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INTERNATIONAL MONETARY FUYD 

Report  of t h e   E x e c u t i v e   B o a r d   t o   t h e   I n t e r i m  Commit tee of t h e  
Board of Governors  on t h e   I n t e r n a t i o n a l   M o n e t a r y   S y s t e m  or1 

t h e   E i g h t h  General Review of Quotas  
" 

J a n u a r y   1 4 ,  1983 

I.  I n t r o d u c t i o n  

1. The  communique of t h e   I n t e r i m  Committee, i s s u e d   a f t e r  its l 9 t  tl 

meeting h e l d   i n   T o r o n t o ,  Carlada i n  September 1982,  s t a t e d   t h a t  

"There  was widesp read   suppor t  i n  t h e  CornmLttee on t h e   u r g e n t  
need fo r  a s u b s t a n 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 C o m m i t t e e   r e i t e r a t e d  i t s  view t h a t  q u o t a s  
must remain t h e   p r i m a r y   s o u r c e  of f i n a n c i a l  r e s o u r c e s  € o r  t h e  
Fund ' s   ope ra t ions   and  t h a t ,  t h e r e f o r e ,  the Review should result 
in a n  i n c r e a s e  in q u o t a s   t h a t   w o u l d  be large enough t o  e n a b l e  
t h e  Fund t o   p e r f o r m  I t s  f u n c t i c n s  In a n  e f f e c t   i v e  manner Ln t h e  
19809. The  Committee a l s o  r e i t e r a t e d  i t s  v i e w   t h a t  t h e  c c ( a s i o n  
of a n  en largement  of the Fund  under the E i e h t h   G e n e r a l  ??W 
shou ld  he used  t o  b r i n g  t h e   q J o t a c  of members more 1 ii th 
t h e l r   r e l a t i v e   p o s i t i o n s  i n  t h e  world economy, t a k ~ n  ,It r , i  
t h e   c a s e  f o r  m a i n t a i n l n g  a p r o p e r  b a l a n c e   b e t w e e n   t h e  d L e r ~ n t  
g r o u p s  of c o u n t r i e s .   T h e  Committee a l s o  a sked   t he  Fxecutive 
Board t o  a s s e s s  t h e   a d e q u a c y  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  malor s t r a i n s   i n   t h e   i n t e r n a t t o n a l  financial sys t em.  

The  Commit tee   urged  the  Execut ive Board t o   p u r s u e  I t s  work 
on t h e  Issues of the Review a6 a matter of high p r i o r i t y ,  s o  
t h a t   t h e   r e m a i n i n ?  issues o n   t h e  s i z e  a n d   d i s t r l b u t ' o n  of t h e  
q u o t a   i n c r e e s e   c o u l d  be r e so lved  by the t i r e  of the   Commi t t ee ' s  
next  meeting i n  A p r i l  1983. ' 

2 .  I n  view of t h e   a d v a n c e  in the t i m i n g  of t h e   n e x t   m e e t i n g  of 
t k e  Interim Committee t o  e a r l y   F e b r u a r y  1983,  and a l s o  t a k ~ n g  I n t o  
accoun t  t h e  v i e w s  e x p r e s s e d  by t h e   I n t e r i m   C o m m i t t e e  O R  the  E i g h t h  
G e n e r a l  Review of Q u o t a s  a t  i t s  l a s t  m e e t i n g ,   t h e  E x e c u t i v e  Board 112s 
g i v e n   u r g e n t   c o n s i d e r a t i o n   t o  the main i s s u e s   r e l a t i n g  t o  t h e  
F1ghth General Review of Quotas .  

3 .  The Executive Board h a s  d j  scussed   the   E igc l th  & n e r a l  Review of  
9 u o t a s  i n  t h e  l i g h t  of  the p r i n c i p l e   t h a t  q u o t a s  m u s t  p r o v l d e  t h e  
primary source f o r  t h e  F u n d ' s   f i n a n c i n g ,  I n  t h i s  connection I t  has 
cor t s ldered  ( i )  t h e  s l 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 ;  ( l i )  th t .  
d i s t r i b u t i c n  of t h e   o v e r a l l  increese,  including t h e   p o s i t i o n  of coun- 
t r i o s  wi th  v e r y  small  quotas  i n  thP r'und a n d  (iil) t h e  mode of payment 
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f o r   t h e   i n c r e a s e   i n   q u o t a s .   T h e   r a n g e  of  views of  E x e c u t i v e   D i r e c t o r s  
o n   t h e s e   m a i n   i s s u e s   h a s   g r e a t l y   n a r r o w e d   s i n c e   t h e   l a s t   m e e t i n g   o f  
the  Committee.  A s  o u t l i n e d  below, some d i f f e r e n c e s   r e m a i n  among t h e  
E x e c u t i v e   D i r e c t o r s .  The p r i n c i p a l  elements of an  agreement a r e  now 
a v a i l a b l e  for t he   In t e r im   Commi t t ee  t o  r e s o l v e   t h e   r e m a i n i n g   i s s u e s  
and   provide  a n  e a r l y   c o n c l u s i o n  of t h e   E i g h t h  General keview. 

