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INTERNATIONAL MONETARY FUND 

Report of the   Execut ive  Board t o   t h e  I n t e r i m  Committee of t h e  
Board of Governors  on  the  1-tereational  Monetary  System  on 

the  Eighth  General   Review of Quotas 

December 2 9 ,  1982 

I. I n t r o d u c t i o n  "- 
1. The communique  of the   In te r im  Commit tee ,   i s sued   a f te r  i t s  19th  

meet ing  held  In   Toronto,   Canada i n  September 1982, s t a t e d   t h a t :  

"There was widesp read   suppor t   i n   t he  Committee on the urgent  
need for a subs t an t  i a l  i n c r e a s e   i n   q u o t a s   u n d e r   t h e   E i g h t h  
General Review. The Committee r e i t e r a t e d  i t s  v iew  thn t   quotas  
must  remain  the  primary  source of f i n a n c i a l   r e s o u r c e s   f o r   t h e  
F u n d ' s   o p e r a t i o n s   a n d   t h a t ,   t h e r e f o r e ,   t h e  Review  should  resul t  
i n  a n   i n c r e a s e   i n   q u o t a s   t h a t   w o u l d  be la rge   enough  to   anable  
t h e  Fund to   pe r fo rm i t e  f u n c t i o n s   i n   a n   e f f e c t i v e  manner i n   t h e  
1980s. The Committee a l s o   r e i t e r a t e d  I t a  view t h a t   t h e   o c c a s i o n  
of an  enlargement of t h e  Fund  under  the  Eighth  General  Review 
should be  used t o   b r i n g   t h e   q u o t a s  of members more I n   l i n e   w i t h  
t h e i r   r e l a t i v e   p o s i t i o n s   i n   t h e   w o r l d  economy, tak ing   account  of 
t h e  case f o r   m a i n t a i n i n g  a proper   ba lance   be tween  the   d i f fe ren t  
group6 of cocrtr ies .  The Connnlttee a l so   aeked   t he   Execu t ive  
Board t o  assesr, the  adequacy of e x i s t i n g   a r r a n g e m e n t s   t o   d e a l  
w i t h   m a j o r   e t r a i n s   i n   t h e   i n t e r n a t i o n a l   f i n a n c i a l  system. 

The  Committee  urged the   Execut ive  Board t o   p u r s u e  i t s  work 
o n   t h e   i e s u e s  of t h e  Review as a m a t t e r  of h i g h   p r i o r i t y ,  80 

t h a t   t h e   r e m a i n i n g   i s s u e s   o n   t h e   s i z e  and d i s t r i b u t i o n  of t he  
quota   increase   could  be reso lved  by t h e  time of the  Committee's 
next  meeting i n   A p r l l  1983." 

2 .  Since   t he   l a s t   mee t ing  of the  Inter im  Commit tee ,   the   Execut ive 

Board has   cons idered  (i) t h e  s ize  of t h e   o v e r a l l   i n c r e a s e   I n   q u o t a s ;  

( i i )  t h e   d i s t r j b u t i o n  of t h e   o v e r a l l   i n c r e a s e ,   I n c l u d i n g   t h e   p o e l t i o n  

of c o u n t r i e s  w i t h  very small quotas   in   the   Fund,   and  (ill) the mode of 

payment for t h e   i n c r e a s e   I n   q u o t a s .  This Report   presents   views 

expreeeed i n  the  Executive  Board  on  each of theae t h r e e   a s p e c t s  of 

the  Review, with  t h e  aim of   focue ing   the   d i scuss ion  by t h e  members 
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of t h e   I n t e r i m  Committee and t o   f a c i l i t a t e  ement  on t h e  

Eighth General Review. Sec t ion  V provides  a SL.JL oummary of t h e  main 

issue8 d e a l t   w i t h   i n   t h i e   R e p o r t .  

11. Size   o f   the   Overa l l   Increase  

3. Most Direc tore  are of t h e  view that members' neede for balance of 

paymente  financing, especially of a cond i t iona l   na tu re ,  w i l l  be l a r g e  

through much of t h e  19806. I n   o r d e r  t o  enab le   t he  Fund t o   d e a l  cffec- 

t i v e l y  w i t h  the  problems  of  adjustment  that are  w i t h i n  i t s  competence, 

and   tha t  are l i k e l y   t o  be encountered i n   t h e  19808,   these   Di rec tors  

support  a cor re spond ing ly   l a rge   i nc rease   i n   quo ta s   unde r   t he   E igh th  

General Review. A number of t hese   D i rec to r s   have   i nd ica t ed  that a 

doubling i n   t h e  s i z e  of t he  Fund to  the   o rde r  of SDR 125 b i l l i o n  is 

needed. Many Directore c o n s i d e r   t h a t  an overa l l   I nc rease   r ang ing  from 

