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I. Introduction

On May 18, 1983 at EBM/83/71 and EBM/83/72, Executive Directors
reviewed the policy on enlarged access on the basis of the material
contained ir EBS/83/79, 4/20/83 (Review of Enlarged Access Policy). The
Executive Board decided to consider further various aspects of the enlarged
access decision before the September 25, 1983 meeting of the Interim
Committee., There was general agree—ent among Directors that the policy
must remain in place in current circunstances, but the question of the
level of access limits in the period following the effectiveness of the
new quotas under the Eighth General Review was left open. A number of
Directors askad for further papers to be prepared on the :telationship
between access limits under the various facilities, on the financial
implications of these limits, and on safeguards for the revolving vharacter
of the Fund's resources.

This paper looks at some agpecete of thesa issgues, including the
impiications of & comprehensive Limit Q0 a8CCess to all facilicies by a
member, the appropriate balance between access to conditional and special
facilities, the considerations governing the scale of access to conditional
facilities within the limit in individual cases, and the principles for
revising the access limits in the future. A separate paper on the finan-
cial implications of access policy after the entry into force of the new
quotas 1s being issued concurrently (EBS/83/133, 6/28/83). The recent
paper reviewing the compensatory and buffer stock financing facilities
(SM/83/131, 6/16/83), discusses related issues.

II. A Comprehensive Limit on Total Access

In the light of the projections for the use of Fund resources and the
Fund's financial position contained in EBS/83/79, a number of Executive
Directors stressed the importance of setting access limics to all faci-
litfes iIn conformity with the Fund's financing possibilities. While
members' needs may be great in current circumstances, access limits
should not be set so high as to allow the demand for Fund resources to
exceed the supply. In addition, steps should be taien to husband the
Fund's holdings of uncommitted usable ordinary resources.



The level of the financing constraint depends on the Fund's
avallable resources, including its willingness and ability to borrow
and prudential considerations. The present paper does not discuss the
factors which would guide Executive Directors in their decision regarding
the total supply of resources to the Fund. Instead, it presents a
framework within which decisions can be taken on limiting the demand
for resources to an 2ggregate level of supply which is policy-determined.
The paper, therefore, does not propose specific access limits for the
consideration of Executive Directors and the various figures mentioned
should be regarded only as illustrative. For any given amount of avail-
able resources, there exists a set of access limits for the individual
facilities that may be expected to bring the demand for the use of Fund
resources within the financing constraint. Clearly, for any given
constraint, the larger the access limit under the conditional facilities,
the smaller the limit under the special facilities, and vice versa.

Some Executive Directors suggested that a comprehensive limit be
established for access to all facilities. Within the comprehensive
limit, access limits would also be established for the indfvidual
facilities, but the comprehensive limit would be less than the sum of
the sublimits. A comprehensive limit of this sort would restrain
members' access to the Fund more effectively and would clearly indicate
the maximum amount of assistance that the Fund was prepared to provide
to each member. Such an approach would also require an amendment of the
decisions establishing the specilal facilities.

In EBS/83/79, a cumulative limit of 500 per cent of quota was
suggested for access to the conditional facilities under the enlarged
access policy after the new quotas came into effect. It might be
reasonable to have this figure in mind in opening the discussion of a
conprehensive limit. An access limit of 500 per cent of new quotas
would seem reasonably consistent with members' needs and with the
ebsolute amount of access contained in the larger recent arrangements.

It would allow some scope for additional assistance to most members,
should that be necessary. This figure might have to be adjusted depending
on the supply of resources made available to the Fund.

A comprehensive limit of 5CC per cent of quota would compare with
the present limit of 775 per cent of quota, which is the sum of the
limits for the individual facilities (600 per cent under the enlarged
access policy, 125 per cent under the two compensatory financing
decisions, and 50 per cent under the buffer stock financing facility).
While this would entail a reduction in the absolute amount of potential
access to the Fund for most members, in practice, the reduction would
be mu-h less marked. Few, if any, members can contemplate simultaneously
reaching maximum access under all facilities at preseni; under a compre-
hensive, albeit lower, limit, access unused under one facility could
to some extent be used under another. Thus, in a sense, absolute
access would no’. necessarily be effectively reduced by much, because
members would be able to use their available access more intensively.
The introduction of a comprehensive limit, lower than the sum of the



partial limits, would primarily affect the potential access of devel-
oping countries, since other members are unlikely to make much use of
the special facilities.

