
NOT FOR PUBLIC USE 

INTERNATIONAL MONETARY FUND 

M i n u t e s  of  Execu t ive   Board   Mee t ing  83/150 

3:OO p.m., O c t o b e r  2 4 ,  1983 

J .  d e   L a r o s i s r e ,   C h a i r m a n  
W .  B. Dale, Depu ty   Manag ing   D i rec to r  

E x e c u t i v e   D i r e c t o r s  - 
A. A l f i d j a  

8. d e  Maulde 

R. D. Erb 
M.  F i n a i s h  
T. H i r a o  
J. E .  Ismael 

A .  Kafka 

G. Lova to  

F .   Sangare  
M .  A. S e n i o r  
J. Tvedt  
N, Wicks 
Zhang Z .  

A l t e r n a t e   E x e c u t i v e   D i r e c t o r s  - 

L. K. Doe,  Temporary 
L.  E .  J. Coene,   Temporary 
X. B l a n d i n  
M .  T e i j e i r o  

T.  Alhaimus 
T. Yamashi t a  
J a a f a r  A. 
L.  Leonard  

G .  Grosche  
C. P. C a r a n i c a s  

A .  S.  J ayawardena  
J. E .  S u r a i s r y  
T.  d e  Vries 
K. G .  Mcrrel l  
0. Kabba j  
E. I. M. Mtei 
J. L .  F e i t o  
A. L i n d a  
T. A. C l a r k  
Wang E .  

G . Gomel , Temporary 

L e  Van Houtven ,  S e c r e t a r y  
R.  S.  F r a n k l i n ,  A s s i s t a n t  

1. Kenya - Review  Under  Stand-By  Arrangement . . . . . . . . Page 3 
2 .  Work Program . . . . I . . . . . . . . . . . Page 1 4  



EBM/83/150 - 1 0 / 2 4 / 8 3  - 2 -  

A l s o  P r e s e n t  
A d m i n i s t r a t i o n   D e p a r t m e n t :  G .  E .  Gondwe, J .  D .  H u d d l e s t o n .   A f r i c a n  
Depar tmen t :  0. €3. M a k a l o u ,   D e p u t y   D i r e c t o r ;  E .  A. Calamitsis, 
F .  d ' A .   C o l l i n g s ,  C .  N .  Egwim, A .  G .  A .  F a r i a ,  J.  M .  J i m e n e z ,  €3. A. S a r r ,  
J. D .  S impson,  A .  C.  Woodward. European   Depa r tmen t :  B. Rose, Deputy  
D i r e c t o r .   E x c h a n g e   a n d   T r a d e   R e l a t i o n s   D e p a r t m e n t :  D.  K .  P a l m e r ,  
Associate D i r e c t o r ;  W .  A .  B e v e r i d g e ,   D e p u t y   D i r e c t o r ;  S.  M o o k e r j e e ,  
D e p u t y   D i r e c t o r ;  M. G u i t i a n ,  S .  Kanesa-Thasan ,  D.  A. L i p t o n .   E x t e r n a l  
R e l a t i o n s   D e p a r t m e n t :  A .  F.  Mohammed, D i r e c t o r .   F i s c a l   A f f a i r s  
Depa r tmen t :  V .  T a n z i ,   D i r e c t o r ;  W. R.  M a h l e r .   L e g a l   D e p a r t m e n t :  
G.  P. N i c o l e t o p o u l . o s ,   D i r e c t o r ;  J.  G .  Evans, J r . ,  Depu ty   Gene ra l   Counse l ;  
Ph .   Lachman.   Middle   Eas te rn   Depar tment :  B .  A. Karamali. R e s e a r c h  
Depar tmen t :  A .  C r o c k e t t ,   D e p u t y   D i r e c t o r ;  N.  M .  K a i b n i .   S e c r e t a r y ' s  
Depa r tmen t :  J.  W. Lang ,  J r . ,  D e p u t y   S e c r e t a r y ;  A .  P .  Bhagwat, G.  D j e d d a o u i .  
T r e a s u r e r ' s   D e p a r t m e n t :  W .  0. Habrrmeier, C o u n s e l l o r   a n d   T r e a s u r e r ;  
D.  Williams, D e p u t y   T r e a s u r e r ;  D.  S. C u t l e r ,  T. M. T r a n ,  G.  W i t t i c h .  
Bureau  of S t a t i s t i c s :  J. B.  M c L e n a g h a n .   P e r s o n a l   A s s i s t a n t   t o   t h e  
M a n a g i n g   D i r e c t o r :  S.  P ,  C o l l i n s .   A d v i s o r s   t o   E x e c u t i v e   D i r e c t o r s :  
S. R.  Abiad ,  A. A. Agah, E. A .  A j a y i ,  C .  J .  Ba t l iwa l l a ,  J .  D e l g a d i l l o ,  
S. El-Khour i ,  K. A. Hansen ,  W. Moerke,  Y. Bkubo, P.  D .  P 6 r o z ,  
M. Z .  M .  Q u r e s h i .   A s s i s t a n t s   t o   E x e c u t i v e   D i r e c t o r s :  E.  M. A i n l e y ,  
H. A l a o u i - A b d a l l a o u i ,  H .  A. Arias, J. B u l l o c h ,  M .  B. Cha tah ,  M ,  E r a n ,  
I .  F r i d r i k s s o n ,  V .  G o v i n d a r a j a n ,  D.  Hammann, N. U. Haque,  C. M. H u l l ,  
H. K o b a y a s h i ,  J .  A. K .  M u n t h a l i ,  C. W .  K .  P i c k e r i . n g ,  M. R a s y i d ,  
A. A. S c h o l t e n ,   S h a o  Z . ,  D .  I .  S .  Shaw, J. C. Williams. 



