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I. Introduction 

At its meetin< in b!ashington, U.C.. on SepteoBrr 25, 19h3. the 
Interim Committee considered the subject of the access to the Fund’s 
resources after the quota increases under the Eigtlth C;rneraI Krvitlw 
hrcame effective. The Cumwittee rrquested the kecutivc: Ward tu take 
the necessary action 3s soon as possible in order to inptemrnt its 
conclusions concrrnint: the extension uf cne enlarged access policy and 
the criteria for access in individual cases. The Committee also asked 
thr Erecutivr ijoard to consider tte access limits to the special facili- 
ties ioltowinv the effective date of the l:ighth General t&view. 

The Interim Committee concluded that access tu tie t’und’s ~e~~urceb 
under the enlarged access policy during 155: should be 5uDjec.t Lo annual 
limits of IO? and 125 percent of tjuota, three-year Ilmits of Ji~lb and 

375 percent of 4uota. and cumulative Limits of LiOtc and 51~1~1 prrcent VL 
quota, dependinlz on the seriousness uf the member’s balance uf payments 
nerd and the strength of the adjustnent effort. Tllesr Limits would br 

examined in conjunction with the reviews uf the eniar+,& access policy 
itself. AS at present. the Fxecuti\v ij~ard would retail) the tlrxibilic) 
tn approve stand-by or ezxtended arrdng.cwnts tar alwlliltb dDO”r tne dCSt2bh 
limits in exceptiondl circumstances. .uso as at prusellt, itw dnrlual 
and triennial access limits would not be regarded as targets. but 
within these limits the amount of accesb in individual cases stluuli 
vary with the circumstances oi the nrtier in accordance witlr criteria 
established for ttsis purpose by the Executive 6oard. fhis k,apcr pro- 
poses such criteria for adoption by thr doarll. Cur.lpaniu!i p~;~p?rs dell 
with the extension of the enlarged access potic;; itself, tnc .in,pliti- 
cation of the administration of enlarged access. and the access IlniLs 
for special facilities. 
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11. Considerations Governing Amount or Access 

Under the decision on enlarged access, a request for the Fund’s 
resources will be met only if the Fund is satisfied that the payments 
imbalance that the member faces is large in relation to its quota. that 
the member’s financing need from the Fund exceeds the amount available 
to it in the credit tranches or under the extended Fund facility, and 
that its prohlem requires a relatively long period of adjustment and a 
period of repurchases longer than three-to-five years. The decision 
further states that the period of a stand-by arrangement involving 
enlarged access will normally exceed one year and may extend to three 
years ) and the period of an extended arrangement will be normally 

three years. In practice the Fund has considered successive one-year 
stand-by arrangements, formulated within a medium-term strategy of 
steady progress toward a sustainable balance of payments position to 
be consistent with this decision, when the amount of the arrangement 
is greater than that available in the credit tranches. 

The considerations that need to be taken into account in determining 
the amount of access in individual arrangements and current practice on 
access have hew discussed in recent staff papers, in particular in 
EBS/83/132 (6/27/83), and may be briefly recapitulated here. The first 
important consideration is the member’s actual or potential need for 
resources from the Fund, taking into account other sources of financing 
and the desirability of maintaining a reasonable level of reserves; in 
no circumstances can access be greater than this need. ‘The Second 
important consideration steas from the need to preserve the revolving 
character of the resources that the Fund provides, i.e., the ability 
of the member to service Its indebtedness to the Fund. In determining 
the case for Fund support and the amount involved, the timing and 
extent of the expected improvement in the member’s balance of payments 
are relevant factors. It follows that adjustment policies in supp”rt 
of which the Fund’s resources are to be used must be designed and 

implemented in such a manner as to lead to a strengthening of the 
balance of payments by the time the repurchases begin to fall sue and 
of a sufficient extent to allow the member to make the repurchases 
without strain. Finally, the amount of the meher’s outstanding use of 
Fund credit and its record in using Fund resources in the past must enter 
into the judgment on the appropriate scale of further use of the Fund. 