~ In principle, any reduction of potential access will limit the
Fund's ability to respond to members' needs. However, any particular
limit needs to be examined %o determine how severe a constraint it
will prove to be in practice. On the basis of current arrangements
and outstanding drawings, it would appear that a limit of 500 per cent
of quota would preclude substantial additional assistance to only one
or two member countries in the immediate future, while a substantlially
lower limit would make it difficult to respond in many more cases to
further financial difficulties, including a number of major developing
countries with adjustment programs currently in place. Perhaps a figure
slightly higher, say 520-550 per cent could have the advantage of not
pushing countries too often to their limits.

ITI. Use of the Conditional and Speclal Facilities

Several Executive Directors have emphasized the need to pursue a
balanced policy on access to the Fund's conditional facilities (the
credit tranches and the extended Fund facility, including enlarged
access resources) and its special facilities (the compensatory and
buffer stock financing facilities). The question of balance must be
addressed whether or not a comprehensive ceiling is established for
access to all facilities; the issue becomes more complex with such g
ceiling.

Historically, the distinction between the use of the conditional
facilities and that of the speclal facilities has been based on the
nature of the balance of payments problem. When the problem is self-
reversing, the primary need is for finance to tide the meamber over the
temporary period of strain. As the deficit is expected to be automati-
cally reversed, repurchase poses no special problem and the principle
of the revolving character of the Fund's resources is preserved. Thus,
access to the compensatory and buffer stock financing facilities, which
are designed to be used in these cases, is determined on the basis of a
set of criieria which rerlect the temporary nature of the problem being
addressed. 1In other cases where the problem is not self-reversing and
requires changes in policies to achieve balance of payments improvement,
the provigsion of resources by the Fund must carry adequate safeguards
that repurchase can be made within the prescribed period. Access to
resources in the credit tranches is therefore cc¢aditional upoan the
adoption of an appropriate adjustment program.

In practice, however, the distinction between problems that are
self-reversing and those that require adjustment is not always so clear
cut. A country experiencing an export shortfall in terms of the compen-
satory financing decision may ot the same time face balance of payments
problems that require policy changes. If a country has need to adjust,
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it is important that use of the Fund's special facilities not postpone
that adjustment. Failure to adjust 1s likely to lead to an aggravation
of the imbalance, undermining the country's ability to make repurchases
when they fall due.

In fact, in nearly all recent cases of export shortfalls due largely
to exogenous circumstances, the balance of payments of the member has
suffered at the same time, and usually to a much greater extent, from
imbalances caused by other factors--mainly of domestic origin, This
has called for a careful assessment of the requirement of cooperation
that is a criterion for the use of the special facilities. Since
November 1981, there have been 18 cases where the upper tranche of the
compcnsatory financing facility (CFF), to which the criterion of stricter
cooperation applies, was used and in all of these cases the member either
had an existing upper credit tranche arrangiament with the Fund or con~
cluded one concurrently with the use of the CFF. Use in the lower
compensatory financing tranche has been approved in 22 cases in this
period; in 6 there were existing or concurrently approved arrangements
while in a number of others important adjustment measures were adopted
just prior to the use of the facility. Thus, und '~ current circumstances,
use of the CFF cannot be considered as unconditional as would have been
the case had export shortfalls been the sole cause of payments difficulties.