11. S i z e  o r  t h e  Overall I n c r e a s e  - 
4. The   Execu t tve   D i rec to r s   have   no ted   t he   v i ew of t h e   I n t e r i m  
C o r n n i t t e e   t h a t   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   s h o u l d  be of a s i z e  t h a t  
would   enable   the  Fund t o   d e a l   e f f e c t i v e l y   w i t h   t h e   p r o S l e m s  of finan,- 
$ng a n d   a d j u s t m e n t   t h a t  a re  w i t h i n  i t s  competence  and are  l i k e l y   t o  he 
e n c o u n t e r e d   i n   t h e  1980s. The E x e c u t i v e   D i r e c t o r s   b e l i e v e   t h a t   t h e  
i n c r e a s e  i n  q u o t a s   s h o u l d   e n a b l e   t h e  Fund to  accommodate t h e  l i k e l y  
needs for Fund r e s o u r c e s   i n   t h e   1 9 8 0 s ,   a n d   t h a t   b o r r o w i n g  by the   Fund,  
which shou ld   no t   be  a r e g u l a r   f e a t u r e  of t h e   F u n d ' s   o p e r a t i o n s ,  mav be 
r e s o r t e d  t o  i n  e x c e p t i o n a l   c i r c u m s t a n c e s ,   i n c l u d i n g   b o r r o w i n g  by t b e  
Fund under i t s  s t a n d i c g   a r r a n g e m e n t s   s u c h  as  the   Gene ra l   Ar rangemen t s  
t o  Borrow. Many D i r e z t o r s   b e l i e v e   t h a t   t h e   l a r g e r   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 ,   t h e   e a s i e r  i t  w i l l  be t o  r e s o l v e  some of  
t h e   i s s u e s   r e l a t i n g  to t h e   d i s t r i b u t i o n  of q u o t a s ;   a c c o r d i n g l y ,   t h e y  
 tress the   impor t ance  of c o n s i d e r i n g   t h e  issues of s i z e   a n d   d i s t r i b u -  
t i o n  i n  con j  un c t  ion .  

5 .  I n   t h e i r   d i s c u s s i o n  on t h e   l i k e l y   n z e d  by members f o r  Fund 
r e s o u r c e s   d u r i n g   t h e  19805, most D i r e c t o r s  are  of the view t h a t  t h e  
need f o r  Fund s u p p o r t  OF members '   balance of payments   adjustment  Dro- 
grams  cannot be e x p e c t e d   t o   d i m i n i s h   i n   t h e  years a h e a d ,   e s p e c i a l l y   i n  
t h e   l i g h t  of u n c e r t a i n t i e s  and d i f f i c u l t i e s  in t h e   f i n a n c i a l  s y s t e m  
t h a t  a r e ,  i n t e r  a l i a ,  a s s o c i a t e d   w i t h  the  s e r v i c i n g   o f   i n t e r n a t i o n a l  
d e b t  and r e l a t e d   c a p i t a l   f l o w s .   T h e s e   D i r e c t o r s   b e l i e v e  t h a t  t h e  
i n c r e a s e  i n  q u o t a s   u q d e r   t h e   E i g h t h   G e n e r a l   R e v i e w   n e e d s   t o   b e   s u f f i -  
c i e n t l y   l a r g e  for t h e  Fund t o   F i n a n c e   a n   a p p r o p r i a t e   l e v e l  of access 
t o  i t s  r e s o u r c e s   t o   p r o m o t e   a d j u s t m e n t .  Some Directors ho ld   t he   v i ew 
t h a t ,   f o l l o w i n g   t h e   e x c e p t i o n a l l y   w i d e s p r e a d   a d j u s t m e n t   e f f o r t s   c u r -  
r e n t l y   b e i n g   s u p p o r t e d  by t h e  Fund,  payments   imbalances   tha t   would  
r e q u i r e   c o n d i t i o n a l   f i n a n c i n g  by t h e  Fund  can  be  expected t o   m o d e r a t e  
l a t e r  i n   t h e   d e c a d e .  

6 .  I n  t h e   l i g h t  of t h e s e   c o n s i d e r a t i o n s ,   D i r e c t o r s '   v i e w s  o n  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 ,   w h i c h ,   i n  a s p i r i t  of compromise,  have  nar- 
rowed c o n s i d e r a b l y   s i n c e   t h e   l a s t   m e e t i n g  of the   Commit tee ,  may be 
summarized a s  f o l l o w s .  

( i )  Most D i r e c t o r s   b e l i e v e   t h a t   a n   a p p r o x i m a t e   d o u b l i n g  of 
t h e   F u n d ' s   q u o t a s ,  from t h e   p r e s e n t   t o t a l  of SUR 61.1  b i l l i o n  to 
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SDR 1 2 5   b i l l i o n ,   w o u l d   b e   a p p r o p r i a t e .  Some of t h e s e   D i r e c t o r s  
a r e  of t h e   v i e w   t h a t  more than a d o u b l i n g  nf ?resent q u o t a s  i s  
needed.  A l l  of   them  could accept a n   o v e r a l l   s i z e   o f  the  Fund of 
SDR 1 0 0   b i l l i o n  as a minimum. 