IUnder the policy on enlarged access, repurchases of borrowed resoui-ces 
begin three-and-one-half years after the purchase, whether under a stand-by 
or extended arrangement. Kepurchases of ordinary resources under a stand-by 
arrangement must be made during the regular 3 to 5 year period after the 
purchase, while repurchases of ordinary resources under an extended arrange- 
ment must be nade during a 4 to 10 year period after the purchase. For 
stand-by arrangements, it should therefore be expected that substantially 
all adjustment measures would be implemented at an early stage and there 
would he sipniiicant progress to halance of payments viability by the end 
of the three years, in order that repurchases could be made as scheduled. 
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To ensure that the program allows repurchases to be maae, a balance 
of payments projection well into the repurchase period must show that 
prof:rrss toward a viable balance of payments position is bring achieved. 
This can be indicated by a diminishing need for exceptional finance in 
~eeneral) an? that to be provided by the Fund in particular, over the 
period. The policy measures already in place or being introduced must 
be cwnmensurate with those needed to continue this pr~jgrrss at the 
required rate. This subject is discussed in the recent paper reviewin& 
upper credit tranche stand-by arrangements and conditionality (EB~/63/115, 
I ~IILllfi3). 

These basic principles have to he applied in a flexible way because 
nf the great variety of the member’s circumstances and the uncertainties 
that attend economic projections and progrramning. Access at or close to 
the annual limit of 1112 percent of quota is justified where the member’s 
outstanding use of the t’und’s resources is not large, where the member has 
undertaken a comprehensive adjustment program adequate to bring about a 
rapid turnaround in the balance of payments, and where the Fund is satis- 
fied that on the basis of the member’s past record and its present circum- 
stances, it has the ability and willingness to implement the program. 
The Fund support might appropriately he given in the form of an extended 
arrangement in some oi these cases. Substantial rund rinancing ruay 
frequently he a critical element in restoring confidence of the inter 
nationa. financial community in the policies of the country and thus 
reviving capital flows. 

In these cases where the member has an especially large need for 
financing from the Fund, and where, based on all relevant information, 
the strengtta of the adjustment effort is such that the balance of payments 
improvement will be quick. sufficient, and durable, Fund financing coulo 
e:xceed the IU2 percent limit and reach up to the 125 percent limit. 
tl”re”vrr. as reaffirmed by the Interim Committee, the Cund should have 
the flexibility in exceptional cases of going beyond the latter limit. 

The Fund has recognizrd that even full implementation of a program 
or pro~:fdms may not necessarily guarantee the achievement ot the desired 
balance of payments outcotnr; moreover. even if the outcome were to turn 
““t tco be fully as planned, new problems could arise before repurchases 
wet-e completed. calling for a supplementary adjustment effort. The 
Fund should continue to have the flexibility to provide financial 
support in these circumstances. even though this might prolong the 
period of use of its resources by a melther. This policy approach is 
implicit in thr fact that the cumulative limit allows additional Funa 
financing evils wten a mrrti,er has obtained the maximum possible mount 

of support fi>r a period of three years. 

‘Tterr are also circumstances wl~re it is clear at the outset that 
thr adjustment period will have to be stretched beyond three years. 
In these cases Fund support should normally be in the form of successive 
shot-trr term stand-by arran!:ements, each arrangement bring formulated 

l within the framrwork (of a medium-term strategy of balance of payments 



adjustment. 1” view of the possible association of the I;und over a 
number of years, Fund financing in each indiviuual year should “e in 
moderate amounts. that is, well helow the limit of 1U2 percent. i~,“re”ver, 
such supp”rt must be associated with the prospect of a significant rrduc- 
tion in balance of payments pressures within a reasonable period so that 
the me&et will he in a position to make the repurchases on schedule dnd 
in less straitrned circumstances than when the corresponding drawings 
were made. 

In a quite different category are situations where the Fund’s 
role is likely to be primarily that of a catalyst. The weakness of a 
member’s balance of payments may he suctl that it is questionable whether 
a sustainable position n”t requiring exceptional finance can or achieved 
over the medium term. A principal factor causing this weakness is 
often the existing burden of debt service. In some of these cases the 
debt service problem may be due in part to the large outstanding use 
of the Fund by the member and further substantial purchases irolu the 
Fund would only aggravate the difficulties. In other cases, a suh- 
stantial improvement in tile balance of payments may call for tundamental 
economic changes which cann”t be achieved within a medium-term time frame. 
In all these situations Fund financing on a limited scale is justifira 
if the member is taking appropriate steps to deal with its situation 
and such support will maintain the confidence of other creditors. 
The great hulk of the external financing must normally be provided 
on appropriate terms from s”urces other than tte kund. If sufficient 
external financing cann”t be obtained, the Fund cannot he the residual 
source of finance, and there would thus be no basis for the Fund to 
support the adjustment program. The amount uf the iinancing need that 
can be met from the Fund must he closely related to the expected rate 
of improvement in the overall balance of payments, and there should bc 
a clear prospect of the member making net repurchases with a view to 
restoring its credit tranche position, thus preventing the use tof Funu 
resources acquirin,? a semipermanent character. 