SDR 90 b i l l i o n   t o  SDR 1 0 0   b i l l i o n  (i.e., an   i nc rease   r ang ing  f r m  

a p p r o x i w t e l y  50 per   cen t  t o  64 p e r  cent of presen t  quotas of SDR 61.1 

b i l l i o n )  would  be  acceptable. A few Direc to re   be l i eve   t ha t  the s i z e  

of the  payments  imbelancee of r ecen t   yea r s  can be expec ted   to   d iminish ,  

and t h a t   t h e i r   d i s t r i b u t i o n   m i g h t ,  l a t e r  i n  the decade, move toward 

c o u n t r i e s  less l i k e l y   t o  use  Fund resources ,   imply ing  a lesser need 

f o r  balance of payments f inancing  f rom  the Fund. These  Directore 

b e l i e v e  that a somevhat emaller inc rease  In quotas ,  ~ a y ,  t o  an o v e r a l l  

s i z e  of t he   o rde r  of SDR 85 b i l l l o n ,  would suff ice .  

4. The propGserl t o  extend  and  enlarge  the  Fund's   exis t ing  s tanding 

borrowing  arrangements (GAB) is gene ra l ly   f avorcd  by Execut ive  Directore .  
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However, t h e y   c o n t i n u e   t o  strees the   impor t ance   fo r   t he  Fund t o  re ly  

on members' eubecr ip t ione  a8 t he   p r imary   sou rce   fo r   t he   f i nanc ing  

of I t a   o p e r a t i o n e   a n d   t r a n s a c t i o n s .  In t h i e   c o n n e c t i o n ,  a number of 

D i r e c t o r s   b e l i e v e   t h a t   u n l e s s   t h e   o v e r a l l   i n c r e a s e   i n   q u o t a a   w o u l d  be 

r e l a t i v e l y   l a r g e ,  i t  would be d i f f i c u l t   f o r   t h e  Fund t o  main ta in  i t s  

f i n a n c i a l   r o l e   i n   t h e   i n r e r n a t i o n a l   m o n e t a r y   s y s t e m   w i t h o u t   c o n t i n u e d  

recourse  to borrowing after t h e  new quotas come i n t o   e k f e c t  . 
Those  Directors who f e e l   t h a t   t h e  payments  imbalances w i l l  tend t o  

diminish  la ter  in   t he   decade ,   be l i eve   no t   on ly   t ha t   t he   Fund ' s   need  to 

borrow w i l l  he reduced ,   bu t   tha t   the  Fund i s  l i k e l y  t o  borrow  mainly 

t o  meet excep t iona l   i nc reases  i n  demand on i t s  resourcee ;   the   p roposed  

enlarged  borrowing  arrangements would h e l p  provide for any  such  contln- 

genc ies   dur ing   the   1980s .  

111. D i s t r i b u t i o n  of Overa l l   I nc rease  

5 .  The Executive  Board has had  ex tens ive   d i scuss ions   on   the   d ie t r ibu-  

t l o n  of an o v e r a l l  increase i n  quo ta s ,  and b r o a d l y   a g r e e s   t h a t   t h e  

i n c r e a s e s  of quotas   under   the  Eighth  General  Review s h o u l d   l e a d   t o  a 

d i s t r i b u t i o n  of q u o t a s   t h a t   b e t t e r   r e f l e c t s   t h e  relative economic  posi- 

tions of members. The quota   ca lcu la t ions ,   based  on t he   r ev i sed   quo ta  

formulas   tha t  were agreed by t h e  Executive Board i n  August 1982, are 

genera l ly   regarded  a s  r e a s o n a b l e   i n d i c a t o r s  of t h e   r e l a t i v e  economic 

p o s i t i o n s  of c m n t r i e s   i n   t h e  world economy. Furthermore,   most   Directors  

agree t h a t  an increasz in quotas   should be d i s t r i b u t e d   u s i n g  a method 

that would a p p l y  uniformly t o  a l l  members. There was a180 gene ra l  
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agreement   tha t   each  member s h o u l d   r e c e i v e  a meaningfu l   increase  in i t s  

quota  under the Eighth  General  Review. 

6. Ae rega rds   t he   ex ten t   t o   wh ich   p re sen t   quo ta s   shou ld   be   ad jus t ed  

i n   o r d e r  t o  r e f l e c t   b e t t e r   t h e  re la t ive economic  posi t ions of members, 

the  Execut ive  Board  has   found i t  u s e f u l  t o  r e f e r   t o  a broad s t a t i s t i c a l  

measure of adjuetment . This   measure is r e f e r r e d   t o  below a8 t h e   a d j u s t -  

ment coef f lc ient  , and i t  i n d i c a t e s   f o r   e a c h  member the   pe rcen tage  

r e d u c t i o n   i n   t h e   d i f f e r e n c e   b e t w e e n  its s h a r e  in presen t   quo ta s  and i t s  

s h a r e  i n  Calcula ted   quotas .  Many Di rec to re  are of the   v i ew  tha t  t h e  

d i s t r i b u t i o n  of quo tas ,   and   t he   appropr i a t e  s i ze  of the   adjustment   coef-  

f i c i e n t ,  would be easier to d e c i d e   i f   t h e   s i z e  of t h e   o v e r a l l   i n c r e a s e  

i n   q u o t a s  were l a r g e r   r a t h e r   t h a n  smaller. 