(ii) Other D i r e c t o r s   h a v e   i n d i c a t e d   t h a t   t h e y   c o u l d   s u p p o r t  
a n   o v e r a l l  s i z e  of t h e  Fund tha t  l i e s  w i t h i n   t h e   r a n g e  of 
STIR 85-100 b j l l i o n ,  and some of t h e s e   D i r e c t o r s   b e l i e v e   t h a t   a n  
i n c r e a s e   i n   q u o t a s  of 50 p e r  cent t o  t h e   o r d e r  of SDR 90 b i l l i o n  
i s  a minimum, 

( i i i )   I n  t hP  c o u r s e  of d i s c u s s i o n ,  most D i r e c t o r s   h a v e  
i n d i c a t e d   t h a t  an increase i n  Fund q u o t a s  t o  SDR 1 0 0   b i l l i o n  would 
be a c c e p t a b l e .  

7 .  A number of D i r e c t o r s   b e l i e v e   t h a t   i f   t h e   t o t a l  of Fund q u o t a s  i s  
less t h a n  SDR 1 2 5  b i l l i o n ,   t h e   i n t e r v a l   b e t w e e n  the c o m p l e t i o n   o f   t h i s  
Revtew  and t h e   s t a r t  of t he   nex t   (N in th )   Gene ra l   Rev iew  o f   Quo tas  
shou ld  be s h o r t e n e d  f rom t h e  maximum p e r i o d  of f i v e   y e a r s .  T h e  v iew is 
also p u t   f o r w a r d   t h a t   t h e   a c c e l e r a t i o n   i n   t h e   t i m e t a b l e   f o r   c o m p l e t i n g  
t h e   E i g h t h  General Review,   wi th  a view t o   h a v i n g   t h e  new q u o t a s  come 
i n t o   e f f e c L  i n  l a t e  1983 or  e a r l y  1 9 8 4 ,  r a t h e r   t h a n   l a t e   1 9 8 5 ,  will 
h a v e   t h z   r e s u l t   t h a t   t h e  s t a r t  of t h e   p e r i o d  for t h e  next r e v i e w  of 
quotas   would be e f f e c t i v e l v   a d v a n c e d   w i t h o u t  a r e d u c t i o n   i n   t h e   f i v e -  
yea r   pe r iod   be tween   quo ta   r ev iews .  

111. D i s t r i b u t i o n  of Overall I n c r e a s e  

8. I n  t h e i r   d i s c u s s i o n  of t h e   d i s t r i 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  
q u o t a s ,   t h e   E x e c u t i v e   D i r e c t o r s   h a v e   b e e n  g u i d e d  by t h e   I n t e r i m  
Commi t t ee   wh ich   "no t ing   t ha t   t he  present  q u o t a s  of a s i g n i f i c a n t  number 
of members  do not r e f l e c t   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. . . reaff i rmed i t s  v i e w   t h a t   t h e   o c c a s i o n   o f  a n  en la rgemen t  of 
t h e  Fund under t h e   E i g h t h   C e n e r a l  Review should   be   used  t o  b r i n g  t h e  
q u o t a s  of t h e s e  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 ,  
t a k i n g   a c c o u n t  of t h e   c a s e   f o r   m a i n t a i n i n g  a p rope r   ba l ance   be tween   t he  
d i f f e r e n t   g r o u p s  of c o u n t r i e s .  Directors are also of t h e  v i e w  t h a t  
t h e   d i s t r i b u t i o n  of t h e   i n c r e a s e  in q m t a s  shou ld  n o t  r e s u l t   i n   a b r u p t  
changes in q u o t a   s h a r e s  of I n d i v i d u a l  members  and t ha t  a l l  members 
shou ld  receive a m e a n i n g f u l   i n c r e a s e  in q u o t a s .   F u r t h e r m o r e ,  a l l  
D i r e c t o r s   a g r e e   t h a t   t h e   m e t h o d   u s e d   t o   d i s t r i b u t e   t h e   i n c r e a s e  in 
quo tas   shou ld   be   one   wh ich   app l i e s   un i fo rmly  t o  a l l  members. 