III. Distribution of Amounts of ~ccrss 
and Financial implications 

The recent practice in determining am”unte ui access broadly reflects 
the application of the principles drscrihed above. In LUS/ti3/l32 (t&view 
of the Policy on Access to the Fund’s Krsuurces-%enrraL Considerations), 
p. 9. a table was presented showing rhr annual fate of ~ccrss in St2nd-b; 

and extended arrangements in t952 and IYnl. Table 1 below sl~ows an 
updated and revised version I”f that table. The actual TLL~C.S uf access 
in the coursr of IY8$ will depend “f c”urse “11 tile particular countries 
that request the use of Fund WSOUI-C~S, thri L- circumstances, and ttw 

quality of their adjustment pr”grrams. 
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Table 1. Annual Rates of Access, lY82-83 11 - 

Percent of Corresponding Range Number of Programs Total in 
Quota Under New Limits 19k2 10113 ‘I’” Cal Percent 

135 - 150 92 - li~2/125 5 7 12 22 
105 - 134 72 - 91 5 8 13 24 

90 - 104 62 - 71 2 b 8 15 
75- 89 51 - 61 7 0 13 24 
45 - 75 31- 50 3 4 7 13 

Below 45 Below 31 1 u 1 2 
m x T-4 1uu 

L/ Covers all stand-by and extended arrangerents approved between 
January 1, 1982 and October 18, 1Y83. Arrangements are classified 
according to the date of approval and with the total amount as a 
percent of quota Prorated over twelve months. 

The area departments have provided indications of possible arrange- 
ments with countries in 1984, in light of the adjustment measures 
envisaged and members’ willingness to enter into programs with the 
Fund. The indications by the area departments suggest that the need 
for financing members’ programs in lY84 beyond the annual access limit 
of 102 percent of new quotas is likely to be limited to a relatively 
few cases, though this could change in the course of the year in the 
event there was an unexpected deterioration in some members’ balance 
of payments positions. 

The country-by-country estimates on the size of arrangements 
based on the new access limits, taking acc”unt of probability factors, 
suggest an aggregate commitment to developing members of close to the 
same amount (SDR 3 billion) for the first four months of lYti4 as 
indicated in the last liquidity review (EBS/83/17U, August 12, 1983). 
The estimates for the rest of 1984 for the same group of members would 
suggest commitments under arrangements of slightly in excess of SDK 3 hil- 
lion so that the total indicated by area departments for arrangeolents 
concluded in 1984 after the new quotas come into effect is in the order 
of SDR 6 billion. The hulk of new arrangements with developing members 
is expected to be in the form of stand-by arrangewents rather than 
extended arrangements, and most of them are likely to be fur one year 
in the first instance. 

Some developing countries may also seek augmentation “f their 
existing arrangements on the basis of new quotas, but it is unlikely 
that the amounts involved would be large. This is partly because there 
may n”t be the balance of payments need and partly hrcausr the relatively 
high level of actual or projected holdings for the Fund of s”me members’ 
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currencies leave little room for augmentation under the new limits. L/ 
On present indications it is unlikely that augmentation of existing 
arrangements would amount to more than about SDR 1 billion in LY84. 
The total of commitments to developi”g countries under arrangements con- 
cluded in 1984, including augmentation of existing arrangements for d 
few countries, should thus be estimated to be in the order of SDR 7 bil- 
lion. 

Although no commitments are as yet indicated for industrial coun- 
tries, the external overall financial positions of some of these coun- 
tries remain weak and some of them may need to supplement other financing 
with use of the Fund’s resources. While no estimate for use by a GA8 
participant has heen made, it may be prudent to continue co provide 
for use by the smaller non-CAR industrial countries in the oraer of 
SDR 2 billion for 1984. 

It, therefore, appears that coumitments under arrangements to 
all members in 1984 could be of the order of SDK 7-9 billion, unless 
there were significant additional commitments to relatively large 
industrial countries. ‘This compares with SDR 9 billion that was 
estimated at the 102/41@ access level in EBS/tt3/133 (“Keview of the 
Policy on Access to the Fund’s Resources - Financial Considerations”) 
for developing countries ii1 19%~ in addition to SDK 3.5 billion 
provided for use by smaller industrial countries in 198i through early 
1986. The main reasons for the downward revision of use by developing 
members in 1984 are (i) augmentation of existing arrangements are now 
estimated ta be less than previously and (ii) several countries that 
were formerly included are now not expected to use the Fund’s resources 
in 1984 or are included for smaller amounts of use in 1964. 