- 3 -  

1. KENYA - REVIEW UNDER STAND-BY ARRANGEMENT 

The  Executive  Directors continued from the previous meeting 
(EBM/83/149, 10/24/83) their consideration of a staff paper on the 
review under  the  stand-by arrangement for Kenya (EBS/83/219, 10/6/83). 

Mr. Grosche observed that  the Kenyan  authorities had made  substantial 
progress  under  the 18-month stand-by arrangement agreed in March 1983. 
They had been successful inadjusting public finances and the balance of 
payments; in addition, the competitive position appeared to  be appropriate, 
and  the Kenyan economy was .in a good  position  to  benefit from  a recovery 
in the  world  economy. The economic and financial policies of the program 
for 1983/84 were also reasonable in Kenya's present circumstances. 

On the external side, Mr. Grosche noted that the current account 
deficit in relation to GDP was likely to  be reduced from 11 percent in 
1981 to  3.4 percent in  1983, far  more tha.n originally envisaged under  the 
program. He could therefore accept the view that no further  reduction 
in that ratio need be targeted for 1984 .  The adjustment of the economy 
thus far had been achieved mainly through a  substantial  reduction in 
imports and larger than  expected foreign  assistance flows. Since neither 
of  those  devel.opments was likely to prevail in future, the authorities 
should  be under no illusion about  the necessity  for continuing appropriate 
incentives to  the export sector. In sum, the performance under the 
current stand-by arrangement was encouraging, and he  could support the 
proposed decision, as amended, If completed as envisaged, the  program 
should go a long way toward establishing a sustainable balance of payments 
position. 

Mr. Doe congratulated the Kenyan  authorities  for their determination 
to implement painful adjustment measures, which had  led to significant 
progress since the inception of the  program. Faced by a projected decline 
i n  the ratio of total revenue t o  GDP from 25.4 percent in  1980/81 to 
20.0 percent in  1983/84, the authorities had  applied strict measures to 
restrain the growth of  current spending and  had cut back development out- 
lays significantly. Capital expenditures, for example, had been reduced 
by 35 percent i n  real terms  between 1981/82 and  1982/83. A s  a result of 
those cutbacks and other austerity measures, total spending was currently 
estimated to decline from nearly 35 percent of GDP in 1980/131  to about 
2 5  percent in  1983/84, indicating a significant decrease in government 
involvement in economic.  activity. Also, the overall cash-based deficit: 
was estimated t o  decline by the equivalent of nearly 6 percentage points 
during the same period. Recalling that his  chair had on several  occasions 
expressed concern about the unfavorable effects of  prolonged  and  rela- 
tively large cutbacks  in development expenditure on economic activity  in 
general and on employment, the tax base, and  the export earning capacity 
of countries  in  particular, he suggested that  the Kenyan  authorities 
should implement  a  more  selective investment policy  that emphasized the 
reallocation of resources toward the most productive sectors. At the 
same time, the Fund should give  serious  consideration t o  the speed at 
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which countries facing structural imbalances should be advised to adjust. 
A future weakening of the productive and export capacity and  the tax base 
resulting from cutbacks in capital spending would certainly be detrimental 
to the restoration of the fiscal and external imbalances of the  country. 

On the external side, Mr. Doe observed that steps had been taken 
toward liberalizing the import system, the most important being the roll- 
back of quantitative restrictions on imports. A considerable reduction 
in  the overall balance of payments deficit was forecast for 1983; however, 
the near equilibrium that was projected stemmed largely from a reduction 
in imports and an exceptional inflow of official grants following the 
donors' conference held in Nairobi. Given the temporary nature of those 
transfers and  the adverse effects that a further reduction in imports 
might have on economic growth, it was to  be hoped  that there would  be a 
sustained recovery in foreign demand for Kenyan exports and an improvement 
in  the  terms of trade in the not too distant future. 