9. The q u o t a   c a l c u l a t i o n s   u s e d  f o r  t h e   p u r p o s e s  of t h i s  Review  have 
been  based on t h e   r e v i s e d   q u o t a  formulas agreed  by t h e   E x e c u t i v e  
3oard  i n  August 1982.  I n  i t s  l a s t  R e p o r t   t o   t h e   I n t e r i m   C o m r n l t t e e  on  
t h e   E i g h t n  General Qevipw t h e   E x e c u t i v e   B o a r d   n o t e d   t h a t ,  "whilst 
a c c e p t i n g   t h e  agreed q u o t a   c a l c u l a t i o n s  as  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   e c o n o m i c   p o s i t i o n s  of c o u n t r i e s  i n  the  world  economy,  
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some E x e c u t i v e   D i r e c t o r s  are  of the v iew t h a t  t h e y   d o  not p r o v i d e  a 
w h o l l y   s a t i s f a c t o r y   m e a s u r e  of r e l a t i v e   e c o n o r u i r   p o s i t i o n s .  It  is  
u n d e r s t o o d   t h a t   t h e   c h a n g e s   t h a t   h a v e   b e e n  made d o   n o t   p r e c l u d e   f c l r t h e r  
a p p r o p r i a t e   c h a n g e s  in c o n n e c t i o n   w i t h   f u t u r e   r e v i e w s . "  

10. T h e   E x e c u t i v e   B o a r d   c o n s i d e r e d   d i f f e r e n t   m e t h o d s   t h a t   c o u l d   b e  
u s e d   t o   d i s t r i b u t e   t h e   i n c r e a s e   i n   q u o t a s ,   t a k i n g   i n t o   a c c o u n t  the 
various aims n o t e d   i n   p a r a g r a p h  8 above. A f t e r  l ong  d e l i b e r a t i o n ,   t h e  
Executive Board agreed t h a t   t h e  element i n  t h o  i n c r e a s e   t h a t  is 
i n t e n d e d  t o  b e t t e r  r e f l ec t  t h e   T e l a t i v e   e c o n o m i c   p o s i t i o n s   o f  member 
c o u n t r i e s  shoula be d i s t r i b u t e d   I n   p r o p o r t i o n  t o  each   member ' s   share  
i n   t h e   t o t a l  of c a l c u l a t e d   q u o t a s ,   a n d   t h e   e l e m e n t   t h a t  1s i n t e n d e d   t o  
a s s u r e  a m e a n i n g f u l   i n c r e a s e   i n   q u o t a s   f o r   e a c h  member, and  t o   a v o i d  
a b r u p t   c h a n g e s   i n   q u o t a   s h a r e s ,   s h o u l d  be d i s t r i b u t e d  i n  p r o p o r t i o n   t o  
each   member ' s   p re sen t   quo ta .  

11. The E x e c u t i v e   D i r e c t o r s   h a v e   n o t   r e a c h e d  a consensus  on the 
p r o p o r t i o n  of a g i v e n   o v e r a l l   q u o t a   l n c r e d s e   t h a t   s h o u l d   b e   d e v o t e d   t o  
e f f e c t i n g   s e l e c t i v e   i n c r e a s e s   i n   q u o t a s   a n d  the o r o p o r t i o n   t h a t   s h o u l d  
be d e v o t e d   t o   t h e   e q u i p r o p o r t i o n a l   i n c r e a s e .  The   Tables   appended   to  
t h i s  report show a l t e r n a t i v e   i l l u s t r a t l v e   d i s t r i b u t i o n s   b e t w e e n  
s e l e c t i v e   a n d   e q u i p r o p o r t i o n a l   i n c r e a s e s  for f o u r   s i z e s   o f   F u n d - - v i z .  
SDR 85 b i l l f o n ,  SDR 90 b j l l l o n ,  SDR 1 0 0   b i l l i o n ,   a n d  SDR 1 2 5  b i l l i o n .  - 1/ 

1 2 .  A number   o f   Execut ive   I l i rec tors  s t ress  t h a t   i n   v i e w  of t h e  large 
and   g rowing   d i f f e rences  f o r  a s i g n i f i c a n t  number of  members between 
t\eir s h a r e s  i n  p r e s e n t   q u o t a s   a n d  i n  c a l c u l a t e d   q u o t a s ,   a n d   i n   v i e w  
of wha t   t hey   cons ide r  t o  be t h e  1 i m 1  t e d   d e g r e e  of adJus tmen t   unde r  
t h i s   m e t h o d ,  i t  w o u l d   b e   a p p r o p r i a t e   t o   d i s t r i b u t e   t h e   e n t i r e   i n c r e a s e  
i n   q u o t a s   i n   t h e   f o r m   o f   s c l e c t i v e   a d J u S   t r n e n t s .  Each member would 
r e c e i v e  some i n c r e a s e  in q u o t a s   u n d e r   t h l s   m e t h o d .  On t h e   o t h e r   h a n d ,  
a number of D i r e c t o r s   b e l i e v e   t h a t  a significant p a r t ,  of t h e   o r d e r  o€ 
t h r e e   q u a r t e r s ,  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   s h o u l d   b e   d i s L r i b u t z d  
as 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. 4 few o t h e r  Directors  
f a v o r ,  o r  c a n   s u p p o r t ,   a n   e q u l p r o p o r t i o n a l   i n c r e a s e   r a n g l n g   b e t w e e n  50 
t o  7 5  p e r   c e n t  O F  t h e   o v e r a l l   i n c r e a s e  Cn q u o t a s .   T h e s e   D l r e c t o r s  
st-ess t h e   n e e d   t o  avoid abrup'; charlpes i n  t h e   q u o t a  shares of members 
and wish t o  e n s u r e   t h a t   e a c h  member r e c e i v e s  a m e a n j r g f u l   i n c r e a s e   i n  
i t s  quo ta .   These  Directors r eca l l  t h a t  l n  tlle l p s t  communique OF t h e  