As regards the financing of this rstircated range of SIJK 7-9 billion 
for new commitments in 198:. a relatively large use of ordinary resources 
is estimated, particularly at the lower end uf the range. This arises 
mainly because access to ordinary resources will be increased with the 
corninK into effect af new quotas and because many new arrangements in 
1984 are expected to amount to considerably less than 1iJZ percent of 
new quota. As a consequence, the Fund’s holdings will not exceed the 
equivalent of quota in the credit tranches or 14U percent of quota for 
some countries; it is after that point that only borrowed resources 
are involved in financing arrangements. ln several instances successor 
arran~rmrnts will probably be concluded in lY85 and 1986 and at tnat 
time the proportion of borrowed resources will be larger thereby 
increasing the amount of borrowing needed by the Fund. In the light 
of the above considerations. the “red for new borrowing to cover commit- 
ments in 1984 are estimated to amount to the order of SDK 2.5-4 billion. 

I/ Any augmentation based on new quotas that might be proposed would 
br on a case-by-case basis and would be justiEied using the same criteria 
as apply to any other use of Fund resources; it would not solely be for 
ttlr purpose of changiin~ tllr mix of ordinary and borrowed resources. 
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This includes at the h&her end a provision kor commitments of borrowed 
resources in augmentations and in arrangements with smaller industrial 
countries. This estimate of the borrowing needs for lY84 is as usual 
subject to uncertainties as regards the timing and amounts of arrange- 
“tents. 

IL’. Small-quota, Low-Income Countries 

Faragraph 5 (f) of the Interim Committee communiqu: stated that: 

In implementing its policies on access to its 
resources, the I’und should be particularly mindful 
of the very difficult circumstances of the small- 
quota, low-income member countries. 

In the paper reviewing ttle Fund policies on minimum quotas 
(EB/Cc.ntota/82/1?, 1 Z/I 3/S?), quotas of SDR 25 million or less were 
considered to be small. After the new quotas become effective, the 
22 memhcrs shown in Table 2 will fall into this group. 11 All except 
four <of these had per capita GNP of less than lJSSl,uluU in lY8l. 1 he 
members listed account for about a quarter of the Fund meolbers with 
per capita GNP below this thrrshhola. Twelve of the listed countries 
are classified by the United Nations as “least developed.” blany of the 
countries are small tropical islands, wllich are the subject of a paper 
now under preparation. 

The listed countries have on avera,:r nade less use uf the Fund’s 
resources than other non-oil developins countries. At the end of August 
lYs3, the outstanding USC of Fund creait by these members was b4 percent 
of quota, compared with 154 percent for all non-oil developing countries. 
.About half of the USC of Fund resources by these councrirs has been in 
the form of compensatr~ry financing purchases, while fur all non-oil 
devrlopinp countries the share is .about a quarter. The list includes 
9 of the 27 non-oil developin:< member countries for which the Fund’s 
holdings of currency are below quota. Neverthrlrss. the group includes 
one member, Dominica, which is among the II) largest users of Fund 
res0urct2s as 3 percent of quota. 

The difficult economic situation of many of these countries is 
beyond dispute. Their small size. the dependence in many cases on 
sinrlr export commodities, the difficulties of transport. and frequently 
the limited range (of policy instruments available tend to make these 
economies less flexible and adjustment more difficult. Hany of tllese 
countries are particularly vulnerable to shifts in the terms of trade 
and to natural disasters; these factors account for the high share of 
Fund assistance in the forms of compensatory financing drawings and 
emrr:::ency assistance. 

Ii - Excluding Pemucratic Kampuchea. whose quota remains SDK 25 million. 



Table 2. Small-Qmta Menbers 

Least 
Current Ne\; Per Capita iaeveloped 

Quota q"Ot= GNP, 1Ytil country 

Maldives 
Bhutan 
Seychelles 
St. Vincent 
Dominica 
Sao Tome 6 

Principe 
Cape Verde 
Solomon Islands 
COlDOrOS 

Antigua 6 Barbuda 
Grenada 
Western Samoa 
St. Lucia 
Djibouti 
Guinea-Bissau 
Vanuatu 
Be1 ize 
Lesotho 
Gambia 
Botswana 
Eq. Guinea 
Swaziland 

(In millions of SUKs) 

I.4 2.0 
1.7 2.5 
2.U 3.U 
2.6 4.0 
2.9 4.0 

3. 0 4 . 11 
3.0 4.5 
3.2 5. 0 
3.5 4.5 
3.6 5.0 
4.5 6.0 
4.5 6.U 
5.4 7.5 
5.7 8. 1J 
5.9 7.5 
6.9 Y.U 
7.2 Y.5 

10.5 15.1 
13.5 17.1 
13.5 22.0 
15.0 I&l.4 
18.0 4.1 

(In millions of 
U.S. dollars) 

“..3. 
tiU 

l,tliJU 
63U 
75v 

37U 
34u 
b40 
3211 

1,550 
850 
".a. 
Y7U 

4811 
IYU 
35u 

1 ,wJ 
54u 
37u 

1,UlU 
180 

Source: Per capita GNP, 1983 World Llank Atlas. 