7.  A s  regards t h e  methods that  c o u l d   b e   u s e d   t o   d i s t r i b u t e   a n   i n c r e a s e  

i n   q u o t a s ,  most D i r e c t o r s   f e l t   t h a t   t h e   d i s t r i b u t i o n  of a pa r t  of a 

g iven  t o t a l  i n c r e a s e  based on  each m e m b e r ' s  s h a r e  i n  t h e   t o t a l  of 

calculated  quotae  would be accep tab le .   Jnde r   t h i s   me thod ,   such  changes 

i n   q u o t a s   d i r e c t l y   r e f l e c t  members' r e l a t i v e   e c o n o m i c   p o s i t i o n s ,  as 

i n d i c a t e d  by t he   ca l cu la t ed   quo ta s .   Fu r the rmore ,   t he   pe rcen tage  r a t e  a t  

which  each member's eha re  i n  presen t  quotae moves towards I t s  correspond- 

ing s h a r e   i n   c a l c u l a t e d   q u o t a s   w o u l d  be t h e  same, i . e . ,  the   ad jus tment  

c o e f f i c i e n t  is the eame f o r  all members,  which most Directors   found t o  

be a d e s i r a b l e   f e a t u r e  of t h i s  method of d i s t r i b u t i n g   q u o t a   i n c r e a s e s .  

Other methods of d i s t r i b u t i n g  increases in quo tas  were a160 con- 

e idered .  Some of these methods  provide  for  a p r o g r e s s i v e l y   l a r g e r  

i n c r e a s e   i n   q u o t a e   t h e   g r e a t e r   t h e   d i f f e r e n c e   b e t w e e n  a member's ehare  

i n   p r e s e n t   q u o t a s  and i t s  share in ca lcu la t ed   quo ta s .  Consideration 
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was 8160 given t o  method8 t h a t   b a s e d   i n c r e a s e s  i n  quo tas  on t h e   p o s i t i v e  

( a b s o l u t e )  d l f  fe rences   be tween members ' ca lcu la t ed   quo tae   and   p re sen t  

quotae. Some of t hese   o the r   me thods  of d i e t r i b u t i o n   p r o d u c e d   r e l a t i v e l y  

l a r g e   c h m g e s  in many members' shares in quotas ,   bu t   they  a l l  raised 

o b j e c t i o n s  )#cause t h e   a d j u s t m e n t   c o e f f i c i e n t  is n o t   t h e  same for a l l  

members . 
8. The Executive  Board also c o n s i d e r e d   t h e  means of aeeur ing  a meaning- 

f u l   i n c r e a s e  i n  quo tas  for e a c h  member. A l a r g e  number of Execut ive  

Di rec to r s   be l i eve  that, i n   a d d i t i o n   t o   a n y   a l l o c a t i o n   i n   p r o p o r t i o n   t o  

memhre' s h a r e s  i n  c a l c u l a t e d   q u o t a s  , each  m e m b e r ' s  p r e s e n t   q u o t a  shcruld 

be increased  by t h e  same percen tage ,  i .e. ,  by provid ing  for an equlpro-  

p o r t i o n a l   i n c r e a s e   i n   q u o t a e .  These D i r e c t o r s  are of t h e  view t h a t  an 

e q u i p r o p o r t l o n a l   i n c r e a s e   i n   q u o t a s ,   w h i c h   h a s   b e e n   a n   i m p o r t a n t   p a r t  

of a l l  p rev ious   i nc reases  i n  q u o t a s ,  is  s i m p l e   i n   c o n c e p t   a n d   s t r a i g h t -  

forward in i t e  a p p l i c a t i o n ;  when  combined w i t h   i n c r e a s e s  i n  quo tas  

based  on members' s h a r e s   i n   c a l c u l a t e d   q u o t a s ,   a l l  members move towards 

t h e i r   s h a r e s  i n  c a l c u l a t e d   q u o t a s  a t  the same, t hough   s lower ,   r a t e .  A 

few D i r e c t o r s   b e l i e v e   t h a t   i n s t e a d  of a n   e q u i p r o p o r t i o n a l   i n c r e a s e  in 

q u o t a s ,  members shou ld   r ece ive  a minimum i n c r e a s e  In quo tas  which would 

apply only t o   t h o s e  members whoee s h a r e s  I n  ca lcu la ted   quotas   would  not 

y i e l d   a n  increase e q u a l   t o   o r   g r e a t e r  than the minimum i n c r e a s e .  Most 

D i r e c t o r s  d i d  no t   accep t   t h i s   me thod ,   pa r t ly   because  i t  is complicated 

t o  apply  and also b e c a u s e   t h e   a d j u s t m e n t   c o e f f i c i e n t  i s  d i f f e r e n t   f r o m  

member t o  member. 