1/ The T a b l e s  a l s o  show f o r  e a c h  calculation t h e   e x t e n t   t o   w h i c h  
" - 

q u o t a   s h a r e s  are  a d J u s t e d   t o w a r d   s h a r e s  l n  cc r l cu la t ed   quo ta s  ( t h e  
a d J u s t r n e n t   c o e f f i c i e n t )  and t h e   d i s t r i b u t i o n  of shares i n   t h e  Fund 
b e t w e e n   t h e  malor g roups  of countrtes, whlch have b e e n   r l d s s i f i e d  as - 

i n   I n t e r n a t i o n a l   F i n a n c i a l   S t a t i s t i c s .   ( T h e  I F S   c l a s s i f i c a t i o n  1 s  
used  for p r e s e n t a t i o n a l  pu rposes  o n l y  and ~t 1 s  n o t   i n t e n d e d   t o  have 

- 
o p e r a t i o n a l  significance f o r  t h e  purposes of t b e   G e n e r a l  R E v t e w  of 
Quotas .  1 

summarized i n   t h e   A p p e n d i x  a r e  s h o r n   I n  3 sepa ra t e   documen t   wh ich  i s  
c i r c u l a t e d   c o n c L r r e n t l y .  

F o r  ease of r e f e r e n c e ,   t h e   I n d i v i d u a l   q u o t a   c a l c u l a t i o n s   t h a * -   a r e  



- 5 -  

I n t e r i m  Committee I t  was s t a t e d   t h a t  i n  b r i n g i n g   q u o t a s  more i n   l i n e  
w i t h  r e l a t i v e  economic p o s i t i o n a ,  account s h o u l d  be t a k e n  of " t h e  
case f o r   m a i n t a i n i n g  a p r o p e r   b a l a n c e   b e t w e e n   t h e   d i f f e r e n t   g r o u p s  of 
c o u n t r i e s . "   T h e y   n o t e d   t h a t   u n d e r  a l l  a l t e r n a t i v e   i l l u s t r a t i v e   c a l c u -  
l a t i o n s  i n  t h e  Tables a t t a c h e d   t o   t h i s  report, t h e   s h a r e   o f   t h e  non- 
o i l   d e v e l o p i n g   c o u n t r i e s ,   t a k e n  as g r o u p ,  decl ines  a n d   t h e y   b e l i e v e  
t h a t  a l a r g e   e q u i p r o p o r t i o n a l   c o m p o n e n t   w o u l d   h e l p   t o   m i n i m i z e   t h e  
d e t e r i o r a t i o n  i n  t h e   r e l a t i v e   p a s i t i o n  of t h i s  group of c o u n t r i e s .  On 
t h e   o t h e r   h a n d ,  many D i r e c t o r s   c o n t i n u e  t o  f e e l  t h a t   q u o t a   i n c r e a s e s  
s h o u l d  be  based on m e m b e r s '   i n d i v i d u a l   p o s i t i o n s   a n d   n o t  on t h e   p o s i -  
t i o n s  of groups  of  members.  B e t w e e n  t h e  v i e w s  of t h o s e   D i r e c t o r s  who 
h o l d   t h a t   t h e   e n t i r e   i n c r e a s e  i n  quotas  s h o u l d  be d e v o t e d   t o   e f f e c t -  
ing s e l e c t i v e   i n c r e a s e s   a n d   t h o s e  who f e e l   t h a t  3 s i g n l f i c a n t   p a r t  of 
t h e  i n c r e a s e   s h o u l d  be d i s t r i b u t e d  i n  t h e  form of a n  e q u i p r o p c r t i o n a l  
increase,  many D i r e c t o r s   h a v e   i n d l c a r e d   t h a t   t h e y   f a v o r ,   o r  can 
a c c e p t ,  I n  t h e   l i g h t  of t h e   E x e c u t i v e  Board d l s c u s s t o n ,  a n  e q u i p r o -  
p o r t i o n a l   e l e m e n t   o f  50 p e r  cent or a lower f i g u r e ,  going for some t o  
20 p e r   c e n t  of t h e   o v e r a l l   i n c r e a s e ,  depending on t h e  size of t h e  
Fund. 

