
not used anywhere.

Instead of the following sentence one might say "All of these 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, 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.

In one or other the point might be made in partiecular that this includes
formulae that do not use national income which might be of particular value for
distributing given totals among LDCs.

On page 7, the description of (c) has 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.”

Baragraph 7(a). Delete last sentence which is more difficult to
understand than the point is worth.

Page 8, paragraph (b), first sentemce. It is misleading to say that
the "methods" 1n question "lead to"” a fall in the shares of industrial countries.
They are made to lead to that result. Say "All €alculations other than those
barring increases on the excess of calculated actual quotas involve a fall in
the shares" ete. etc.

L ]

In the next sentence the first "different" should be "differential."

Paragraph (¢) 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 comparatively
small."




@ Office Memorandum

‘hun(

TO : Mr. Polak DATE: September 18, 1974

o/
FROM : J, Marcus Flem Al
arcu 1n§ ‘ééi’/
SUBJECT : Sixth Review o uotas: Illustrative Calculations
Draft of September 17, 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 D or 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 ZT Delete first two complete sentences and substitute: '"The
smaller the desired overall increase in the size of the Fund, and the larger L,f’/
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 b//
"'Less Developed' group."

Second paragraph, third sentence. After "oil facility," read "but the W///
liquidity of the Fund would be better safeguarded if the Fund's holdings ..." etc.

Page £1/ agraph The wording of (i) and (ii) is obscure. One
might say_ _

- o "(1) in proportions determined by the aggregate excesses, for eacﬂmk\ﬂ L//
lgroup, of calculated quotas over present QUOLas" o

S M(§4) i proportions “deéteétmined 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 % e
are illustfated in the calculations appended to this paper,"

Tn one or other of the ensuing sentences, a reference 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.

i
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Page 7, paragraph (c). Delete firsgftﬁs lines and substitute "In
several of the calculations (e.g., Tables A;"B, and C, Method II, and Table E)

it has been assumed ..." Y

Paragraph (d). Insert at theé beginning of the sentence "In other
calculations." After "allocations'insert "at least in part." . After "existing
quotas" insert "(e.g., Tables A, B, and C, Method I)." Before "or on the basis
of absolute amounts" insert "on the basis of movements of calculated quotas
(e.g., Table F)." After "on thHe basis of absolute amounts" insert'(e.g.,
Tables D, E, and F)."

Paragraph 7(a). Delete last sentence which is more difficult to 4,////
understand than the point is worth,

Page 8, paragraph (b), first sentence. It is misleading to say that
the "methods" in question "lead to" a fall in the shares of industrial countries. V/f
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. _ P
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 lﬂfﬁy
reduced proportionately as a result ... (Appendix Table E) is comparatively
© small."
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Office Memorandum
ﬂﬂ-/ﬁeﬂm

Mr. Fleming ‘ DATE: September 9, 1974

TO

FROM EstE§§;§g§§ ;ﬁl

f&,’a{/‘

B e .
SUBJECT : ~"Quota Calculations

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 normalized 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.

ces Mr. Polak
Mr. Rhomberg
Mr. Taplin



Table 1.

Calculated Quotas and 1971 Quotasl/

(In millions of SDRs)

1971 Quota

TN
‘
et

Scheme I Scheme IT
(28,936.4) (47,000) {47 ,000)

Industrial countries 18,345.00 29,147.77 28,983.69
(63.40%) (62.02%) (61.67%)

United States 6,700.00- 10,417.50 10,417.50
(23.15%) (22.16%) (22.16%) ~

Primary Producing 2,735.00 3,634.74 3,798.81
developed countries (9.45%) (7.73%) (8.08%)

Major oil exporters 1,494.00 - 5021.41 5183.38
(5.16%) (10.68%) - (11.03%)

Other developing 6,362.40 9,196.89 9,034.77
countries (21.99%) - (19.57%) (19.22%)

1/ All figures exclude China.
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UNITED STATES 10417.50 ©700,00 0. 00 0,00 10417.50 \Jf L h s £
UNITED KINGDUM 2588, 65 eBU0, 00 UL 0,00 3500.00 PR b
AUSTIr]IA . 417,58 eii.0u Bi,ud l,.719 399,29 : -
BELGIUM & LUXEMBOURG 1413,87 650,00 601,37 asa,04 1276,54
CANADA 1797.78 1100,00 422,78 326,28 1701.23
DENMAKK 474,90 200,00 149,90 115,67 440,67
FRANLE . 2302,16 1500, 00 4e7, 10 329,61 T 2eul, sl
GERMANY 3a46,02 1600,00 1446,02 1115,79 3115,179
ITALY {648,406 100u0,00 398, 46 307,46 1557 .46
JAPAK 2240,62 1200,00 140,62 571,64 2071,64
NETHERLANDS 1546.61 700,00 671,61 518,24 1395,24 :
NOR~AY 389,24 240,00 85,24 65,78 365,78 P ’
SWEDEN 192,44 . 325,00 _ _ 385,8Y _ 297,77 To4.02 - o o .
AUSTRALIA 600,32 665,00 .0,00 0,00 831,25 )azabﬂﬁviy' f%w@ﬂﬂﬂzvﬂ%§ 4¢%0¢£§”&¥é;w
FINLAND 304,40 190,00 66,90 51,62 289,12 : :
GREECE 207,46 136,00 34,90 26,98 199,48 : - ,
ICELAND 31.60 23,00 2485 2,20 30,95 : : :
IRELAND 187.29 121,00 36,04 27,81 179,06
HALTA 17.24 16,00 L0400 0,00 20,00
NEw ZEALAND 174,70 202,00 L0500 0,00 252,50
PORTULAL 171,91 117,00 25.66 19.80 166,05
ROHANTA 227,34 190,00 0,00 0,00 237,50
SOUTH AFRICA 417,52 320,00 17,52 13,52 413,52
SPAIN 542,25 395,00 48,50 37,42 531,17
TURKEY 122,30 151,00 v 0,00 0.00 188,75
YUGOSLAVIA 306,23 207,00 47,48 36,64 295,39 Iy - .
ALGERTA 386,42 130,00 223,92 77T 103,83 T T 306,33 45k el oy O
BAHRAIN 30,50 10,00 18,00 11,56 24,06 . 4.50 - ( gddAeerat
INDONESIA 247,63 260,00 . 0,09 " 0,00 325,00 445
IRAN 504,13 192,00 264,13 169,67 409,67 gfot0
IRAQ 176,81 109,00 40,56 26,05 162,30 723,
KUWALT 278,34 65,00 197,09 126,60 207,85 75044
LIBYA, ARAB REPUBLIC OF 270,10 24,00 240,10 154,23 184,23 72/ 306
HIGERIA . 330,89 135,00 162,14 104,15 272,90 ;29,04
UMAN 47,95 7.00 39,20 25,18 33,93 .
GATAR 26,36 20,00 1,36 0,88 25,88 23.48
SAUDI ARABIA 524,91 134,00 357,41 229,58 397,08 eyg.00
TRIMIDAD & TOBAGOD 104,25 63,00 25.5¢ 16,38 95,13 /oeC <
UNITED ARAB EMERATES 100,94 15,00 82,19 52,80 71.55 /o0, P
VENE ZUALA 869,91 330,00 ST.41 36,88 449,38 foy -
AFGHANLISTAN 25,19 37,00 W,00 0,00 46,25 LA
ARGENTINA 397.94 440,00 0,00 0,00 550,00 Flewdl
. BAHANAS 47,36 20,00 22,36 14,36 39,36 . ’
BANGLADESH 154,11 125,00 2,00 0,00 156,25
BARBADOS 23,36 13,00 el 4,56 20,81
BULIVIA 37.41 37,00 .0,00 0,00 46,25
BOTSWHANA 14.82 5,00 8,57 5,51 i1.706
BRAZIL 657,01 440,00 107,01 68,73 618,73
BURMA 53,71 60,00 B.00 0,00 75,00
BURUNDI 13,95 19,00 0400 0,00 23,75
CARERUUN 55,55 35,00 11,80 7,58 51,33
CENTRAL AFRICAN REPUBLIC 12,54 13,00 0,00 0,00 16,25
CHAD : 15,51 13,00 0,00 0,00 16,25
CHILE 276.92 158,00 79,42 51,01 248,51
COLOMBIA 178,90 157,00 C0,00 0,00 196,25 _
CONGO, PEOPLES REPUBLIC 21.95 13,00 5.70 3,66 19,91 -
COSTA RICA . 58,61 32,00 18,61 7 T\1.95 51.95 )
[ N . Y. N
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CYPHRUS

DAHGMEY )
DOMINICAN REPUBLIC
£CUALOK

EGYPT

EL SALVADOR
EQVATORIAL GU[NEA
ETHIUPIA
FI1J1
GABON
GAMBIA
GHANA
GUATEMALA
GUINEA REPUBLIC
GUYANA

HALTI
HONDURAS

INDIA

ISRaEL

IVORY COAST
JEAMAICA
JORGAN |

KENYA )
KHMER REPUBLIC
KOREA

LAUS
LEBANUN

LESUTHO

LIBERTA
MALAGASY REPUBLIC
HMALAW]

MALAYSIA

MALI REPUBLIC
MAURITAN]A
MAURITIUS
HEXICO

nOROCCO

NEPAL

-NICARAGUA .