9. The r e l a t i o n e h i p e   b e t w e e n   v a r i o u s   o v e r a l l   l n c r e a s e a   I n   q u o t a s ,   a n d  

t h e i r   d i e t r i b u t i o n  beeed on (i) amounts t o  be a l l o c a t e d  i n  t h e  form of 



a n   e q u i p r o p o r t i o n a l   i n c r e a s e  i n  quotas   and   (11)   the   remainder   to  be 

a l l o c a t e d  in p r o p o r t i o n   t o  mcmbers' s h a r e e   i n   c a l c u l a t e d   q u o t a s ,   a r e  

shown i n   t h e  Tables appended  to   this   Report .   Each  Table   showe,  for 

d i f f e r e n t   s i z e s  of the  Fund,  varying sizes of t h e   e q u i p r o p o r t i o n a l  

Increase   and   the   cor reeponding  sAz@8 of t h e   a d j u s t m e n t   c o e f f i c i e n t .  

The changes   in   the   eharee   i r .   the  Fund of groups of c o u n t r i e s ,   f o l l o w i n g  

t h e   c o u n t r y   c l a e e i f i c a t i o n   p r e s e n t e d   i n  - I F S ,  are a l s o  shown. For   eaee 

of r e f e r e n c e ,   t h e  quota c a l c u l a t i o n s   f o r   i n d i v i d u a l  members t h a t  are 

summarized i n  the  Appendix are ehown i n  a s e p a r a t e  document  which i s  

b e i n g   c i r c u l a t e d   c o n c u r r e n t l y .  

10. As r e g a r d s   t h e   s i z e  of t h e   a d j u s t m e n t   c o e f f i c i e n t ,   t h e  v i ews  of 

the Execut ive   Di rec tors   have   ranged   f rom  re la t ive ly  low t o   r e l a t i v e l y  

h i g h  coef f i c i e n t e ,   w i t h   t h e   v i e w e  of a  number of Execut ive   Di rec tors  

t e n d i n g  t o  range   a round  the  mid po in t  of t h e   c o e f f i c i e n t s  shown i n   t h e  

Appendix Tables. 

A few D i r e c t o r s ,   s t r e s s i n g   t h e  need t o  avoid  unduly  abrupt  change8 

i n  t h e   q u o t a   e h a r e s  of membera and t o  e n s u r e   t h a t   e a c h  m e m b e r  r e c e i v e s  

a meaningful Increase i n  i ts  q u o t a ,   f a v o r   a n   a d j u e t m e n t   c o e f f i c i e n t  of 

t h e  order of 8 per c e n t   i n  a Fund s i z e  of SDR 90 b i l l i o n  (and  corres-  

ponding   coef   f ic ien te  of 9 . 7  per c e n t  I n  a Fund e i z e  of SDR 100 b i l l i o n  

and 12.8 per c e n t   i n  a Fund e i z e  of SDR 125 b i l l i o n ) .  This Impl i e s  

t h a t  7 5  p e r  cent  of t h e   o v e r a l l   i n c r e a e e   I n   q u o t a s  would  be d i s t r i b u t e d  

i n   t h e  form of a n   c q u i p r o p o r t i o n a l  increase. A few Execut ive   Di rec tors  

have   i nd ica t ed   t ha t   i n   v i ew of t h e   r e l a t i v e l y   l a r g e   d i f f e r e n c e s  for 

most members between t h e i r   6 h a r e 8   i n   p r e s e n t   a n d   c a l c u l a t e d   q u o t a s ,  

and t ak ing   i n to   accoun t   t he   Fund ' s   need   t o   max imize   t he   add i t ions   t o  
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i t a  hold ings  of ueable asmete, i t  would   be   appropr ia te   to   ach ieve  the 

maximum rate of adjustment  to members' shares i n   c a l c u l a t e d   q u o t a s  on 

this occasion.  This would  imply that t h e r e  would  not be en equipro-  

p o r t i o n a l   i n c r e a s e  i n  quotas .  An o v e r a l l   i n c r e a e e   i n  the Fund t o  

SDR 90 b i l l i o n  would y i e l d  a maximum a d j u s t m e n t   c o e f f i c i e n t  of 32.2 

per  cent--i.e.,  the difference  between  each member's share i n   p r e s e n t  

quotas  and i ts  e h a r e   i n   c a l c u l a t e d   q u o t a s  would be reduced  by almost 

one-third.  For a Fund e i t e  of SDR 1 0 0   b i l l i o n ,  the maximum adjustment  

c o e f f i c i e n t  riees t o  39 p e r  cent, while for a Fund e i t e  of SDR 125 b i l -  

l i o n ,   t h e  maximum a d j u s t m e n t   c o e f f i c i e n t  comes t o  51.2 p e r   c e n t ,   ( S e e  

Col . ( 7 )  of Appendix  Table 2 ,  and 3 ) .  