The use of the CFF enables a member with an existing or concurrently
approved arrangement to augment the Fund resources available to it. There
remains, however, an important distinction between use of the CFF and
use of the upper credit tranches since purchases under the CFF, like those
in the first credit tranche and unlike those in the upper tranches, are
not phased. The member thus obtains the additional resources immediately
and, from the Fund's point of view, the safeguard that is inherent in
performance criteria and phased disbursements is absent. To some extent,
however, this safeguard could be created if an annual ceiling on disburse-
ments under the CFF were reintroduced, as was the case before 1979,

The ratio of potential access under conditional facilities to that
under special facilities has fluctuated over time as the various limits
have been modified. 1In April 1978, after the Sixth General Review of
Quotas came intn effect, access to regular facilities could amount to
165 per cent of quota, while access to the compensatoryv and buffer stock
financing facilities could reach 125 per cent. With the introduction of
the supplementary financing facility and the enlarged access policy, there
was a decisive shift in favor of conditional resources as the Executive
Bord and Intrim Commi_tee redassessed the need for support to be given
for programs of adjustment. Thus, in mid=-1980 annual! and triennial
access to conditional facilities was raised to 200 per cent and 600 per
cent of quota (with no explicit cumulative limit), while combined access
to special facilities increased to LS50 per cent of quota. TIn December
1980 with the iatroduction of the nev quotas under the Seventh General
Revicew, annual and triennial access to conditional facilities was reduced
to 190 pec cent and 450 per cent of quota and a cumulative ceilinyg of



600 per cent was introduced. In May 1981 the access under gpecial
facilities was increased to 175 per cent of quota, with the introduction
of the decision on the compe.satory financing of fluctuations in cereal
imports.

If this ratio of access to conditional and special facilities were
still considered appropriate, access to all facilities could be adjusted
in the same proportion with the entry into force of the new quotas. Thus,
if the annual and triennial access limits under the enlarged access policy
were reduced to 125 per cent and 375 per cent, access under each compen-—
satory decision could be reduced to 83 per cent, under the two combined
to 104 per cent, and under the buffer stock financing decision to 42 per
cent. If the new enlarged access limits were set at 102 per cent and
305 per cent of quota, the corresponding special facility limits would
be 68 per cent, 85 per cent, and 34 per cent.

A complication 1is introduced into this balance when a comprehensive
limit is set at a level lower than the sum of the sublimits. The maximum
access to an individual facility becomes subject to uncertainty and the
member has the possibility of obtaining a larger share of its access
through the relatively less couditional facilities. It would seem that
in the present situation where the adjustment needs of members are urgent
and widespread, it is particularly important for the Fund to be able to
maintain a close and continuing link between the use of its resources
and the carrying out of an adjustment program. In order to preserve
the relative importance of the more conditional assistance, if Executive
Directors wish to set a comprehensive limit, it might be appropriate to
reduce accegs to the special facilities by a greater proportion than
the reduction in access to regular facilities, although it should be
recalled that as discussed above access to the special facilities has
tended to become more conditional recently. 1/ Another approach, also
mentioned above, might be to reintroduce an annual limit on access to
the CFF.

The establishment of a comprehensive limit would also require

a number of relative’y minor technical issues to be dealt with. Some
of these are treated in the Annex to the present paper.

IV. The Scale of Access in Individual Cases

-

During the discussion at EBM/33/71 and EBM/83/72, a number of
Executive Directors asked for clarification of the principles for
determining the amount of access in individual arrangements. This

1/ One way in which this might be done is to reintroduce the combined
1imit for access to the compensatory and buffer stock financing facili-
ties that was removed in 1977. This could serve to treat members more
equitably, rather than allowing more relatively less conditional finance
to the relatively few membars that participate in buffer stock arrange-

ments.



saction describes the main principles governing the scale of use. The
first criterion governing access to resvurces is that of balance of
payments need; a member may only make use of the Fund's resources when
and to the extent it has a balance of payments need. This rection deals
with cases where the extent of need is not a factor limiting the scale
of access,

In order to preserve the revolving character of its resources, the
Fund must pay special attention to the rate at which the member‘’s balance
of payments 1s expected to lmprove and the extent of such improvement.
Fund resources should be used to support a program of adjustment that
envisages a strengthening of the member's balance of payments to a
sufficient extent to allow repurchases to be made on schedule without
imposing strains on the mei Ser's nayments position. Ideally, the program
would enable the member to reach a sustainable balance of payments position
by the time repurchases fell due, but at a minimum, repayments should take
place in less straitened circumstances than the corresponding drawings.