13. The  Execut ive   Board  has also c o n s i d e r e d   t h e   p o s i t i o n  of 
t h e  v e r y  small q u o t a   m e m b e r s - - i . e . ,   t h o s e   w i t h   q u o t a s   t h a t   a t   p r e s e n t  
a r e  l e v 8  t h a n  SDR 10 m i l l i o n ,   a n d  who a c c o u g t   f o r   o n l y   a b o u t  0.1 p e r  
c e n t  of t o t a l   q u o t a s .  Many D i r e c t o r s  feel  t h a t   t h e   s p e c i a l   e c o n o m i c  
problems of t h e s e   c o u n t r i e s ,   i n c l u d i n g   v e r y   l i m i t e d  access t o   c a p i t a l  
m a r k e t s ,   n a r r o w   p r o d u c t i v e   a n d   e x p o r t   b & s e ,   a n d   t r a n s p o r t a t i o n   d i f f i -  
c u l t i e s ,  a re  n o t ,  a n d   p o s s i b l y  cannot be, adequa te ly   comprehended  by 
t h e   q u o t a   f o r m u l a s ,   a n d   t h a t  a case e x i s t s  f o r  6ome spec ia l  a d j u e t m e n t  
of t h e i r   q u o t a s ,  after taking a c c o u n t  of a n y   i n c r e a s e s   t h a t   m i g h t  be 
ag reed   unde r   t he   E igh th   Gene ra l   Rev iew.   Ad jus tmen t s ,   wh ich   wou ld  be 
mean ingfu l   f rom the p o i n t  of  view of t h e   s m a l l   c o u n t r i e s   c o n c e r n e d ,  
would  be r e l a t i v e l y   v e r y  small i n  a g g r e g a t e   ( p e r h a p s  no more t h a L l  
SDR 2 0  m i l l i o n ,   d e p e n d i n g  o n  t h e   p r e c i s e   m e t h o d  of a d j u s t m e n t  chosen) .  
They  could be based  o n  a s i n g l e  minimum q u o t a ,  o r  round ing-up   o f   quo ta s  
t o  say ,  a maximum l e v e l  ln e a c h  of a number of c l a s s e s  (e.g., SUR 5 ,  
7 . 5  and  10 m i l l i o n ) ,   o r  a s t r a l g h t   p e r c e n t a g e   i n c r e a s e   ( b a s e d   e i t h e r  
on p r e s e n t  9 r  new q u o t a a j ,   o t h e r   m e t h o d s   c o u l d  a l s o  be used .  But 
a g a i n s t   t h i s ,   m o s t   o t h e r   D i r e c t o r s   h o l d   t h e  v i e w  t h a t  i t  is i m p o r t a n t  
t o   m a i n t a i n   u n i f o r m i t y  O F  t r e a t m e n t  of members in d i s t r i b u t i n g   i n c r e a s e s  
i n   q u o t a s .  These D i r e c t o r s  do n o t   b e l i e v e   t h a t   t h e  small SDR c o s t  O F  
s u c h   s p e c i a l   a d j u s t m e n t s  is a r e l e ' r a n t   c o n s i d e r a t i o n ,   a q d  t h e y  do not 
c o n s i d e r   t h e   c a s e   h a s   b e e n  made o u t   t h a t   t h e   e c o n o m i c   p r o b l e m s  of 
t h e s e   c o u n t r i e s  are  unlque, which would argue for s p e c i a l  a d j u s t m e n t  
in t h e i r   q u o t a s .   T h e r e f p r e ,   t h e s e   D i r e c t c r s   d o  n o t  f a v o r  a s p e c i a l  
a d j u s t m e n t   i n   t h e   q u o t a s  of t h e  members   reEerred   to  above. Some of 
t h e s e   D i r e c t o r s  also p o i n t   o u t   t h a t  a s p e c i a l   a d j u s t m e n t   i n   v e r y  small 
q u o t a s  could resul t  in t h e s e  members s a t i s f y i n g   t h e i r   n e e d s   f o r  Fund 
r e s o u r c e s   t h r o u g h  use o f   f a c i l i t i e s  w h i c h  do n o t   i n v o l v e   u p p e r   t r a n c h e  
c o n d i t i o n a l i t y .  A f e w   D i r e c t o r s   t h o u g h t  it a p p r o p r i a t e   t o   e x a m i n e  
the   economic   p rob lem of small c o u n t r i e s   f u r t h e r  i n  t h e   l i g h t  of t h e  
increaees in q u o t a s   t h a t  are a g r e e d  u n d e r  t h e  Eighth   Genera l   Review.  
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Some E x e c u t i v e   D i r e c t o r s   p u t   f o r w a r d   t h e  vlew t h a t   t h e   i s s u e  of a 
poss ib le  increase in basic  v o t e s ,  which would nee1 an amendmerlt t o  
the Articles, might  be f u r t h e r   e x a m i n e d .  

TV.  Payment for I n c r e a s e s  i q  Quotas  - 

14 .. T h e   E x e c u t i v e   B o a r d   h a s   d i s c u s s e d   t h e  mode of payment for t h e  
i n c r e a s e s   i n   q u o t a s .  The Articles o f   Agreemen t   p rov ide   t ha t   each  
mesber w h i c h   c o n s e n t s   t o  an i n c r e a s e   i n   q u o t a   s h a l l   " p a y  t o  t h e  Fund 
t w e n t y - f i v e   p e r   c e n t  of t h e   i n c r e a s e   i n   s p e c i a l   d r a w i n g   r i g h t s ,   b u t  
the Board of G o v e r n o r s   a a y   p r o s c r l h e   t h a t   t h i s  payment qay be  made, 
on t h e  sane basis for a l l  members, i n  whole or in p a r t  in t h e   c u r -  
r e n c i e s  of o t h e r  members s p e c i f i e d ,   w i t h   t h e i r   c o n c u r r e n c e ,  by t h e  
Fund,  or i n   t h e  member's own c u r r e n c y . .  . The  ba lance  of t h e   i n c r e a s e  
s h a l l  be p a i d  by t h e  member i n  i t s  own c u r r e n c y . "  