A f e w  o t h e r   D i r e c t o r s  have expressed the  v i ew  tha t   t he   ad jus tmen t  

coeff ic ient   could  reasonably  be of t h e   o r d e r  of a t  least h a l f   t h e  maxi- 

mum rate of adjustment--1.e.. an ad jus tmen t   coe f f i c i en t  of at least  

1 6   p e r   c e n t   i n  a Fund s i z e  of SDR 90 b i l l i o n   a n d  19.5  per  cent  and 25.6 

per cent  i n  a Fund eize of SDR 100   b i l l i on   and  SDR 1 2 5   b i l l i o n ,   r e s p e c -  

t i ve ly ,   (Co l .  3 of Appendix  Tables 1, 2 ,  and 3). A number of D i r e c t o r s  

be l i eve  that a r a t h e r   f a s t e r   r a t e  of adjustment  would be d e s i r a b l e   I n  

present   c i rcumstances.  These Di rec to r s   sugges t   ad jue tmen t   coe f f i c i en te  

ranging  between 20-25  p e r   c e n t   f o r  a Fund size of SDR 90 b i l l i o n ,  and 

lsoblt of these D i r e c t o r s  stre68 that c o e f f i c i e n t e  i n  the   upper  half of 

t h i s  range  would  produce  acceptable results In terms of d i s t r i b u t i o n  

of quotae. 

11. The ehare of the non-oil deve lop ing   coun t r i e s ,   t aken  ae a group, 

f a l l r  from i ts  preeent l e v e l  i n  each of t h e   c a l c u l a t i o n s  shown i n  t h e  
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Appendix  Tablee.   Several   Directors  are of t h e   v i e w   t h a t   f o r   p o l i t i c a l  

and economic  reaeone  the  share  of t he   non-o i l   deve lop ing   coun t r i e s  

ehould   no t  f a l l  i n   t h e  Fund. A few oche r   D i rec to r s   ho ld   t he  view t h a t  

in coming t o   a n  agreement o n   t h e  s i z e  of t h e   a d j u s t m e n t   c o e f f i c i e n t  , 
account  ehould be t aken  of t h e   p r e s e n t   p o s i t i o n   i n  the Fund of t h e  

group of non-o i l   deve lop ing   coun t r i e s ,   and ,  as n o t e d   i n   t h e  l a s t  commu- 

nique  of the I n t e r i m  Committee, tha t   accoun t   shou ld  be t aken   of   " the  

caae for raa ln ta in ing  a proper  balance be tween   t he   d i f f e ren t   g roups  of 

c o u n t r i e s .  *' Many D i r e c t o r s ,   h o w e v e r ,   c o n t i n u e   t o   f e e l   t h a t   q u o t a  

increasee   ehould  be h e e d  9n members' i n d i v i d u a l   p o s i t i o n s  and  not  on 

t h e  posi t ions  of groupe of members; t h e s e   D i r e c t o r s   b e l i e v e  i t  i s  

i n a p p r o p r i a t e   t o  Impose a r b i t r a r y   c o n s t r a i n t s   o n   c h a n g e s  in t h e   s h a r e s  

of certain groupe of members i n   q u o t a s   a n d   v o t e s .  

12. The Execut ive Board h a s  also d i scussed  the p o s i t i o n  i n  t h e  Fund 

of t h e  very small quota  countriee-1.e.  , t h o s e   w i t h   q u o t a 6   t h a t  a t  

p r e s e n t  are l e e s   t h a n  SDR 10 m i l l i o n .  A number of D j r e c t o r s  feel  

that on economic grounde   the   share  i n  t h e  Fund of t h i s  Rroup of coun- 

t r lee  ehould be r a i e e d   s l i g h t l y ,   a f t e r   t a k i n g   a c c o u n t  of t h e  increase 

i n  quo tae   t ha t   migh t  be agreed   under   the   E ighth  General Review. The 

a d d i t i o n a l   i n c r e a e e   i n   q u o t a e ,  above t h e   o v e r a l l   i n c r e a s e   i n   t h e  size of 

the Fund tha t  would be agreed, would be very   smal l ,   Other   Di rec tore  

f e e l  that i t  is impor t an t   t o   ma in ta in   un i fo rmi ty  of t rea tment  of 

members I n   d i s t r i b u t i n g  increasee i n   q u o t a e .  They alao f e e l  t h a t  a 

e p e c i a l   a d j u e t m e n t   i n   t h e   v e r y   e m a l l   q u o t a e   c o u l d   r e s u l t  I n  t h e s e  

members e a t i e f y i n g   t h e i r  need8 f o r  Fund resources   because  they could  

a l e o  use the less c o n d i t i o n a l   f a c i l i t i e s ,  which do  no t   involve   upper  



- 9 -  

t r a n c h e   c o n d i t i o n a l i t y  as regards their use of Lhe Fund'e  resourcee.  