The appropriate period of use of the Fund's resources may extend
over a number of years. For example, the extended Fund facility decision
provides for a repurchase period for ordinary resources of up to ten years,
although 1f purchases under enlarged access were involved, the bulk of the
repurchases would have been made before the eighth year. The period of
ugse of the Fund's resources could in fact extend beyond the repurchase
period if there were a succession of arrangements over several years,
in which case new purchases would be made at the same time that earlier
drawinga were being repaid. Imn the past, there have been instances where
a member has used the Fund's resources over an extended period of time,
in some instances even well beyond the period of ten years mentioned
above. 1/ This has occurred vecause the persistence of balance of paymerts
problems has led to the conclusion of new arrangements or drawings on
special facilities before repurchases of earlier purchases were completed.
The new arrangements were, of course, based on fresh negotiations and
approved by the Fuand in support of new adjustment programs; resources
provided under them did not constitute a rollover in the conventional
sense., Similarly, further drawings under the special facilities were
made because the member met the criteria of the facility.

While in the case of an extended arrangement or successive stand-by
arrangements it should be the normal expectation that balance of payments
adjustment would be substantially completed by the end of the third
year and repurchases begun on schedule, situations will undoubtedly
arise from time to time requiring further adjustment effort and continued
Fund support. Full implementation of a program or programs may not
necessarily guarantee the achievement of the desired balance of payments
outcome and, even if the outcome were to turn out to be fully as planned,

1/ At the end of 1982, eight members had been using Fund resources
under the various facilities continuously for 10~14 years, a further
five for 15-19 years, and two for over 20 years.



new problems could arise before repurchases were 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 member.

As to the scale of use, the crucial consideration is the speed
of recovery of the balance of payments. As discussed in EBS/83/79,
access at or close ts the limit is appropriate where a decisive
improvement in the balance of payments can be expected by the time
rvepurchases fall due. In such cases, the member would be expected to
have a comprehensive adjustment program and major adjustment measures
would be expected to be taken at the outset. If the arrangement period
exceeds one year, the program should be artficulated over the entire
period with the bulk of the adjustment taking place at the beginning.
If the annual maximum were to be set at 125 per cent of quota and the
arrangement is for three years, the total commitment of resources
could be as much as 375 per cent of quota.

As discussed in EBS/83/79, exceptional circumstances could also
arise where 1t may be necessary to provide for access exceeding the
limite laid down in the guidelines. These may be cases where the member
has exceptionally large financiung needs, where failure to provide for
orderly adjustment might lmpair the stability of the international
monetary system, and where a rapid turnaround in the balance of pay-
ments can be expected to materialize. In such cases there may be a
need for a somewhat higher injection of funds at the early stages of
the program and the Fund might allow the annual access limit to be
surpassed. However, it would be the intention to ensure that the
cumulative access under the tranche policies not exceed the cumulative
access limit.

The Articles provide that the access limits they specify (in
Article V:3(b)(111)) can be waived, "especially in the case of members
with a record of avoiding large or continuous use of the Fund's general
resources.” "In making a waiver it L;he Fqu/ shall take into consider-
ation periodic or exceptional requirements of the member requesting
the waiver” (Article V:4). A similar principle would be applied in
determining access in specific cases. Access at or close to the limit
would only be appropriate when a member had avolded continuous use of
the Fund's resources; in the case of chronic users. access at much
lower levels would be appropriate.