NIGER -
PANAMA
PAKISTAN
PARAGUAY
PERU
PHILIPPINES
RRANDA
SENEGAL .
SIEHRA LEONE
SINGAPURE
SOMALTA

SRI LANKA
SUDARN
SWAZILAND
SYKIA
TANZANIA
THAILAND
Y060

TUNISIA

5l

<2&23fh,

vuu ul
1b,a8
710.59
63,158
252,32
ug,07
10,11
37.47
26,88
36,90
6,07
107,03
69,25
18,31
29.15
11,25
42,47
475,73
84,38
94,51
450,97
37.606
97,47
3005
379.717
6,87
116,57
. 1406
36,64
40,39
22,10
339,64
15.95
21,29
23.42
460,97
129,27
23,21
40,87
14,29
61,25
175,05
18,63
180,90
284,09
8,88
46,70
38,30
376,29
11,95
84,47
6B, U3
14,23
84,09
Tu,a07
263,60
17.38
64,56

/???’Q%q¢gég g@?&p@ﬁ

2b, 00
13,00
4%, 00
33,00
186,00
35,00
B,Gi
27.00
13,00
15,00
7.00
87,00
36,00
24,00
26,00
19,00
25,00
940,00
130,00
52,00
370.00
23,00
48,00
25,00
80,00
13,00
9,00
5,00
259,00
26,00
15,00
186,00
22,00
13,00
22.00
370,00
113,00
12,40
27,00
13,00
36,00
235,00
19,00
123,00
155,00
19,00
34,00
25,00
37,00
19,00
95,00 -
72.00 -
8,00
50,00
42,00

. 134000

15,00
48,00

11,91
0,23
16,84
21,.8b
17.32
a'}a
Uoll
3,78
10,63

18,15

0,00
. 0s0v
24,25
G006
4,15
0,00
11,22
0,00
121,88
29,51
0,00
8,91
37,47
0,00
279,717
w00
105,32
- 0481

0,39

7,89
3.35
107,14
L0000
5,04
L0.00
N 0‘00
.00
1.7%
7.12
000

16,25

‘,0 ‘00
U400
27,15
90,34
0,00
4,20
3,05
330,04
0400
5'0 Y 00
0,00
4,23
21,59
21,57
96,10
Le00
4,56

~
NS
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7,65
0,19
10,81
14,06
11,13
2.78
0,07
2,39
T 6,83
11,66
0,00
0,00
15,57
. 0,00
2467
0,00
7.21

T 0,00
78,29
18,96
© 0,00
5.72
24,07
0.00
179.7t
0,00

C 67,65

0,52
0.25
5,07
2.15
68,82
0,00
3,23
0,00
0,00
0,00
4,95
4,57
0,00
10,44
0,00
0,00
17 .44
58,03
0,00
2,70
1,96
212,00
0,00
0,00
0,00
2,72
13,87
13,85
61,73
0,00
2.93

?‘f’”

/30 15
16,40
blU,56
55,31

206,13
46,53
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September 3, 1974

MEMORANDUM

TOs Mr, Gold
¥r. Habermeier
Mr, 8turc

FROM: J. Marcus Fleming

SUBJECT¢ Duotd ;::;haea and SDR Substitution

-
-

/

A —

The attached paper represents an elaboration of some hints which
I let drop during the Board discussion of draft amendments on quota
increases., It seems to me important that the possible role of the
Substitution Account should be considered in this connection and this
is also one of the reasons why I think that an amendment facilitating
the setting up of a Substitution Account or Accounts is of considerable
and somewhat urgent importance,

Attachment

cet 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 of the gold position of the sﬁbscription 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 fé use in replenishment any gold it might
receive. The problem may be solved or alleviated by neﬁ 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 héve been carried into effect.
Draft amendments have been prepared in respect of payments or changes
in quotas, and it 1s hoped that these amendments might be brought into
effect in time to facilit;te the next quota increase. Accordiﬁg to these.
amendments, the 25 per cent of quota increase now payable in gold oply
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 raising 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 liquidi;y; payment of the 25 per
cent in SDRs would be,entifely satisfactory. SDRs can Ee 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 cﬁrrencies of "other
members" or from permission to the issuers o£ such currencies to pay in
their own currencies, wouid 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-

(:} ment of subscriptions, beyond 75 per Ceht; 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.

At this point it is useful to consider some quéntitative 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.

(a) The withdrawal of half the SDRs at present héid by participants
into the holdings of the Ceneral Accbﬁnt could be regarded as a serious
setback to the program of making the SDR the principal reserve asset and
encouraging 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 only 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.
(¢) 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 holdings 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 SDRs 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 repleniéh—

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.

(b) Reverse designation

Under this arrangement members having a relatively large stock of SDRs
might be designated to supply SDRs in exchange for convertible currency to
memberé in need of SDRs for the purpose of makiﬁg quota subscriptions, This
would be an operation analogous to the specification of an SDA participant
to provide SDRs to another participant to enable the iatter to pay interest;

charges, or assessments (Articls XXV, Section 5) or to fulfill its
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reconstitution obligation (Schedule G.l.(a)(iv)). It would require an
amendment to the Articles'of.Agreement. Such an arrangement might possibly
be objected to by countries that did not wish to be obliged to hold a

higher proportion of reserves in the form of currency.

(¢) 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 to make_duota subscriptions in SDRs.
Or, what comes to the‘same thing, the General Account could sell td the
Substitution Account for SDRs created for the purpose any currencies which
it received in subscriptions. Some of the modalities of a Subécription
Account are described in Annex 7 of the Outline. The organ there envisaged
is, of course, designed to assist in the implementation of asset settlement;
"as well as to facilitate fhe substitution of SDRs for currencies in national
reserve holdings for aAvariety of reasons., What is suggested here is a
restricted scheme for a particular purpose, which could, however; serve as
an expgrimental pilot operation for a wider use of the Account. |

Agreement regarding the interest and denomination of the claims reserve
centers that Wpuld 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 valuatidn of, and the interest payable on, SDRs.

Apart  from ité vélue as an experiment in the operation of a Substitu-
-tion:Account, this solutiqn.is preferable to éubscription in SDRs éupplemenged
by reverse designétidn, as described'above, in that it obviates a decline in
the importance of the SDR in national reserves, and preferable to subscription

in currenciés in that it better preserves the liquidify of the Fpnd.
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"Gold”{Portion of H&ﬁotheticai Increasesé/
‘and SDR Holdings of Fund Meﬁbersg/ﬁ

{In millions of SDR)

Hypothetical A SDR ~ Net

Country Quota Increase Holdings - Shortfall
(1) 2y - . (1)-(2)
United States - . © 1005 1819 =
United Kingdom © . 420 ‘ 594 ——
Austria A . 41 86 o
Belgium : : 98 548 : -
Denmark 39 ‘ 87 . —-—
France . s 225 124 . 101
. Germany ' o 240 1563 -
Italy 150 . 344 ‘ -
Luxembourg ' . : 3 7 -
Netherlands : 105 . 403 . —
Norway : : 36 88 ——
Sweden ' 49 - \ - 107 -
Canada . o 165 469 __ . ==
Japan . : 180 426 : . -
Finland A 29 .68 . -
Greece 21 27 : -
Iceland ’ 3 , 6 ! -
Ireland . - 18 40 o ——
Malta 2 5 : ——
Portugal 18 L ORE 18
Romania 29 6 23,
Spain : _ ' ©59° ‘ 129 -
Turkey ' , 23 291 ' -
Yugoslavia ’ 3L ' 41 . -
Australia : , 100 - 185 o : e
New Zealand 30 58 —
South Africa 48 1 Y
Argentina ' 66 75 e
Bahamas ‘ 3 » -k 3
Barbados 2 3 -
Bolivia 6 3 3.
Brazil : : 66 : 157 » —
Chile ' : 24 3 21
Colombia - , 24 25 -
"Costa Rica ' 5 -4 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 allocatlons.

#% Non-participant in the Special Drawing account.