A f e w   D i r e c t o r .   f e e l   t h a t  i t  might be appropr i a t e   t o   examine  the matter 

f u r t h e r  i n  t h e   l i g h t  of t h e   i n c r e a s e 6  In quo taa   t ha t   migh t  be agreed 

under thie  Review,  and p a r t i c u l a r l y  in t h e   c o n t e x t  of any  rounding 

proceduree   tha t   might   be   adopted  ae r ega rde   t hoee   i nc reaeee .  

I V .  Payment for  I n c r e a s e s   i n   Q u o t a s  

i3m The Execut ive Board has diecueaed the  mode of payment for t h e  

Inc reases  i n  quotas .  The Articles of  Agreement  provide  that  each 

member w h i c h   c o n s e n t s   t o   a n   i n c r e a e e   i n   q u o t a   a h a l l  "pay t o  the Fund 

twenty-five per cen t  of t h e  lncreaee i n   e p e c i a l  drawing r i g h t s ,   b u t  

the Board of Governore may p r e s c r i b e  that this payment may be ma&, 

o n   t h e  eame basis f o r  a l l  membere, in whole  or i n   p a r t  i n  the c u r r e n c i e s  

of o t h e r  membra e p t c l f i e d ,   w i t h  their  concurrence,  by the  Fund, or i n  

thc rnembcr'r own currency.. The ba lance  of t h e   i n c r e a r e   s h a l l  be 

paid by t h e  member i n  i t a  own currency." 

14. M o t s t  M r e c t o r r   b e l i e v e  that tventy-f l ve  p e r   c e n t  of the i n c r e a s e  

i n   q u o t a s  should be paid  i n   r e n e r v e  aeeete. Moet of   the8e   Di rec toro  

would prefer that the resewe aerct payment be I n   t h e  f o m  of SDRe . A 

reserve atstset payment made i n  SDRe providee   the   g rea tes t   enhancement  of 

the l i q u i d i t y   p o r i t i o n  of the Fund,  improves  the  Fund'8  income  poeltion 

when t h e  rate of remunerat ion l e  lower than  the SDR ra te ,  ae et p r e s e n t ,  

and it a l e o  promotee t he  uee of the  SDR i n  Fund ope ra t ione  and t raneac-  

tionem However, approximate ly   one- f i f th  of the t o t a l  SDRe a l l o c a t e d  

are p r e s e n t l y   h e l d   b y  the General  Department of t h e  Fund and over 60 per 

c e n t  are h e l d  by t he   i ndue t r i a l   coun t r i e s .   Fu r the rmore ,   app rox ima te ly  
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90 members do not  have a t  p r e s e n t   s u f f i c i e n t  SORs t o  pay t o   t h e  Fund 

2 5  per   cen t  of a n   i n c r e a s e   i n   q u o t a s  of the o rde r   p re sen t ly   d i scueeed .  

In   these  c i rcumgtances,  a r e l a t i v e l y   l a r g e  number of members would 

need t o  buy SDRe, perhape mainly from the Fund i t s e l f ,   t o  pay  them t o  

t h e  Fund. Consequently, many Directors b e l i e v e  i t  may be   appropr ia te  

t o  g ive  members a n   o p t i o n   t o  pay 2 5  per   cen t  of t h e   i n c r e a s e   i n   q u o t a s  

I n  SDRs or i n  the cur rency  of a n o t h e r  member p resc r ibed  by t h e  Fund, 

w i th  the concurrence of the i r suer .   These  Directore recall that i n  

a l l  previoue  increases  i n  quotas ,   except   one ,  25 per   cen t  of t h e  

i n c r e a s e  was p a i d   i n   r e s e r v e   a a e e t e ,   a n d   t h e   l i q u i d i t y   p o e l t i o n  of the 

Fund w a s ,  t h e r e b y ,   e t r e n g t h e n e d   t o   t h e  maximum ex ten t .  The gran t ing  of 

t he   op t ion   r equ i r e s  a dec ie ion  of t h e  Board of Governors  taken  by a 70 

per c e n t   m a j o r i t y  of t h e   t o t a l   v o t i n g  power. 

Direc tore  who eupport   the  payment of a r e s e r v e   a s s e t ,   p o i n t  out 

t h a t  euch a payment w i l l  u n d e r   e x i e t i n g   d e c i s i o n s   e i t h e r   c r e a t e  a 

reserve t r a n c h e   p o s i t i o n  for a member, or e n l a r g e   t h e   p a y i n e  member's 

ex i s t ing   r eee rve   t r anche ,  by a n  amount equa l  t o  t h e   r e s e r v e  amaet 

payment . Thus,  reeerve asset payment t o  t he  Fund r e s u l t s   o n l y   i n  a 

change i n  the  campoeition of a member'e r e s e r v e s ,  and does not  repreeerlt  

a n e t   d r a i n  on a member's reserves. They also emphasize  that  a piember 