If adjustment requires a period of several years but the member is
unable to specify in advance and with sufficient precision the policies
beyond the first year, a step-by-step approach involving successive
one-year arrangements within a clearly formulated medium~term strategy
would be envisaged but, unless the program in the first year constitutes
a substantially changed direction of policy and a major adjustment
effort, access would be established below the limit. In most of these
cases it is unlikely that the bulk of the necessary measures will be



in place in the initial period and the achievement of a viable balance
of payments may require the adoption of new adjustment measures in
succeeding years. Since each one-year program is only part of a longer
term adjustment effort, and since the Fund expects to make a commitment
to the country over a number of years, use of resources in each year
should be well below the limit, at perhaps 50-70 per cent of the maximum,
It is possible that an occasion may arise where the adjustment program
fully meets the requirements of the decision establishing the extended
Fund facility but where it is not expected to complete the resolution
of the balance of payments problem within the three-year period; in
these circumstances the Board might consider providing support by an
extended arrangement but the annual amount would be well within the
limit. Nevertheless, despite the possible association over a number

of years, there must be the prospect within a reasonable period of a
significant reduction in balance of payments pressures as a result of
the programs. In each case a projection of the balance of payments
into the repurchase period should show that the member will be in a
position to repurchase on schedule without undue strain.

In still other cases, relatively small access in comparison with
the limits may be appropriate. This may be because the weakness of the
balance of payments is such that it is questionable whether the need
can be considered as temporary. In this case, the amount of the
need that can be met from the Fund should be measured by the expected
rate of improvement in the balance of payments. It 1s of particular
importance that the repurchase in respect of purchases from the Fund
not constitute a substantial burden to the member, and this may further
limit the appropriate amount of financing when a country's debt situation
is such as to make inadvisable substantially increased borrowings on
the relatively short maturities that the Fund can provide under the
Articles of Agreement and the policies adopted.

Even 1if the balance of payments is so weak that no substantial
improvement can be expectel over the medium term, Fund financing on a
small scale could be justified if the member is taking appropriate steps
to deal with its situation. The program should ensure a contianuous it
graduval improvement in the balance of payments position. In such
situations, which would mainly involve low-income countries, Fund
support would indicate that the member had adopted corrective policies
and would serve to enhance both internsl and external confideince in
the program. In such a case, the bulk of balance of payments finance
would be expected to come from other sources on concessional terms.

Tabie 1 shows the annual rate of access in stand-by and extended
arrangements approved in 1982 and 1983. Over this period, 26 per cent
of arrangements have been for at least 90 per cent of the maximum amount,
a further 21 per cent for at least 70 per cent of the maximum (i.e., over
105 per cent of quota per annum), and 40 per cent have been fur between
50 per cent and 70 per cent of the maximum. Only 14 per cent have been
for less than 50 per cent of the maximum, i.e., less than 75 per cent of

quota a year.



Table 1. Annual Rates of Access, 1982-83

Rate Number of Programs 1/ Total
in Per Cent of in
Quota Maximum 1982 1983 Total Per Cent
135-150 90-100 5 6 11 26
105-134 70- 89 5 4 9 21
90-104 60~ 69 3 3 6 14
75~ 89 50- 59 6 5 11 26
45- 74 30- 49 3 2 5 12
Below 45 Bzlow 30 1 0 1 2

Total 23 20 43 100

1/ Approved and proposed.

The actual rates of access will depend on the levels of the access
limits chosen by the Executive Board, the precise countries that request
the use of Fund resources, thelr circumstances, and the quality of their
adjustment programs. Nevertheless, on the basis of current conditions
and expected developments, the staff expects that for the near term
only about a quarter of new arrangements would qualify for access at
or very close to the limit, and about a fifth would only be entitled to
less than half of the maximum. The bulk of the remaining arrangements
would be expected to provide for access at about half the maximum rate.
The staff would report at the time of the next annual review of the
enlarged access policy on the actusl distribution of access rates.