. i Hypothetical - .8DR Net
,Country . Quota Increase ., holding Shortfall
(1) . (2) W=

Dominican Republic- 6 ' 7 -
Ecuador 5 6 ——
El Salvador : v 5 4 1
Guatemala 5 12 -
Guvana 3 4 —
Haiti 3 2 1
Honduras 4 5 -
Jamaica 2 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 L -
Iran , o 29 : 37 . -
Iraq 16 ' ‘ 20 ——

Israel 20 , 28 -
Jordan -3 8 .o
Ruwait 10 ‘ ‘ % 10
Lebanon 1 T w% ’ 1
Oman 1 1 -
Qatar 3 wk 3
Saudi Arabia 20 dk 20
Syrian Arab Republic 8 8 -
United Arab Emirates 2 % 2
Yemen Arab Republic 2 2 ——
Yemen, People's D.Rs 4 3 1
Afghanistan 6 . 5 1
Bangladesh : 19 ‘ * .19
Burma 9 10 ‘ -—
China C 1/ * --
Fiji 2" ' 1 1
India , 141 : 243 ——
" Indonesia : g 39 48 -
Khmer Bepublic 4 - 4
Korea . 12 ) 26 -
Laos 2. 1 4
Malaysia 28. 61 —
Nepal 2 2. men

1/ See footmote 1/ page 1.
*  Participants that have not received allocations.
*% Non-participant in the Special Drawing account.
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rCountry

Pakistan
Philippines
Singapore

Sri Lanka
Thailand
Viet-Nam
Western Samoa

Algeria

Botswana

Burundi

Cameroon

Central African Republic
Chad

Congo

Dahomey
Equatorial Guinea
Ethiopia '
Gabon

- Gambia

Ghana

Guinea

Ivory Coast

Kenya

Lesotho

Liberia

Libyan Arab Republic
Malagasy .Republic
Malawi

Mali

Mauritania
Mauritius '
Morocco

Niger

Nigeria

Rwanda

Senegal

. Sierra Leone

Somalia

- Sudan

Swagziland:
Tanzania
Togo
Tunisia

Hypothetical
Quota'Increase”

(1)

35
23

6
15
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=
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holding

(2)

24
24
*k
13
29
20
0.2
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Country

Uganda
Upper Volta
Zaire
Zambia

Hypothetical
Quota Increase

€y

17
11

SDR Net

"~ holding - Shortfall
(2) (1)-(2)
4 2
4 —
6 11
12 —

Total Net Shortfall 349(
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Mr. Pleming August 9, 1974
K. 0. Habermeier

Mooting_of the Conmittee of the Whole

1 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 comment, 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 prepared 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 Department.

2, Something should be said by the Chairman on the discussion about
calculations. I agree it 1s not necessary to make a negative comment on the
simplified formula. Nevertheless, the fact remains that no Executive Director asked
for further development of formulas.

3. New language appears on the shares of countries in the Pund which
follows a suggestion by Mr. 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 complete-
ness sake it is necessary to touch on the matter, and have, therefore, added a
statoment that we do not intend to issue a further paper on this at this time.

cc: Mr, Gold v/
Mr. Polak (upon return)



INTERNATIONAL MONETARY FUND
August 9, 1974

TO : Mr. Dale

FROM: W.0. Habermeier and J. Marcus Fleming

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 rcemaining discussion on the size of the Fund.

cc: Mr. Goid

27
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The Acting Managing Director DATE: August 9 19?4
’ »

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 with 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 size 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
Whole. You might care to consider something along the following lines.

"The last three meetings of the Committee 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 thereforec constitute a reasonable
increase in the size of the Fund in the context of the Sixth General Review.
On 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 presume that for this illustrative exercise
that the staff could werk with assumed increases in the Fund size of, say,

35, 50 and 75 per cent over the present total. [Of 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(stage?}

I would also suggest that a further meeting of the Committee be held

soon after the Board recess in early September."”



MEMORANDUM

TO: Mr. Habermeier July 31, 1974
Mr. Fleming

FROM: J. J. Polak

SUBJECT: Quotas

Thinking further about the various ideas put forward at yesterday's
meeting with the Managing Director I would see merit in the following approach
towards a tentative calculation. One of its characteristics is that the
special adjustment for the oil countries is made separately at the end,

l. Take a round starting figure, e.g., SDR 45 billiom.

2. Set aside for all developing countries, including the oil countries,
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 general 25 per cent increase, and any excess is distributed on the
basis of the simplified formula.

4. Apply the same formula to the developed primary producing countries,
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 its present quota
as is used for the LDCs.

5. Give the U.S. the same ratio of SDR 45 billion as it has of present
quotas.

6. This would leave as a residual the amount available for the other
industrial countries. It would be for comsideration whether one tried some
tentative distribution of this amount or would leave it to these countries to
sort this out.

7. Now apply a special addition for the oil exporters. This would
raise the total somewhat above the starting point of SDR 45 billion and would
reduce somewhat the percentages of the U.S5. and the nonoil producing LDCs. 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,

RRR
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& Office Memorandum

*TaRy

TO : Mr. Polak DATE: July 29, 1974

FROM : E. Su—ss;é#

SUBJECT/: Quotas /
—\.__//}v

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




[:} Calculated Quotas

(In millions of SDRs)

Array of / Singlezl
Formulas=" Formula—
(51,055.93) (51,011.18)
Developed Countries: 40,629.17 39,771.91
(79.587%) (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
(20.42%) (22.03%)
Major oil exporters: 2,833.78 2,973.87
(5.55%) (5.83%)
Others: 7,592.98 8,265.40
- (14.87%) . (16.20%2)

17 Defined as the calculated quota obtained from the array of formulas,
if that is larger than the 1971 quota; otherwise equal to the 1971 quota.

2/ Defined as the calculated quota obtained from the single formula,
if that is larger than the 1971 quota; otherwise equal to the 1971 quota.



1959

1965

1970

1959:

1965:

1970:

Quota Increases at General Reviews

(Billions of U.S. dollars)

Fund Size

1st Resolution
2nd Resolution
3rd Resolution

.4th Resolution

Fund Size

1st Resolution
2nd Resolution
Compensatory Financing

- FPund Size

1st Resolution
2nd Resolution

$ 9.2

4.4 (General)
.04
.52
A

$ 5.04

ot St N’

$15.88
3.83 (General)
.89 )
.49 )

5

$21.2 .

5.30 (General)
2.60

$ 7.90

Ratio of General Increases to Special

4. 42

;JQ
2.78

2.04

48%

10.87%

247
8.63%

25%
12.26%



@ Office Memorandum

TO : Mr. Polak DATE:July 26, 1974

SUBJECT : A Simplified Ap/roach to Quota Calcg\ptlons

FROM : J, Marcus Flemlng,

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.



Office Memorandum

To . : The Managing Director ' pate: July 25, 1974
FROM : R, J. Familtonm '

SURJECT : Quota Calculations

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 of various 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 formulas. 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 calculatioms.

cc: The Deputy Managing Director
Mr. Gold
Mr. Polak —
Mr. Del Canto :
Mr. Gunter
Mr. Toure
Mr, Tun Thin
Mr. Whittome




' DOCUMENT OF INTERNATIONAL MONETARY FUND AND NOT FOR PUBLIC USE

; : . , , EB/CQuota/Th/L
' M. J.J. Tolak
Room 9-320
; #11
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 guotas has been prepared by the staff for discussion

- by the Committee at a date to be announced.

Att: (1)

Other Distribution:
Department Heads




INTWRKATIOYAL NONLTARY FUND

The S*ze of the Eund 1n ?onjunctlon with General Rev1ews of Quotas

- Prepared by the- Research and Treasnrer s Departments
Approved by J. J Polak and R. J. Familton

July 25, 19Th

A general rev1ew of quotas prov1des an occasion not only to con51der

‘the distribution of quotas.but -also to assess the size of the Fund in the

light of develonments in the world economy and the Fund's experience in
providing balance of payments support. - The economic cornisiderations -

Wa&vanced in the assessment of the appropriate size of the Fund durlng fhe
Fourth. and Fifth Reviews. ere reviewed in the first part of this paper.