To the extent that the small-quota low-income members have economies 
characterized by slow growth and an inherently weak balance of payments 
which prevents the pursuit of an active development policy, these 
members are eligible for assistance under the terms of the decision 
establishing the extended Fund facility. In Sri/74/58 (WW74, p. 5), 

the particular relevance of the exteflded Fund facility to such countries 
was stressed. When an inherently unstable balance of payments stems 
from a weak productive base, "there may be a case for the Fund to 
provide an assurance of support to a country for a period long enough 
for it to develop its monetary and fiscal instruments ior effective 
application and to realize the benefits of appropriate trade and exchange 
policies. Such situations could bc found in some wembers of the ‘least 
developed country’ category.” 



I -Y- 

Subject to the important proviso tlldt the other conuitiuns for 
“se (of the extended Fund iacility Uiust be jet, in particular, tile neeu 
fl-,r comprehensive pru;:rams of adjustment adequate for the solution OL 
the member’s problem, access to the Fund’s reso~fces tar small-quota, 
low-income countries in payments difficulties throujill tllis facility 
would be appropriate. In determiniw the amount of access. including 
any access under the enlarged access policy, reference would have to 
be made to the amount ,oi resources needed to make a significant impact 
“11 the c”““try’S probIrcls. Special attention would have to be given 
to ensurine that substantial use of the Fund’s resources did not create 
a servicin,c burden for these countries. 

v . Proposed Criteria for lYS4 

1. The annual limits of lij? and 125 percent of quota are nut to 
be regarded as tarsets. Within these Iio~its, the mount of access in 
individual arrangements would depend, inter alia, on the tollowing 
criteria: (a) the size of the payments imbalance in relation to quota 
and the possible need for financing from the Fund, taking into account 
the availability of other financing and the desirability of maintaining 
a reasonable level of reserves; ib) the nature of the paym~llts imbalance, 
and the expected speed of improvement of the balance of payments; 
Cc) the quality and strength of the adjustment program. including the 
appropriateness of the policies and ut the timing of their application; 
and Cd) the outstanding “se of Fund resources by the member and its 
record in avoiding continuous use of such resources. 

2. Given a particularly large financing need in relation to quota, 
a strong adjustment program that holds the prospect of a rapid and decisive 
improvement in the balance of payments, and a satisfactory record of the 
member with regard to its past use of the Fund’s I-esources, access could 
be .st or close tO the annual limit of 11~12 percent of quota. I” some 
circumstances, wllerr a judrment 011 the hasis of the relevant criteria 
so warrants, access may exceed the lilnit of 102 prrcrut and reach up to 
the liolit of 125 percent of quota. In all cases, the mrl”brr Would he 
expected to tave a comprehensive adjustment prugraru or strategy, with 
major adjustment measures to be taken at the start. .~.nd adjustment 
expected to hs substantially completed before repurchases fall due. 

In exceptional circumstances, annual access excrrdini; the limit of 
125 percent of quota may be provided: these may includv c&es where 
failure to provide orderly adjustment i.1i<llt impair tile 6cJbility ui tllr 
intrrndtional monetary system. The Managing 3irrctor wil I consult wit11 
Executive Directors in an appropriate mannrr in advance ot rrcomrnrndin!: 
sllch exceptional use. 

3. In cases wtirre the process 11f balance uf payments adJustwent 
is likely to take somewhat longer. thr annual amount should be well 
helow the limit of 102 percent of quota. It would be exprctec that by 
tie time repurchases fall due, significant progress would have been 
mndr in overcomin,< Lhr halance of payments diffic”It irs. This prugress 
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should clearly enable a sustainable payments position to be achieved 

in the near future, thus allowing the member to make net repurch~srs 
to the Fund at that time. 

4. In other circumstances, namely, where the neeu for exceptional 
balance of payments finance is likely to persist beyond the mediun, trrw, 
the Fund’s role would be largely catalytic. The Fund vould provide 
limited support in an amount that would be closely related to the 
anticipated rate of improvement in ‘the balance of payments when the 
member was taking appropriate steps to deal with its situation and 
when there was a clear prospect of sufficient improvement in the balance 
of payments over the medium term to allow the member to start making 
net repurchases. 