As discussed above, the circumstances of members approaching the
Fund for the use of its resources and the content of the programs them—
selves differ widely, and the scale of use of resources made available
by the Fund should be responsive to these differences. 1In the future,
when presenting requests for the use of Fund resources, the staff papers
would be more explicit as to the way in which these amounts are deter-
mined, and the prospective balance of payments situation at the time
when repurchases fall due.
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V. Revision of Access Limits

During the earlier discussion of enlarged access policy, a number
of Directors reiterated the temporary nature of this policy-—-t-hat it was
established to cope with a particular situation which gave rise to large
payments imbalances for members relative to quotas-—and that as this
situation changed for the better, access to Fund resources .hould be
phased down. A few Directors expressed the view that, in addition to
establishing new limits to come into effect when the new quotas become
effective, an understanding should be reached now on the timing and
extent of p~ 1{ble reductions in access limits in the future so that
both members and the Fund could adapt their plans accordingly. The
eventual objective, stated by many Directors, was to revert to the
situation where the Fund's financial operations could be based primarily
on quotas, without continuing reliance on borrowing.

The decision establishing the policy on enlarged access (Decision
No. 6783-(81/40), adopted March 11, 1982) provides that the guidelines
on access will be adopted by the Fund from time to time. The decision
itself is to be reviewed annually as long as it remains in effect. At
this time one of two policy options may be chosen. The first is to
leave any further changes in the access limits until such a time as
developments affecting the balance of payments position of members and
the Fund's own financial position, including the prospects for borrowing,
have become clearer. It would be understood that if there is an improve-
ment in the size and distribution of payments imbalances, because of the
continued economic recovery in the industrial countries and possibly
cther favorable factors such as a further decline in interest rates and
the stability of oil prices, there could be a reduction in the access
limits. An annual review could be undertaken one year after the new
quotas become effective to decide whether circumstances justify a
reduction and, 1f so, on the exteant of the reduction._&/ The other
option would be to agree row on the further reductions in the access
limits that will be effective, say, at the beginning of 1985 aund for
later periods.

The first option would allow a flexible response to the uncer-
tainties of the world economic outlook, which render it difficult to
nake reliable predictions for the financing needs of wmembers or Fund
borrowing prospects for future periods as a basis for setting at this
time revised access limits for those periods. However, if Executive
Directors prefer the second solution, which could be viewed as uore in
line with the financial constraints on the Fund, a decision could be
formulated now explicitly establishing new limits to come into effect
on, say, January 1, 1985, unless the Board were subsequently to decide
otherwise in the light of the circumstances then prevailing. Such new
limits could be set for the annuzl and triennial access under the enlarged

1/ The decision on enlarged access (Decision No. 6783-(81/40), 3/11/81)
provides that the next annual review of the decision will take place
by June 30, 1984.
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access policy, for cumulative access either under the enlarged access
policy alone or under all facilities as Executive Directors may decide,
or for access to special facilities, or for any cumbination of the
above.

The level of Fund assistance that can be financed entirely from
quotas was treated in the paper on the "Size of the Overall Increase
on Fund Quotas and Related Issues” (EB/CQuota/82/9, 10/13/82). The
paper “Review of the Policy on Access to the Fund's Resources--Financial
Considerations™ (EBS/83/133, 6/28/83), presents some simulations of
alternative ways in which the access limits might be phased down, and
their implications for the Fund's liquidity position.

If reduced access limits to conditional facilities for subsequent
periods are to be agreed at this time, a decision will have to be taken
on whether or not the reduced limits will appiy to multi~year arrange-
ments concluded before the effective date of those limits. For example,
if annual access ic to be 125 per cent of quota for the next year and
75 per cent thereafter, would it be permissible to approve an extended
arrangement now for 375 per cent of quota or would the maximum now be
275 per cent? If the former approach is adopted, and this would be
consistent with the treatment of related issues in the past, it would
give a strong incentive to countries to come :o the Fund before the
reduction became effective. On the other hand, a member with a problem
whose gravity only became apparent after that date, or who approached
the Fund later, would have reduced access. This situation could also
arise with a preannounced reduction in any cumulative or comprehensive
limit.