The second part is aevoted to a discussion of the considerations believed
to be pertinent to such -an -assesgsment as thej m;vnt apply to the current
Rev1ew. L e . R

Consideratlons advanced in past ?evzews

For the Fourth Rev1ew, the staff prepared a paperl/ reviewing:  the =
size of the Fund relative to gelected variables measuring the scale of
the world economy; Fund policy regarding waivers; the role of the Fund
in providing balance of payments support; and tne ability of the Fund to
prov1de needed resources wlthout recourse to borrow1ng. The salient .
p01nts uere.‘ : T s

(a) In 1963, international trade and national income were four times
as large as they were. at the time of Bretton Woods. ' Trade had increas sed
by 160 per cent .from 194T to 1963, whereas the size of the Fund had ’
douoled About half of the latter increase was attributeble to the
initial quotas of members 301n3ng the Fund after 1947 and to the subse-
quent guota increases of such members. -Quotas of countries that were
members at the beginning of 1947 had increased, in thé aggregate, by
only 48 per cent. Trade was. only one of the elements entering into the
consideration of the need for edditional liquidity. Fluctuations in the
value of trade supplied another element, and they had been smaller in
the post-war period than might have. been expected at Bretton Woods. On -
the other hand, short-term capital movements had become -a more important
feature of the international monetary ‘system and :also influenced poten-
tial demand for Fund resources.

(E?WAﬁﬁother clement shaping demand for Fund resources as well as
the ablllty of the Fund to meet. that demand was.the shift in relative
positions of the major countries sirce Bretton Woods., The countries of

1/ SM/Sh/QG, "General and Selective Tuota Tnoreases.”



continental Europe and Japan had grown rapidly and the Fund's holdings

of their currencies did not reflect their economic size. The United
States, the largest potential creditor in tie Fund, had become the largest
yotentlal borrover as well, ~ :

(c) The Fund's experience with waivers was citéd as an additional
consideration for judging the adequacy of Fund quotas, Waivers were
gssociated with the bulk of stand-by arrangements and of drawings not
assocliated 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 vather than at a rate of
one tranche a year for several years, was a’ ‘response to demonstrated needs
rather than an arbitrary applicatlon ‘of. tranche pol;cy.

(4) When the staff was preparing 5Mf6h/26, the then recently negoti-

ated support package for Italy consisting of $225 million in Fund resources

and $1 billion of resources 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 package deals vhich gave
them more, or longer-~term, financing than they could have obtained from
the Fund, another factor leading to the use of joint arrangements vas
that the Fund would have been unable to provide all the resources
required without employing waivers on an- unprecedented scale.

(e) There were several 1ndlcatlons that the" Fund’s holdings of
particular currencies, especially those  of continental Furopean countries,
were generally not adequate in the 1960-64 peried to meet potential
drawings. The General Arrangement to Borrow (GAB) concluded in 1962 was
a means of obtaining access to some of the needed currenciles.

The liquidity of the Fund was bolstered by the resources available.
through the GAB. TFor GAB participants, other than the United Kingdom,
the sum of their .existing quotas and GAB commitments suggested & possible
target to be attained through selective guota increases, namely, 50 per
cent of gquotas calculated for 1961 by using the Bretton Woods formula.
The application of that reference point to all Fund members' guotas led
to suggestions for selective increases totaling sbout $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 -

8 25 per cent general increese 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 wzth the Fourth Review were
also associated with.the Fifth Review. <The latter review was comnllcated
however, by the deliberations that were proceeding in parallel regardlng
the flrst allocation of SDRs. Whereas during the Fourth Review the
adeguacy of Fund quotas was examined relative to potential needs for

W/
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total ligquidity, during the Fifth Review a sharper distinction was drawn
between conditional and unconditional ligquidity. In accordance with the
amendments to the: Articles of Agreement: estaollshlpg the Special Drawing
faelllty9 a110catlons of SDRs were designed to adjust the level of global
reserves, whereas quota adjustments were ‘a means of alterlng glonal

condltlonal 11qu1d1ty._ C ' : :

Lt
A

The cons &eratlons than were. part of the Flfth Rev1ew are summarlzed
below- " C 4

(a) A;+hough a shqrp dlstlnctlon was drawn between condltlonal and
unconditional lzquldlty it was recognized that the one:could to 'some
extent serve the same “purpose as the other so_thet the need for one.was
not entirely 1ﬁdependenu of the avallablllty of the other. In analyzing
the role of each, type of liquidity in -the adgustment .process -within a
framework of 1nternatlonaily agreed p011c1es, ‘the staff concluded that a

Ydue relatlonshib between reserves and condltlonal liquidity needed to
be maintained.l

(b) In 8M/69/98, the staff noted that in the period preceding the °
Fifth Review, there had been a tendency .for the supply of conditional
llquldlty to increase in relatlon to reserves, . presumably having in mind:
that the ratio of aggregate Fund quotas to total reserves was substan-
tially higher during the 1966-68 period -than at any time prior to the
Fourth Review (see Chart 1). The staff thought that the tendency . .
reflected a slowdown or cessation. in reserve. growth, rather than accele-
rated growth in ‘the supply of condltlanal 11qu1d1ty._ In terms of the
ratio of 4uotas to 1mports-~whlch was advanced as an appropriate indi~
cator of the relative supply of cenditional liquidity--~the supply of
conditional liquidity had tended to decline,; as. seen in Chart 2. When
the ratio of Fund quotas to imports was caléulated at the time of the
Fifth Review for the Ll members that were members of the Fund in 1948,
the decline was even sharper«»from about 18 per cent to roughly 12 per
cent respectlvely, ' : : St

(¢) 'Although quota formulas have been used primarily as a starting
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 1~ev1sec’i Bretton Woods formula between 1962 and 1967
yielded. an increasé of 52 per cent in total caleculated Fund. guotas, from .
SDR 19.3 billion to SDR 29.4 billion. (The rates of growth of selected
variables are presented in Chart 3.) Furthermore, -there had also been
substantial iucreases in f1nanc1al transactlons not reflected in the
formula.

(d) The staff noted and discussed the apparent tendency toward .an .
1pcrea81ng proportlonaue use of credlt tranches. To the extent that thls,

1/ See 9M/69/98, "Rélaulonshlps ?etween Condltﬂonal and Uncondltlcnal A
Liquidity," as well as Annual Report, 1969, particularly p. 30.




tendency reflected a scale increase in the economic magnitudes underlying ./
countries’ recourse to the Fund, it was another indication of the need
for a general guobta increase.

{e) An increase in Fund quotas would provide the Fund with more
resources and thereby esnable it to provide assistance on a more substan-
tial scale. Fund drawings would accordingly be more attractive to 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 availeble 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 associstion
with the gold tranche drawings of Canada, France, and Denmark in 1968
and early 1969, and the drawing in the credit tranches of the United
Kingdom in 1968, recourse to swap facilities or Treasury credits had
exceeded the size of their respective guotas,

In the Fifth Review, unlike the Fourth the staff did not offer a
recommendation on an appropriate increase in the size of the Fund.
Executive Directors mentioned that in light of the results of the Fourth
Review it would be difficult to have a general increase in quotas of less (ﬁ\
than 25 per cent, An increase of 30 per cent, plus or minus 3 per cent, Kw)
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 Pund 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 appropriste potential demands on its resources. This
depends partly on the distrivution 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 ai.d quota increases, respectlvely, 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 guestion." (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, K_)
however, the judgment cited above would seem to hold.
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CHART 1

OF TOTAL RESERVES, 1948-73V
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CHART 2

AGGREGATE FUND QUOTAS AS PER CENT

OF GLOBAL IMPORTS, 1948-73Y

{In per cent}
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RATES OF GROWTH OF VARIABLES USED IN QUOTA CALCULATIONS

FOR THE FIFTH GENERAL REVIEW OF QUOTAS AND OF FUND SIZE
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Given. the relationship of” rawing‘riqhts to quotas and glven the
desire to minimize borrowing, the ulstrlbutloq of guotas among members
has a bearing on the size of the Fand. The more closely the relative.
quotas of members correspond, on the drawing side, to. the1r relative
potential needs for Fund fln&ﬂClqg and, ‘on the drawee side, to their
relative capacity to provide “emourges to the Fund, the smaWLer will .
be the size of the Pund that would be needed to meet a given potential
need for Fund resources.’ &ry 1mpvovement in these respects, even if.
achieved. through’ selective quota increases, w¢ll re*uce the extent to
which aggregete” quotas requlre to be incy edqed ’

The need for the types of conditional ligui dlty provided by drawing
facilities in-the Fund depends in part on general factors affecting the
need for international’ llquldlty in general, such ‘as .are considered in -
relation to the need for reserve creation, .and in part on the, factors

thet influence the oalance bctween "ondltlonal aad uncondltlonal llcugxdlty°

With these general considerstions in mind, the following 001nts seem
pertinent to arriving at a judgment on the approprlate size. of the. Fund
in the present Rev1ew.