can draw  on i t e   r e s e r v e   t r a n c h e   w i t h o u t   c h a l l e n 8 e   t o  i t s  r ep reee r ,   s t i on  

of balance of payments  need . 
15. A number of o t h e r  Directors b e l i e v e  members should not be requi red  

t o  pay 25  per cent  of t h e   i n c r e a e e   i n   q u o t a s  in r eee rve  assets. They 

poin t   ou t  that some members d o   n o t   h o l d   s u f f i c i e n t   o f f i c i a l   f o r e i g n  

assrte (SDRe and foreign exchange) t o  make a r eae rvc   aeoe t  payment t o  



- 11 - 

t h e  F m d  i n  connacrion w i t h   t h e   i n c r e a r e s   i n   q u o t a s  o€ t h e  r i t e  that 

are ptement ly   under   cone idera t ion .   In   these   c i rcu toa tances ,  and a l s o  

canaidering their views on t h e  need t o  e u p p l c m n t  rcocrver, t h e r e  

D i r e c t o r e  believe that a d e c i r i o n  t o  a l l o c a  e SDRe i n  t h e   f o u r t h  

b a r i c   p e r i o d  would be t he  moat e u i t e b l e  wey t o   e n a b l e  members t o  make 

a payment of 25 p e r  cent  of t h e  q u o t a  increase i n  SDRr. They  coneidcr  

t h a t  in the abaanca of a d e c i e i o n  t o  al locate  SIRS, menkrs rhould 

be given the option t o  pay t h e   i n c r e a s e   i n   q u o t a r  wholly i n  t h e i r  

own currency.  

V .  Sumnary of Main Iosucs 

16. The - in   ou ta tanding  i rauer  d i e c u r s e d   a b o v e   w i t h   r e g a r d   t o  the 

Eighth  General Ruview may be summarized a8 follcwm : 

1. Au rcgrrdr t h e  r i t e  of t h e   o v e r a l l  increare in q u o t a r ,  mort 

Execu t ive   D i rec to r s  ho ld  t h e  v iew t h a t  an i n c r e a s e  In t h e  r ire  of t h e  

Fund t o  betwma SDR 90 b t l l i o n  and S3R 130 b i l l i o n  would be a c c e p t a b l e ,  

a l though  many p r e f e r  a Fund of SDR 125 b i l l i s n .  

2. On the d i s t r i b u t i o n  of t h e   i n c r e a s e r   i n  quotas, moat D i r e c t o r s  

ag ree   t ha t   quo tao   ehou ld  be d i s t r i b u t e d   i n   a c c o r d a n c e   w i t h  members' 

rharer i n  c a l c u l a t e d   q u o t a s ,   a f t e r   p r o v i d i n g   f o r  an equiproportional 

incrcarc that would help ensure 8 mean ingfu l   i nc rease  i n  q u o t a s   f o r  a l l  

memberr. I n   d e t e r m i n i n g   t h e   e x t e n t  of the adjua tment  i n  members' s h a r e s  

in quotas,  w e t   D i r e c t o r e   b e l i e v e  that the adjus tment  coef f i c i c n t   e h o u l d  

f a l l  w i t h i n  a range of t h e   o r d e r  of 16 t o  25 per c e n t   f o r  a Fund s i z e  

of SDR 90 b i l l i o u ,   a n d   t h e   a d j u s t m e n t   c o e f f i c i e n t   w o u l d  be correepond- 

laglp l a r g e r  for l a r g e r   o v e r a l l   i n c r e a r e s  in quo ta r .  
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3, Am trg.rdr tha nodo of payment for the increree i n  quotae, 

mrt Diroctom brliova that 25 per a n t  of tha iacruro rhould be 

paid ia remame u r a t r ,  and a n n b n  r h l d  be given the  option t o  pay 

in  SDRa or in currency opacified by the  Fund, with tho concurroncc of 

the irouar. Other Dlracton taka the view that thoro tr a mod t o  

rupphmnt reoervo~ ; in tho abronce of an a1 location of 8Db. thev 

klieve m e m b r a  rbould llmo k given th option to pay lncreuer i n  

quetu wholly in  t b i r  own curtoncy. 
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Tabla 1. A l t e r n a t i v e   f l l u r t r a t i v e   D l a t ~ i b u t i o n r  of the Overal l  
I n c r r a r e   i n  Quotar (Irund af SDR 90 B i l l i o n )  

Prcmnt   Apport ionmnt of overa l l   incre l ree   in to  

1 . Equiproport   ional 
i nc rea re ,  per cent 
of preeent  quota l/ 

" 

3 Dis*ributior of rha re r  
- (per cent of t o t r l )  

l ndue t t i a i   coun t r l ee  61.3 61.7  62.2  62.4 62.5 62.6  63.0 

Nbn-lndusttlal cellscr!er 38.7 38.3 37.8 37.6 17.5 37.4 37.0 
Of which. 