While this may give rise to questions of equity, in particular
intertemporal equity, there are grounds for considering that the problem
may not arise. The reduction in access limits as the enlarged access
policy is phased out should reflect the exsing of the current difficult
international payments situation. Thus, while members' access is
reduced, their needs are also less, and the Fund may continue to play
the same relative role. Furthermore, these problems have always been
inherent in the enlarged access policy, since it was always designed
to be temporary. Whether the reduction in the limits is preannounced
or not, the problem of different treatment of members coming before and
after the reduction would arise, unless quotas were raised by precisely
the amount of the reduction in access limits.

VI. Issues for Discussion

This paper has considered a number of proposals for modifying the
limits on access to the Fund's resources after the introduction of the
new quotas. The paper has been prepared on the assumption that, barring
major new decigions, the availablility of Fund resources rather than the
needs of members constrair; the levels of these limits. The main issues
treated in the paper may be listed as follows:
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~ the desirability of establishing a comprehensive 1limit for
access to all facilities;

- the appropriate level of a comprehensive limit in present
circumstances and of sublimits governing access to the conditional
and special facilities;

- the criteria for determining the level of access in individual
cases, in particular the member's need, the comprehensiveness of the
adjustment program, the speed of expected improvement in the balance
of payments and the member's record of use of Fund resources; and

- whether a further reduction in the access limits should be
determined at this time or whether it should be left for the next
annual review of the enlarged access policy.



- 13 - ANNEX

Some Technical Consequences of a Comprehensive Limit

If it were decided to establish a comprehensive ceiling on access
to the conditional and special facilitiles, there are some further tech-
nical consequences that would need to be considered. A comprehensive
limit could be zpplied on a net basis, similar to that currently applied
to the cumulative limit under the enlarged access policy, whereby
scheduled repurchases are taken into account in determining the possible
amount for any new arrargement. 1/ The functioning of such a ceiling
may be 1llustrated by two cases: that of a request for a stand-by or
extended arrangement at a time when purchases under the special facilities
are outstanding, and that of a request for a purchase under a special
facility when a stand-by or extended arrangement is in place. The
former case presents few complications. Since with present policies
drawings under special facilities are outright purchases, the margin
for further purchases under the expected stand-by or extended arrangement
may be calculated taking into account scheduled repurcheses of outstanding
drawings, and the constraints on access or phasinrg may be deduced.

The second case, when a request for the use of a special facility
takes place at a time when a stand-by or extended arrangement is in
effect, is 3omewhat more complicated. To perform the calculation, the
assumption would have to be made that purchases under the arrangement
waoi1ld take place as scheduled and repurchases would also be as planned.
However, the detailed phasing throughout the life of a multiyear arrange-
ment 1s often not determined at the cutset. Some assumption as to the
complete phasing might have to be made before the margin for special
facility purchases could be determined. For the purpose of such a
calculation, the staff could assume the most conservative purchase
schedule that the arrangement allows. Thus, for example, if an arrange-
ment provides that a certain amount of resources may be purchased during
the third year, for the purpose of these calculations, the staff might
assume that the entire amount would be purchased at the start of the
period. When the phasing is finally determined, it would have to be
made consistent with the comprehensive limits.

A second complication arises when an arrangement is in force
although purchases have been missed. In some such cases, no drawing
under a special facility will be possible because the requirement of
cooperation will not have been met. In other cases, however, the
calculation of access to special facilities should be based on the
assumption that measures might be taken to allow the full amount of
the missed purchases to be made immediately and subsequent purchases
to be made on schedule.

If a member is close to the cumulative limit, there may be an
incentive at such a time to cancel a conditional arrangement, if this
allows room for access under a special facility. The latter would have

1/ This could potentially give rise to problems if repurchases are
not made on schedule, allowing cumulative access to exceed the limit.
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the advantage to the member under present policies of being an outright
drawing, rather than being phased, and thus not be subject to performance
criteria. In addition, under current policies a purchase under a
special facility would be financed entirely from the Fund's ordinary
resources and would thus bear lower charges, although it would also

be of shorter average maturity. If the member had a pressing need

for adjustment, however, such a cancellation of a stand-by or

extended arrangement might not be :ppropriate. In any case, the

Fund would have to make a judgment that the requirement of cooperation
had been met before access could be given to the special facility.