(a) Forelgn trade, current account transactions, and natlonal in-
come are probably, among the available macroeconomic varlables3 tnose
most indicative of the scale of the @orld economy and mmst pertlnent to
the aporoprlate 5¢ze of the Find. S

Ideally, it might seem desirable to compare, fcr‘eaqh'of these vari-

ables, the magnitude that is likely to prevail over the 197L-T78 period
with that which has prevailed from 1969 to 1973, Forecasting so far
ahead, particularly where value aggregates are concerned is, howeve‘g

scarcely practicable. It therefore seems inevitable, as in past R°V1ews.‘

to calculate an appropriate gize for the Funa on tnn ba81s of the past
growth of these variabl es. -

In view of the acceluratlon that" has taken place in the growth of
these value agegregates, however, it would seem,pa“tlcalarly important
on the present occasion that the interval of comparison should be as -
recent: ag possible, even if it means foreg01ng tha use of flvewgear ‘
averages.

As can be seen from Chart L both world trade and current transmf
actions have almost doubled, over the five-year interval from 1968 to
1973, while world income has 1ncreased from 1967 to 1972 by TO per. cent,

In past; RevleWs it has been customary to discuss the approprlate
size of the Fund in the context of tiade comparisons elatlng to_succes-
sive quinquennial periods. As seen in Chart h,‘the'growth in world trade
and current account transactions from 1963-6T7 to 1968-72 was of the order
of TO per cent. The use of such quinguennial periods has the advantage
of smoothing out any abnormalities in the results for particular years

E—



and is very suitable for considering the relative adequacy of different
national quotas, It is, however, less satisfactory in considering the
growth of aggregate guotas 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 sav a continuation of the upward trend in global
payments imbalances that began in 1967 (see Chart S). Even larger im-
balances are expected to emerge in 1974, stemming from differential price
movements in international trade attributable to the rise in the price of
0il 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 subsequent 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 h,1 billion in Februsry 1970 (annual data are shown in Chart 6).
Moreover, between these two years the number of members with drawings
outstandzng in the credit tranches fell from 35 to 25 There has been
no recourse to the GAB since February 1970.

The reduced demend for Fund resources and other assistance reflects
in a large measure the sharp rise in global reserves during the 1970-72
periocd which enabled Fund members as a whole to restore credit tranche
positions and to establish access to private sources of finance, and
subsegquently put many countries in a position to finance deficits, to a
much larger extent than in the past, from owned assets and borrovlng
from private sources. ¥

(a) The demand for Pund resources is likely to increase, even if
there were a reversal of the trend in imbalances noted in paragraph (b)
gbove, particularly if countries deplete their reserves and other
resources in financing deficits in 197k and turn to sources of
conditional financing. Although the o0il facility is to be financed by
borrowing, recourse to the Fund to meet deficits over and above those to
be met by that facility may tax the Fund's liquidity to a considerable
extent. OStrain on the Fund's liquidity will be all the more likely, to
the extent that there is a pronounced shift in the geographical distribu-
tion of imbalances, with widespread deficits smong 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 relatively small quotas.
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CHART »

OVERALL BALANCE OF PAYMENTS DISEQUILIBRIUMY/

OF FUND MEMBERS, 1963-73

{In billions of SDRs)
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/ CHART 8
L TOTAL FUND CREDIT USE, 1948-73
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(e) Some of the factors, mentioned at (e¢) above, that have tended to
provide members with an alternative 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 meny Fund members
may be impaired by the adverse payments impact of the o0il price increases .
and by the downward tendency of other primery commodity prices.

(f) There will be additional demands on the Fund's ligquidity 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 may be given on the 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 SLR 75 million which is about the average of the
existing quotas of developlng countries that are not major oil producers;
(iii) that each country draws the maximum of 150 per cent of quota over
the three-year pericd in equal annual installments; and (iv) that repur-
chases are made in equal duarterly installments during the fifth through
eighth years. On these assumptions the total maximum amount of purchases
outstanding would be SDR 1.8 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 potentiel drawvings under the extended facility.

{g) To strike an appropriate balance between conditional and
unconditional liquidity is particulerly 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.



In considering this ratio, it should be borne in mind that in present
circumstances, when some of the disciple previously exercised by the par
value system of exchange policies and domestic financial policies has
been relaxed, considerable importance should be attached to the increased
leverage over nembers' policies which the Fund could achieve through a .
substantial increase in quotas. ‘

Concluding Remarks

An assessment of the approoriate size of the Fund is based on
quantitative indicators and judgment. The data show that during the
five-year period Since 1967, there has been a strong upward trend in
the scale of the world 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 ligquidity that .
developed over the years 1970-T72, together with the 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 develop~ a
ments, however, inbluding 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 inflation, point to
the likelihood of an increased need and demand for conditional liquidity
over the next few years.
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DOCUMENT OF INTERNATIONAL MONETARY, FUND AND NOT FOR PUBLIC USE

Mr. J.J. Polak

Room 9-320

#11
July 25, 1974
To: Senior Staff
From: The Secretary's Department

Subject: Executive Board Meeting Th/90, July 23, 197k

Annual Report, 197k

Staff Representatives: Schwartz, Blackwell, Humphreys -
Discussion: 3 hours . : .

The Executive Dlrectors resumed dwscu551on of Chapter .1 of the
Annual Report and suggested changes.

i S S 2

Decision taken since previous Board Meeting to be recorded in Meeting 7h/90

Executive Board Travel (EBAP/74/192)

* Precis for limited distribution; not basis for official action.
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B Hr. J.J Tolak,
»n; : ’x
i Rnam 9320
July 18, 1974
To: Members of the Committee of the Whole

on Review of Quotas
From: The Acting Secretary

Subject: Sixth General Review of Quotas - Quota Calculations II

. Attached is the second of two related papers on quota cal-
culations prepared by the staff; it presents guota calculabions using
the incremental approach. The previous paper (EB/CQuota/74/2) presented
caleulations on the basis of formulag used in the past.

: These papers have been tentatively scheduled for discussion
- by the Committee of the Whole on Friday, July 26, 197L4.

- Att: (1)

Other Distribution:
Department Heads
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INTERNATIONAL MONETARY FUND

fSlxth General Rev1ew of Quotas<— Quota Calculatlons II
{the Incremental Approadh)

Prepared by the Treasurer 8 Department and the
: ‘ Re%earch De}artment

Anproved'by R J Famllton and J J Polak

“ﬁﬂﬁqntxlijAz Julj 17, 197h
As redﬁeéted 5y thé“Eﬁééufivé Diréctoré éf thefFifst Méeﬁiﬁg 6f the
Committee of the Whole (April 15, 1974), quota calculations using the

.incremental .approach have been made and -the results are presented in this

memorandum

The calculatlons are upaated ver51ons of those o

4 EB/CQuota/Th/l (April 11, 197k), except that they reflect the use of a

larger number of formulas and a somewhat more elaborate procedure for

.'der1V1ng a single set of 1ncremental calculated quotas.

-zlncludlng the Bretten Woods formula.

As explalned in. EB/CQuota/Th/l (page 2), certaln technlcal problems
arlSe in the appllcatlon of the concept of 1ncrements to the nonlinear
multlpllcatlve Tactor, whlch ex1sts 1? some of the quota formules ,

_ These problems havé been avoided
by defining the calculated 1ncrement An quota ag ‘the dszerence between
the calculations made for the current Review using ddta ending in "1972

,J(see EB/CQuota/Th/Q) and-those made under the Fif'th General Review using

data; ending in 1967 (see SM/69/58) Calculated increments in quotas
derlved in .this manner under - dlfferent formula schemes Were each

:hadjusted .for. comparablllty, to sum to.SDR 20. l bllllon Whlch is the

dlfference between the total of calculated gquotas based on the Bretton

.. Woods formula, Eequced Set I for the . current Rev1ew and for the Flfth
-General Rev1ew.., Cee e

| 1/ The quota formulas are . essentlally of two types:~ llnear in which
all the variables are addltlve, and nonlinear, which contain the multi-

. 'plicative factor. (the weighted sum of “the variables multiplied-by 1 -plus
. the ratio of exports to. natlonal 1ncome) The concept of increment cen-

not be applied to the ‘nonlinear term w1thout changlng the structure of
the formulas. .
2/ The calculatlons cover 109 members for whlch quota calculatlons vere

‘Amade in connectlon with the Fifth General Revlew.‘ Merbers not included

ere China, and those listed on page 2, footnote 2, Whichwjdinea the Fund
since. that Review.. . O o . o

i
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A set of thirty-two calculated increments in quotas resulted for /
each menber from the use of sixteen formulss and Set I and Set II data.=
Ten of these calculations were selected based on five formulas and Set I
and Set II data in line with the calculations presented in Table L of
EB/CQuota/T4/2. These formulas are: the Bretton 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/Th/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 IIT,
IV, M4, and MT wusing Set I and Set II data. Calculated increments in
quotas were then added to existing quotas to arrive at the calculated
1ncrementa1 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 gbsolute approach
{Column C in Table 4, EB/CQuota/TL/2) are also shown in Table I. Three
points can be made regarding this table:

(1) The total size of the Fund on the basis of the single calculated
quota presented in Table 1, is SDR T41 million smaller than results from
the calculations presented in EB/CQuota/Th/2 (Column C of Table k),
because calculations for the 15 members that joined the Fund since the (i}
Fifth Reg}ew could not be made on an incremental basis, owing to the lack
of data.= For comparative purposes, these members have been excluded
from the calculatlons based on the absolute anproach.