15.. Almost a l l  D i r e c t o r s  agree in p r i n c i p l e   t h a t  2 5  p e r  c e n t  of t h e  
i n c r e a s e   i n   q u o t a s   s h o u l d   b e   p a i d   i n   r e s e r v e  assets.  Most of t h e s e  
Directors  would p r e f e r   t h a t   t h e   r e s e r v e  asset payment: be i n  SDRs. A 
reserve asset  payment made i n  SgRs p r o v i d e s   t h e   g r e a t e s t   e n h a n c e m e n t  
of t h e   l i q u i d i t y  of t h e   F u n d ,   i m p r o v e s   t h e   F u n d ' s   i n c o m e   p o s i t i o n  when 
t h e  ra te  of re rdunera t ion  i s  lower t h a n   t h e  SDR r a t e ,  ab at p r e s e n t ,  
and it a lso  p r o m o t e s   t h e   u s e  of t h e  SUR i n  Fund o p e r a t i o n s   a n d   t r a n s -  
ac t ions .   However ,   app rox ima te ly  2 0  per  c e n t  of the t o t a l  SDRs 
a l l o c a t e d  are  p r e s e n t l y   h e l d  by t h e   G e n e r a l   D e p a r t m e n t  of t h e  Fund  and 
approx ima te ly   60  per  c e n t  a r e  h e l d  by t h e   i n d u s t r i a l   c o u n t r i e s .  
F u r t h e r m o r e ,   a p p r o x i m a t e l y  90 members d o  not   have  a t  p r e s e n t   s u f f i c i e n t  
SDRs t o  pay t o   t h e  Fund 2 5  p e r   c e n t  of a n   i n c r e a s e  in q u o t a s  of t h e  
o r d e r   p r e s e n e l y   d i q c u s s e d .  In t h e s e   c i r c u m s t a n c e s ,  a r e l a t i v e l y   l p r g e  
number of  members would   need   to   buy  SDRs, p e r h a p s   m a i n l y  f r o m  t h e  Fund 
i t s e l C ,  t o  pay them t o   t h e   F u n d .   C o n s e q u e n t l y ,  many D i r e c t o r s   b e l i e v e  
i t  may be a p p r o p r i a t e  to give  members an o p t i o n   t o  pay 25 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  in SDRs o r  i n  t h e   c u r r e n c y  of a n o t h e r  member 
p r e s c r i b e d  by t h e   F u n d ,   w i t h   t h e   c o n c u r r e n c e  of ttle i s s u e r .  The  grant-  
i n g  of t h e   o p t i o n   r e q u i r e s  a d e c i s i o n  of t he   Boa rd  of Governor s   t aken  
by a 7 0  p e r  c e n t   m a l o r i t y  of t h e   t o t a l  votirlg power. 

16 . D l  r e c t o r s   r e c o g n i z e   t h a t  many members may face  d i f f i c u l t i e s  i n  
making reserve asset  p a y m e n t s   a n d   t h a t  some might n e e d   t o   b o r r o w   t o  
make t h e   p a y m e n t s   t o   t h e  Fund. S e v e r a l   D i r e c t o r s  are t h u s  of t h e  v i e w  
t h a t  n e m b p r s   s h o u l d   h a v e   t h e   o p t i o n   o f   p a y i n g   t h e   i n c r e a s e d  subscripLion 
w h o l l y   i n   t h e i r  own cur rencv .  ntl7tr; 2 o i a t  o u t  t h a t   u n d e r   e x i s t f n g  
dec l s lons  a r e s e r v e  a s s e t  payment t o  t h e  Fund e i t h e r   c r e a t e s  a reserve 
t - a n c h e   p o s i t i o n  for a member, o r  e n l a r g e s   t h e  paying m e m b e r ' s   e x i s t i %  
r e s e r v e   t r a n c h e ,  by an amount equal t o  t h e  reserve asset payment.   Thus,  
a r e s e r v e  asset  payment t o  t h e  Fund r e s u l t s   o n l y   i n  a c h a n g e   i n  the 
cornpos t t ion  of a m e m b e r ' s   r e s e r v e s ,   a n d   d o e s   q o t   r e p r e s e n t  a n e t  
d r a i n  on them.  Furthermore,  a member can  draw o n  its reserve t r a n c h e  