Major oil -export ing 

Non-oil   dcvoloplw 
c o u n t r i e s  10.9 11.2 11.4 11.6 11.7 11.7 12.0 

c o u n t r i r r  27.8 2 7 . 1  26.4 26.1 25.9 25.6 25 .0  

- 
I/ The equlpropor t iona l   increare  p l u s  the increarr a l l o c a t e d   t o   t h e  member w i t h  the 

l o v e s t   r a t l o  of ca lcu la t ed   t o   p re ren t   quo ta  (bo, P . D . R . )  provide   the   smal les t   lncreaee ,  
i n  per rent of prerent quo ta ,  of 36.7, 29.6,  20.6, 17.5,  14.2, and 4.6 p e r  cent, r e s p e c t i v e l y ,  
i n  Cols. 2 through 7 in the c a b l e .  

beyween i c e  eharc i n  t h e   t o t a l  of prerent quotan and i t a  ehate i n  ca lcu la ted   quotas .  
21  Thie f igure   represents   the   percentage   t eduet ion  for each tseaber of t h e  difference 
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Table 2. A l t e r n a t i v e   I l l u s t r a t i v e   D i e t r i b u t i o n a  of the Overal l  
Incroare i n  Quotae (Fund of SDR 100 B i l l i o n )  

Preeent Appcitionment of o v e r a l l   i n c r e a s e   i n t o  
quota cqulproportional/stlective i nc reases  
eharee 7 5 / 2 5  50150 3 6 / 6 4  30170 23/77 0/106 

1. Uquiproportional 
i nc reaee ,  per c e n t  
of preeent   quota  A/ 

" 

47.9  31.9  22.9  19.3  14.7 " 

3. Die t r ibu t ion  of eharee 
( p e r   c e n t  of t o t a l )  

I n d u e t r i a l   c o u n t r i e s  61.3  61.8  62.3  62.6  62.7  62.9 6 3 . 4  

Non-industrial   countrl  e8 38.7  38.2 3 7 . 7  3 7 . 4  37.3 3 7 . 1  36.6 
Of which: 

Major oil -export in;< 

Non-oil  developing 
coun t r i ee  10.9 11.2 11.6 11.7 11.8 11.9 12.2 

coun t r l ee  27.0 27.0 26.1 25 .6  25.4 2 5 . 2  2 4 . 4  

1/  The e q u i p t o p o r t l o n a l   i n c r e a s e   p l u e   t h e   i n c r e s e e  allocated t o   t h e  member w i t h  the 
lowest ratio of ca lcu la t ed   t o   n re sen t   quo ta  (Lao, P . D . R . )  provide   the   smal les t  increase, 
in per cent  o t  preeen t   quo ta ,  of 4 9 . 6 ,  35.0,  26.7, 23.8,  19.6, and 6.3 p e r   c e n t ,   r e e p e c t i v e l y ,  
i n  Cole. 2 through 7 i n   t h e   t a b l e .  

between its share i n   t h e   t o t a l  of present   quotas   and i t s  share in c a l c u l a t e d   q u o t p .  
2 /  T h i s   f i g u r e   r e p r e s e n t s   t h e   p e r c e n t a g e   r e d u c t i o n  for each m e m b e r  of the  difference 
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Table 3. Altrtnrtlva Il lur t ts t ive  Dlr t r lbut ionr  of tha Overall 
1ncn.w I n  Quotar (hand of 8 M  125 Dillion) 

Pramnt  Apvortionwnt of overall   increare  into 
quota 
rhrra  ?5 f 25 so/ so 40/  60 301 70 22/78 0/100 

" 

)quipropottiorul/relrctive i n c r r r r r r  

i . Equipropor t letu 1 
incteaae, W t  cent 
of p n r r n t  quota L/ 78.6 52.4 41.9  31.4 22.9 " 

3. Mrtributioa of rharrr 
(per cant of t o t a l )  

Indurtr i r l   countr ier  61.3  62.0  62.7 62.9 63,2 63.4 64.0 

Won=indurttirl  counttior 38.7 38.0 37.3 37.1 36.8 36.6 36.0 
Of which: 

najor  oll=oxportln# 

Nonail  developiag 
countrier 10.9 11.3 11.8 11.9 12.1 12.2 12.6 

count rlcr 27.8 26.7 25.6 2 L  2 24.7 24.4 23 .4  

1/ The equiptoportiotul  increare  plur  the lncrerre allocated  to  the member with  the 
lo&t ratlo of calculated t o  pterrnt  quota (bo, P.P.R.) provide the rrallert increare, 
i n  pet cent of prrrent  quota, of 81.3, 57.5, 48.0, 38.6, 30.9, and 10.0 per cent,  rerpectively, 
i n  &la. 2 through 7 in the trble.  

b e h e n  i t 8  rharr i n   t he   t o t a l  of prrrent  quotrr  and it8 rhate i n  calculated  quotar. 
2/ Thir figure repterentr the percentage  reduction for each member of the difference 

I 