(i1) After teking into account the adjustments noted in (i), the
total size of the Fund using the incremental approzch is sbout SDR 2
billion smaller than the size calculated under the sbsolute approach. As
explained in EB/CQuota/TL/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, 7hlle the opposite is the case for most of the
less developed countries.= The amounts calculated for the major

1/ The details of these calculations on an asbsolute basis and the data
used for making the calculations are to be found in SM/69/58 (May 8, 1969),
and EB/CQuota/Th/2 (July 15, 197h).
2/ These members are: Bahamas, Bahrain, Bangladesh, Barbados,
Equatorial Guinea, Fljl, Khmer Republic, Oman Qatar, Romania, Swa21land
United Arab Emlrates, Western Samoa, Yemen Arab Republic, and the People's
Democratic Republic of Vemen. 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
Approach to Quota Calculations (EB/CQuota/Th/1), pp. 7-10. —~
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industrial countriés (G-10) on the basis of the incremental approéch 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 lerger by ebout SDR l;6‘billion.

(iii) The difference between the two types of calculations “for the
other developed countries is small because the differences between the
existing quotas and the quotas calculated for these countrles in ‘the
Previous review were relatxvely small, and posxtxve and negeﬁlve dlf-
ferences tend to cancel out the net effect on thelr share. U

"Table 1. Comparlson of Shares of Different Groups of Members in
Calculated Quotas Besed on Incremental end Absolute Approaches

(In millions of SDRS)

o . _Calculated Quotas ~
Existing Calculete% Incremental approachi/ Absolute

Groups quotas  increases t (l) + (2) ° Tapproach
e . (l) . (2) . . - e
Group’ of Ten 17,595 15, 297} j;,;'_ 3‘2,‘892” - ’;f"‘36,519
(Per cent of total) (62.5) (71 Ry (ee)” v (70.7)
Other developednvi . o '.ﬂlg'w o S
‘countries - - 35315 2,339_”“j 5656 0 7 5,660
(Per cent” of total) (11.8)  (10.9) o () 0 (11.0)
Less developed i o S ' o
countries - | : 7,23&- 3,786 el 11,0210 - 9,b456
(Per cent of total) (e5.7)  (w.7) - 7 (22 2) o (18.3)
T Al coun‘brlesg-/ - 28,144 . relshey 0 b9,567 S 51,635

o

w/ Negative increases in quotas were treated as zeros for the purpose
of computing.the shares in columns 2 and 33 all countries w1th negative
increments are less developed countries (see Appendlx I).

_/ Excludlng 15 members which JOlned the Fund 31nce the Flfth Rev1ew

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 less developed countrles, as compared with
the calculations based on the absolute approach. However, .in terms of
the total calculated increases in quotas (SDR 21, ,423 million), . the pro-

"'portlonete share of the less, developed countrles (l? 7- per cent) 1s

Ch e
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considei7bly less than their share (25.7) in the total of existing
quotas., .

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 1957 data as presented in EB/CQuota/?k/l, notyithstanding the
addition 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 developing 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 countrieg . (GJ}O) is 66.4 per cent (compared with 66.5
per cent based on the 1957 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.

‘The 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, (:)
calculated quotas based on the absolute approach, i.e., those appearing
in Column C of Table 4 in EB/CQuota/7h4/2, 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
guotas to yield a size equal to that under the absolute approach,
changes would be needed in the individual guotas. 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

1/ 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 EB/CQuota/?h/2) The less developed

countries’ share in the excess of calculated quotas amounted to only

13.2 per cent of the total. <:>
2 See Column 3 of Table 1 above and Column 5 of Table 1B in

EB/CQuota/7h4/1.



| Table 2, A Comparison Between Calculated Quotas Based on
' Incremental Approach and Absolute Approach :

(In millions of SDRs)

1/ N R Calculated - Calculated anta~,' B Difference
Fund Members~‘-A o Existing Quota Increase. - Incremental -Absolute- ~ . Col. 3 - Col. 4

€D MMM ¢) MR ) B C RN,

United States - . = '6,?00' R 4,Q2lf 10,721 - 12,5120 C =L, 791
United Kingdom C . 2,800 . 1,082 - - 3,882 3,364 - +518
Germany o . S 1,600 0 0 T 2,518 0 . 4,119 4,910 - . =791
France - o U LL,500 T 1,505 - o 3,005 0 3,230 R ~225
Japan : oo T 2000 Al§f2*222'f,‘~;f; 3,422~ . 3,744 .0 ~322

Canada T e L1000 e, 012 2,112 . 2,334 -222
Italy oo o L0000 L0937 0 - 1,937 2,154 . ~217
India . S et B4 994 618 - +376
Netherlands E Lo 7000 849 Lo 1,549 14,705 - ¢ =156
Belgium and Luxembourg .. 670 . . 819 . . ‘1‘48Q o l,681 0 -152+

Australia =~ 7 U665 C L0384 .. 1, ﬂls co 8712 +147
_Argentina S0 A0 129 0 569 361 - . . +208
(:j$azil T 440 T 4500 0 89D So722 +168
pain ... -~ .. 395 -° 383 " . . 778~ 808 . . ~-30
Mexico s 370 e 202 572 534 438

Venezuela S ¢ 03300 g o113 o o 443 o 393 . +50
Sweden . o veisps o331 656 . - 927 - -7l
‘South Africa o T T 320 00 22D 540 566 - ~26
‘Austria L S 2700 70235+ ... 505 -1 R -+l
Denmark S -T260 ... 2100 - 470 837 . - -67

Indonesia = Co 2600 0 3600 - 296 ... 1890 . 4107
Norway ST 240 0 157 397 . 440 —432/
Pakistan oo 02350 =270 0 0 235 31 . +104~
Yugoslavia S T207 0 o 17300 oo 380 0 365 0 +15
New Zealand .~ - . 202 . 47 o249 . 216 +35 .

Iran .. 192 - 235 . 427 . 434 . L -7
Finland o190 0 - 141 0 - 331 365 -34
Egypt o oo . 188 27 o 215 . 176 ' +39
Malaysia = ©.. 18 61 247 248 o -1
Chile S S 158_ 91 e T 2490 219 T - 430

1/ The calculations cover 109 members for. which quota calculations ‘yere. made 1n
connection with.the Fifth: Genieral 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. o :



Table 2 (continued).

A Comparison Between Calculated Quotas Based on -

Incremental Approach and Absolute Approach <i>
(In millions of SDRs)
1/ Calculated Calculated Quota Difference
Fund “embers— Existing Quota  Increase Incremental Absolute Col. 3 ~ Col. 4
‘ €9) 2) (3) (4) (5)
Colombia 157 48 205 155 +50
Philippines 155 54 209 201 +8
Turkey 151 100 251 242 +9
Greece 138 104 . 242 231 +11
Nigeria 135 140 275 262 +13
Thailand 134 50 184 176 +8
Saudi Arabia 134 348 482 486 -4
Israel 130 123 253 232 21
Algeria 130 88 218 240 -22
Peru 123 37 160 157 +3
Ireland 121 79 200 199 +1
Portugal 117 113 230 257 -27
Morocco 113 47 160 125 +35
Zaire 113 71 184 149 +35
Iraq 109 64 173 164 +9<:>
Sri Lanka ag —— 98 58 +40
Ghana 87 19 106 72 +34
Korea 80 145 225 226 ~1
Zambia 76 117 193 194 -1
Sudan 72 4 76 50 +26
Uruguay 69 7 76 44 +32
Kuwait 65 170 235 263 -283
Trinidad and Tobago 63 11 74 68 +6
Viet-Nam 62 32 94 97 32/
Burma 60 -3 60 39 +21~
Jamaica 53 24 77 74 +3
Ivory Coast 52 24 76 82 -6
Syrian Arab Republic 50 16 66 55 +11
Kenya 48 25 73 74 -1
Tunisia 48 17 65 52 +13

1/ The calculations cover 109 members for which quota calculations were made in

connection with the Fifth General Review.

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 dlfference between the actual quotas and the

calculated quotas based on absolute approach.