w i t h o u t   c h a l l e n g e   t o  i t e  r e p r e s e n t a t i o n  of b a l a n c e  of payments   need.  
D i r e c t o r s   a l s o   n o t e d   t h a t   i n   t h e   e v e n t   t h a t  members   would   exper ience  
d i f f i c u l t i e s  in m a k i n g   t h e   r e e e r v e  asset paymen t   because   t hey   do   no t  
hold 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  assets ( S D R s  a n d   f o r e i g n   e x c h a n g e ) ,  
a r r a n g e m e n t s  c c v l d  b e   p u t   i n  place t o  assist s u c h  members i n  making 
the  payments  t o  the Fund. I n  t h e   l i g h t  of t h e   a s s u r a n c e s   t h a t   h a v e  
been p r o v i d e d  by t h e  s t a f f  r e g a r d i n g   t h e   t e c h n i c a l   f e a s i b i l i t y  of s u c h  
arrangements, h i r e c t o r s  agree t h a t  members t h a t   e n g a g e  in s u c h   a r r a n g e -  
m e n t s  and t h a t   n e e d   t o   d o  so c o u l d   r e p a y   p r o m p t l y   t h e   r e s e r v e   a s a e t s  
used  i n  payment of 25  p e r  c e n t  of t h e   q u o t a   i n c r e a s e  by drawing   on  
t h e i r  r e s e r v e   t r a n c h e s .  

1 7 .  Many D i r e c t o r s  a l s o  f e e l  t h a t   t h e   q u e s t i o n  of a n  a l l o c a t i o n  of 
SDRs i n   t h e   f o u r t h  basic  p e r i o d   s h o u l d   b e   a d d r e s s e d   u r g e n t l y .   I n   t h i s  
c o n n e c t i o n ,   w h i l s t   n o t i n g   t h a t  a d e c i s i o n   t o   a l l o c a t e  SDRs would 
f a c i l i t a t e  a payment of 2 5  p e r  c e n t  of t h e   q u o t a   i n c r e a s e  i n  SDRs, 
these D i r e c t o r s   c o n s i d e r   t h a t   t h e   d e c i s i o n   o n  SDR a l l o c a t i o n s  has t o  
be examined on i t s  own rnerlts, w h i c h   t h e y   b e l i e v e  are  s t r o n g .  

18 . I n   t h e   l i g h t  of these c o n s i d e r a t i o n s ,   t h o s e   D i r e c t o r s  who have 
e x p r e s s e d   r e s e r v a t i o n s  on the   payment  of 2 5  p e r  c e n t  of t h e   q u o t a  
i n c r e a s e   i n   r e s e r v e  assets c o u l d  also a g r e e   t o   s u c h   p a y m e n t s   o n   t h e  
u n d e r s t a n d i n g   t h a t  t h e  I n t e r i m   C o m m i t t e e  would r e q u e s t   t h e   E x e c u t i v e  
Board t o  r e v i e w   t h e   l a t e s t   t r e n d s   i n   w o r l d   i n f l a t i o n  and l i a u i d i t v   a s  
a matter of u r g e n c y ,   w i t h  a view t o   f a c i l i t a t i n g   c o n s i d e r a t i o n  a t  t h e  
n e x t  meeting of t h e   I n t e r i m   C o m m i t t e e  as t o   w h e t h e r  a new a l l o c a t i o n  
of SDRs w o u l d   f i n d   b r o a d   s u p p o r t .  

* * * * * * * *  

A s  no ted  a t  t h e   b e g i n n i n g  of t h i s   R e p o r t ,  t h e  I n t e r i m   C o m m i t t e e  
r e q u e s t e d   t h e   E x e c u t i v e   B o a r d  "to assess 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 l o r   s t r a i n s  i n  t h e   i n t e r l t s t i o n a l   f i n a n c i a l  
sys tem."  I n  i t s  d i s c u s s i o n s   d e v o t e d   t o   t h i s  matter,  the   Exee r? t tve  
B o a r d   c o n s i d e r e d ,  inter a l i a ,  t h a t  a m a j o r   e n l a r g e m e n t   a n d   e x t e n s i o n  of 
t h e   F u n d ' s   s t a n d i n g   b o r r o w i n g   a r r a n g e m e n t s   ( G e n e r a l   A r r a n g e m e n t s  t o  
B o r r o w )   c o u l d   b e   v e r y   u s e f u l   i n  prov id ing  t h e  Fund w i t h   a c c e s s  to  
a d d i t i o n a l   r e s o u r c e s  to h e l p  i t  d e a l  w i t h  an   i nadequacy   o f  resoLrces 
a n d   w l t h  a t h rea t  t o   t h e   s t a b i l i t y  of t h e   I n t e r n a t i o n a l   m o n e t a r y   s y s t e m .  
T h e   E x e c u t i v e   B o a r d   s t r e s s e d   t h a t  a r e v i s i o n  of the GAB s h o u l d   n o t  
a d v e r s e l y   a f f e c t   t h e   a p p r o p r i a t e   i n c r e a s e  in t h e   s i z e  of t h e   F u n d ,  i t s  
d e c i s i o n  making p r o c e s s   a n d   i n d e p e n d e n c e ,   a n d  i t s  n o n d i s c r i m i n a t o r y  
and cooperative c h a r a c t e r .  
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