Members not included are China, and those listed

O
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Table 2 {continued). 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) 4y - (5)
Dominican Republic 43 12 55 50 +5
Tanzania 42 15 57 52 +5
Uganda 40 15 55 43 +122/
Afghanistan 37 ~3.5 37 23 +14~
Singapore 37 130 167 209 42
Bolivia 37 8 45 } 29 +16
Panama ‘ 36 36 72 61 +11
Guatemala 36 19 55 53 +2
El Salvador 35 5 40 35 +5
Cameroon 35 12 47 39 +8
Senegal 34 : 7 41 35 +6
Ecuador 33 17 50 44 +6
Costa Rica 32 15 47 37 +10
Liberia 29 3 32 32 -
Ethiopia 27 9 36 33 +3
[ )
\.__daragua ‘ 27 6 33 29 +4
Malagasy Republic 26 8 34 33 +1
Cyprus 26 14 40 31 +3
Sierra Leone |, 25 2 27 23 +4
Honduras 25 N 10 35 30 +5
Libva 24 © 211 235 295 ~60
Guinea 24 1 25 13 +12
Jordan 23 7 30 26 , +4
Iceland 23 - 15 38 37 +12/
Mauritius 22 -1 22 17 +5—
Mali 22 7 29 i3 +16
Guvana 20 3 23 © 19 +4
Haiti 19 2 21 10 +11
Rwanda 19 3 22 7 +15
Somalia 19 - 1 20 3 +12

1/ 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
c§l$ulated quotas based on absolute approach.

7
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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
9 (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 29 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 6 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 <:>
Lebanon 9 37 46 97 -51
Gambia, The 7 1 8 4 +4
Lesotho 5 1 6 3 +3
Botswana 5 7 12 10 +2

1/ The calculations cover 109 members for which quota calculations were made in connection

with the Fifth General Review.

page 2, footnote 2, which joined the Fund since the Review.

Members not included are China, and those listed on



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 gquotas for Australia,
New Zealand, Greece, Turkey, and Yugoslavia are greater under the
incremental than under the gbsolute approach. Among the less developed
countries, the calculated quota of India under the incremental approach
is SPR 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 absolube
approaeh.

In the case of four members--Afghanistan, Burwa, 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. TFor 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 mewbers, 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'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
nonetheiess 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 and
actual quotas determined at the time of the last quota review, rather
than on changes in relative economic positions since 1967.

P
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APPENDIX |

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 SDR 20.1

BILLIONS.

COLUMN B - INCREMENTS IN QUOTAS DERIVED FAOM THE AVERAGE OF THE waEST TWO

IV, M4,

SDR 20.1 BILLIONS.

. CALCULATED ACCORDING TO FOUR REWEIGHTED AND MODIFIED FORMULAS
(SCHEMES III,

AND M7) EACH ADJUSTED TO YIELD AN INCREASE.OF

SET T CALCULATIONS - BASED ON IMPORTS, EXPORTS AND VARIABILITY OF EXPORTS

SET II CALCULATIONS - BASED ON IMPORTS AND EXPORTS OF GOODS AND SERVICES,AND
- PRIVATE TRANSFERS AND VARIABILITY OF RECEIPTS ON GOODS, SERVICES, AND
PRIVATE TRANSFERS.

COLUMN C - REPRESENTS THE HIGHER OF THE AVERAGES OF SET I AND SET II CALCULATIONS

UNITED STATES
UNITED KINGDOM
GERMANY

. FRANCE | .

JAPAN

CANADA
ITALY

INDIA -
NETHERLANDS

BELGIUM & LUXEMB.

AUSTHALIA
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

P —————

Bahrain, Bang

-

! Excluding 15 members which jo ned the Fund since the Fifth Review. These members are: the Bahamas,
?adesh Barbados, Equatorial Guinea, Fijl,
Unlted Arab Emlrates Waestern’ Samoa, Yemen Arab Republlc and the People's Democrat

IN A AND B.

PRESENT
© QUOTA

6700.
2800.
1800.
1800, -
1200.

1100.
1000.
940,
700.
870.

665.
440,
440.
395,
370,

330.
326.
320.
270.
260.

260.
240.
235.
207.
202.

192.
190.
188.
186.
158.

187.
186.
181.
138.
135.

134,
134,
130,
130.
123,

121.
117,
113.
113.
108.

g8,
87.
80.
76,
72.
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APPENDIX |
CALCULATED INCREASES IN QUOTAS UNDER INCREMENTAL APPROACH
: (IN MILLIONS OF SDRS)
"CALCULATED INCREMENTS IN QUOTAS
. . A B8 ..C
1 PRESENT B.W. REDUCED " AVG. OF LOWEST TWO HIGHER OF TWO
FUND MEMBERS QUOTA .SET I . 'SET II SET I SET II AVERAGES (A OR B)

 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. 146 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 8.6 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. 3.8 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 3.8
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 T3, 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
5 4.8 6.0 7.0 7.5 7.2

BOTSWANA

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, Romania, Swaziland,
United Arab Emlrates, Western Samoa, Yemen Arab Republic, and the People's Democratic Republic of Yemen.



MEMORANDUM
TO: Managing Director July 17, 1974
FROM: J. J. Polak

SUBJECT: A Simplified Approach to Quota Calculations

The quota calculations underlying the Fifth Quinquennial Review may
be considered to have suffered from two weaknesses:

1) they were based on a wide array of formulas, from which a member
could select the combination most favorable to it, subject to important con-
straints;

2) while some of these formulas included reserves and others not,
all included national income, which is a variable of dubious relevance and one
that raises serious difficulties of measurement.

An attempt was therefore made in the attached paper to test to what
extent 1971 quotas would have been different if a single much simpler formula
had been used. 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:l/

Number of

Countries
No difference 41
0 to 5 per cent difference 31
6 to 10 per cent difference 18
11 to 15 per cent difference 3
Larger difference 2/ . )
99

The simpler formula points up one major difference: it would produce
a substantislly lower figure for the United States. It has of course always
been recognized that formulas based on trade variables do not provide a

;j 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 countries included an adjustment under the compensatory
financing decision.



satisfactory quota for the United States; the same conclusion was drawn in
setting weights for the U.S. dollars in the basket. In the origiunal Bretton
Woods formula and in many formulas derived from it since, this problem has
been met by using national income in the formula with considerable weight.
The question may be asked whether it is still necessary to use an initial
formula approach to the quota for the United States (which in any event is
decided by negotiation), and hence whether a single simple formula might not
be used instead of an array of more complicated formulas.

Ve may want to decide im 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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DRAFT/E.C. .Suss/dyly .16, 1974

A Note on the Calculation of Fund Quotas

Introduction

In SM/73/27511 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.zj -In the light of these findings, this papexr 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@) was computed.gj vThisocalculated quota was
compared to the actual 1967 quota (Q67) and if it was larger than the 1967
quota, an excess (E) was calculated as the differencé, E = (Qc - Q67)‘ The

total excess (Ef) of calculated over 1967 quotas was obtained by summing all

~ positive differences. The suggested quota (QS) was then computed for each

member as:

1/ 8SM/73/275, "Statistical Formulas Explaining Present Fund Quotas."

2/ s¥/73/275, p. 1l.
3/ The calculation of §, was a complicated and involved choice among an array

of formulas. See SM/73/274, p.13.
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QS = 1'25967 if Qa < Q@?
- . E : )
= 1.25Q67 + ET x §5,000 if Qc > Q67

Al

The general increase of 25 per cent and thg amount of aggregate special
increases of $5,000 million were determined through negotiations. The
suggested quotas,(with a few exceptions, notably the G-10 countxies;j) became
the 1971 quotas. 4

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 applying ;he previously described mgthod—
ology. |

The formula that has been selected to calculate quotas is:g/

Qa = 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
couﬁtries; the sum of the 197; 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 formula, a set of suggested quogas (Qs) are calculated following
the procedure described above. The total excess of.calculated over 1967 quotas
ﬁ%r) is §8783.7 mil;ion, of which $2288.3 million are distributed as special

increases. The amount of aggregate special increases was determined by imposing

lj Belgium, Canada, France, Germany, Italy, Japan, Netherlands, Sweden,
United Kingdom, and the United States.
2/ 8M/73/275, Table 2, p. 8.
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the constraint that the sum of the suggested quotas-be $28.2 billion. ,Thﬁs,
the suggested quotas (QS)‘arg given by
- Qg = 1-25G,, it 4, < Gy

. 8. -8
- e 67
= 1.255, * —grez7

x 2288.3 if Qa > ng
These suggested quotas were then rounded according to the procedure adopted
at the Fifth General ReQiew.i/

The results of these caleulations 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.zj Column (2) shows the suggested quotas obtained using
the single formula,

A comparison of the results obtained using this single formula with those
obtained using the combination of formulas yields,seyeral observations. First,
columns (3) and (4) show that, éfter,rounding, the ‘quotas of 41 members are
identical with their quotas oﬁfained in the 1969 Quota Review. Second, the
number of countries receiving special increases does no; difﬁer significantly;
using :his,singlg formula, ?4‘co§ntries 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

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. (This added $123 million to the total).

2/ Executive Board Decision No. 1477-(63/8), February 27, 1963.
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REN Table 1. . 1971 Quotas and New Suggested Quotas
N
1971 Suggested [Rounded = _ Percentage
Country o . Quota 1/ . Quota 2/ _ ‘ Quota.3/: , Error 4/
Afghanistan ' | 37 ' 36 37 0.000
Algeria ' 130 : 117 118" S -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 Y. © ~3.571
Central African Republic 13 ‘ 12 .13 0.000
Chad 13 12 . 13 0.000
Chile 158 158 159 _ 0.633
Colombia 4 ‘ 157 . 156 : 157 0.000
Congo, People's Republic 13 : 13 14 7.692
~~Costa Rica .32 - 32 33 3.125
' Jyprus 26 ‘ 26 27 3.846
_Jahomey ‘ o : 0.00
U | 13 12 13 0.000
Denmark 260 - 270 _ - 275 . 5.769
Dominican Republic © 43 43 R 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 S 27 25 . 26 o ~3.704
Finland , 190 191 ‘ 192 o 1.053
Gabon 15 13 ‘ 14 : ~6.667
Gambia , 7 6 7 _ . 0.000
Ghana ‘ ' - 87 86 o 87 ) 0.000
Greece - o 138 - 141 142 o 2.899
Guatemala | 36 34 C 35 - -2.778
Guinea . . 24 23 ' 24 _ 0.000
Guyana - S Co T 20 0 19 . : 20 : © 0,000
Haiti o 19 18 19 ' 0.000
Honduras T 25 24 - 25 0.000
l/‘_\




. K v,

Table 1 (Continued). 1971 Quotas and New Suggested Quotas

- 1971 . Suggested © Rounded Percentage '
Country Quota 1/ Quota 2/ Quota 3/ Exrror 4/
Iceland . 23 21 22 " ~4.348
India . 940 937 ' 940 ' 0.000
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 o121 ~ -6.923
Ivory Coast , o 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
Tdberia - 29 . 26 27 -6.897
i ibyan 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 0.0060
Malta 16 13 o 14 -12.500
Mauritania 13 12 A 13 © 0.000
Mauritius : .22 21 S22 ' 0.000
Mexico ‘ - 370 337 340 - ~-8.108
Morocco ' 113 . 112 113 - ‘ 0.000
Nepal 14 12. ( 13 . -7.143
New Zealand ’ © 202 207 ' . 208 2.970
Nicaragua ' 27 26 27 ‘ 0.000
Niger 13. 12 . ' 13 0.000
Nigeria . 135 .. - 134 135 A 0.000
‘Norway - 240 ° 239 240 o 0.000
Pakistan 235 . 235 236 - 0.426
Panama . : 36 36 37 2.778
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. Table 1 (Concluded). 1971 Quotas and New Suggested Quotas

1971 vSuggeSted Rounded Percentage

Country .. Quota 1/ - Quota 2/ Quota 3/ " Error 4/
Paraguay : .19 18 19 & 0.000
Peru ' ' 123 119 - 120 , -2.439
Philippines 155 7/ ‘ 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° -1 -12,903
Somalia 19 18 19 +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
- Thailand ' 134 © 132 . 133 ~0,746

! fogo - 15 13 oo 14 - =6.667
. JIrinidad and Tobago .63 62. o 63 0.000
' Tunisia , o 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 2315 -+ =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 percenmtage error is defined as (Rounded quota = 1971 quota)/1971 quota * 100.
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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 quotas of the G-10 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 countrles obtaln from the s1ngle formula and

the array of formulas are glven in Table 2. For seven of these 10 countries,

 the single formula yields higher calculated quotas and for two (France and . ~

Japan). the result is slightly lower. The major difference is for the Uni@ed

States. This is as might have been expected; 'a formula cohtaining only trade

.variables, while it may be reasonably satisfactory for other countries, cannot

properly fgflect,the écononic veight of thernited‘Statestdr;thé foié‘df the
dollar. 7
The average percentage error;/ between the new quotas obtained using the
single formula and the "1971 quotas" is 6.1 pér cent., 'The average percentage
error associated with major country groups is;
'industrial countries‘(dther.than G=10): : = . 4.9 ?efrcent;
Other developed countries: o ’ 5.3 per cent;
| Developing countries: -
Major oil exporters: ' - . 11.7 per cent;
Others: 5.5 per cent.
The distribution'of,rounded quotas under the simple formula and the 1971
quotas by major country gtoups is given in Table 3. In this table it is

assumed that the G-10 countries would have received the same quotas, whichever

formula was used for all other countries. It can be seen that the distribution

l/ The average percentage exror is defined as the square root of the sum of
squared percentage deviations of the rounded quotas from the "1971 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.8. dollars)

Calculafed Quota Suggested Quota

Single  Array of ‘ Single  Array of
Country 1971 Quota formula jfdrmulas; ‘ermula “wio;mu1§§m~
Belgium/Luxembourg 674 -~ +1,049 - 801 | | 710 720
Canada | | 1,100 1,445 ‘1,316 | 1,109 1,196
France 1,500 . 1,754 | 1,805 o 1,432 1,617
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 .' ' ?00 . 1,139 861 ' 811 | 810
Sweden 325 666 590 . 396 453
United Kingdom 2,800 2,419 2,229 | 3,050 3,050
United States 6,700 4,685 8,496 ‘ 6,450 8,012
4

Julxﬂg, 1974

i

i
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Table 3. Distribution of Quotas by
Major Country Groups
1971 Quot&;/' RoundEdQuotagj
(In_per cent)
United States & _ ’
United Kingdom s 33.7 33.7
Other Industrial Countries ' 31.4 - 31.5
Other Developed Countries 9.0 : - 9.0
Developing Countries
Major oill exporters 5.2 5.1
Others 20.7 ' 20.7
{/"\
A - 1/ 'See footnote 1, Table 1.

gy See footnote§3} Table 1.
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of the new quotas is not significantly'different from thé distribution of the
1971 quotas. The industrial countries' share in’the total of quotas is
increased by 0.l 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 the:vb

resulting quotas .or the structure of Fund quotaé.' The formula that has been
suggested is a simple one and the variables included in iﬁ 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,éj

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‘tha;~thé,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 of 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.
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TO ¢  Mr. Polak DATE: July 16, 1974
FROM : Esther Suss'JA
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 Formulas 1971 Quotas
(50,286) (50,251) (28,619.4)
Developed - o
Countries: 38,419 76.40% 38,891 77.39% 21,080 73.66%
Industrial: 33,665 66.957% 34,495 68.65% 18,345 64.10%
G-10 32,005 63.65% 33,115 65.907% 175575 61.41%
Others: 4,754 9.457 4,396 8.75% 2,735 9.56%
Deveioping
Countries: 11,867 23.60% 11,360 22.617% 7,539.4  26.34%
0il 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)*100.

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.

ITI. 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.



New Zealand Burmg * Gambia *
Argentina * India # Ghana
Bolivia * Indonesia * Guinea Rep. #*
Colombia % Khmyer Rep. Lesotho

El Salvador Laos *% Malawi
Guyana Pakistan *° Mali *
Haiti * Sri Lanka * Mauritius *
Paraguay * : Western Samoa Niger #
Uruguay * Burundi * Rwanda *
Egypt #* Central African Rep. ¥* Sierra Leomne
Yemen, Arab Rep. #* Chad * Somalia *
Afghanistan * Dahomey #* Sudan *
- Bangladesh * ' Equitorial Guinea Togo *

Upper Volta *

In addition, Morocco does not receive a special increase when the single
formula 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%7 when the array of formulas is
used to 3.62% when the single formula is used.

ce: Mr, Taplin
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TO : Mr, Polak pATe: July 16, 1974
FROM : R, J. Familton&

susJecT : The Size of the Fund

I offer the following comments on the draft paper, most of which relate
to the second 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"

"pointing 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". 1In the last line of the
middle‘paragraph on page 3 we make the figure 30.5 per cent, not 33 per cent.

The second part leaves me with the 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
this will remain the case over a somgwhat longer period. In this connection,
I would suggest expanding the second 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's, liquidity, measured in terms of the Fund's
own holdings, may come under strain because of widespread deficits among
members 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 the ,paper 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, voting 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 jincreased 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 ireasons, in particular that undue reliance
on borrowing may not only delay 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."