It was heartening to see that  the ratio of gross official reserves 
to imports had continued to increase following a sharp decline in 1980, 
Mr. Doe said; it was equally refreshing t o  observe that, despite dire 
financial difficulties, Kenya had remained current on its external pay- 
ments. He  also welcomed the  authorities' flexible approach to exchange 
rate policy, In conclusion, he reiterated his support for the authorities' 
resolve t o  take unpopular measures in  an attempt to restore the economy 
to a viable position, and he could endorse the proposed decision, as 
amended 

Mr. de Vries stated that: he too  could support the staff appraisal  of 
the Kenyan economy and  the  proposed amended decision. From a short-term 
perspective, the authorities seemed to have brought the economy under 
control; the balance of payments deficit had been reduced, and only a 
marginal further reduction would  be necessary to achieve a sustainable 
position, The main focus in the short  term should thus be on improving 
the management of  public  enterprises. The authorities had proved  their 
wilLingness to take necessary adjustment measures, but there remained 
some shortcomings in the program, particularly with respect to  the collec- 
tion of revenue. The staff had indicated that, following exhortations by 
the Treasury to  the revenue collecting units, revenue collections had 
proved greater than assumed, which suggested some leakage. 

From a medium-term perspective, the situation in Kenya was perhaps 
less satisfactory, Mr. de Vries continued. For example, according to 
the staff, a more rational tariff structure was needed, and resources 
were being inefficiently utilized. It seemed clear in  the circumstances 
that the Kenyan economy remained overregulated, and  the staff had rightly 
emphasized the need for further import liberalization, which should be 
pursued steadily and should not be linked to the level of gross foreign 
reserves. The  authorities had  been successful in putting the economy on 
a trimming "diet"; it was now in need of "exercise" to g i v e  it strength. 
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Mr. E r b   o b s e r v e d   t h a t   t h e   c o n s i d e r a b l e   r e d u c t i o n   i n   K e n y a ' s   c u r r e n t  
a c c o u n t   d e f i c i t   h a d   b e e n   d u e   m a i n l y   t o  a 25 p e r c e n t   c u m u l a t i v e   r e d u c t i o n  
i n   i m p o r t s .   S i n c e   r e l i a n c e  o n   i m p o r t   r e d u c t i o n   c o u l d   n o t   b e   s u s t a i n e d  
i n   t h e   l o n g   r u n ,   f u r t h e r   i m p r o v e m e n t   i n   t h e   e c o n o m y   m u s t   b e   b a s e d  on 
v i g o r o u s   e x p o r t   g r o w t h ,   a n d   h e   w o n d e r e d   w h e t h e r   a n   a p p r o p r i a t e   r a n g e  
o f   p o l i c i e s   h a d   b e e n  set  i n  place f o r   t h a t   p u r p o s e .   D u r i n g   t h e   B o a r d  
d i s c u s s i o n   o f   K e n y a ' s   s t a n d - b y   r e q u e s t   i n   M a r c h  1983 (EBM/83/50), he   had  
ques t ioned   whe the r   t he   December   1982   exchange  r a t e  a d j u s t m e n t   h a d   b e e n  
a d e q u a t e .   T h e   c h a r t  on p a g e   1 2 a   o f   E B S / 8 3 / 2 1 9   s e e m e d   t o   s u g g e s t   t h a t  
t h e r e   h a d   b e e n  a s l i g h t   a p p r e c i a t i o n   o f   t h e  r a t e  s i n c e   S e p t e m b e r ,   a n d   h e  
w o u l d   t h e r e f o r e   r e c o m m e n d   t h a t   t h e   a u t h o r i t i e s   s h o u l d   r e - e x a m i n e   t h e i r  
exchange  ra te  p o l i c y   a n d   t h e i r   g e n e r a l   a p p r o a c h   t o   e x c h a n g e   a n d   i m p o r t  
r e s t r i c t i o n s .   T h e   f a c t   t h a t   o n l y   l i m i t e d   p r o g r e s s   h a d   b e e n  made  toward 
i m p o r t   l i b e r a l i z a t i o n   a n d   t h e   r a t i o n a l i z a t i o n   o f   t h e   e x p o r t   i n c e n t i v e  
s y s t e m   r e i n f o r c e d   h i s   b e l i e f   t h a t   f u r t h e r   a c t i o n   o n   t h e   e x c h a n g e  r a t e  
w o u l d   b e   d e s i r a b l e .  He n o t e d   i n  t ha t  r e g a r d   t h a t   n o n t r a d i t i o n a l  exports  
h a d   b e n e f i t e d   f r o m  recent exchange  ra te  measures   and  were p r o j e c t e d   t o   b e  
t h e   m a i n   s o u r c e  of  e x p o r t   e x p a n s i o n .   T h e   i m p l i c a t i o n  was t h a t   s t r u c t u r a l  
change  was b e g i n n i n g  t o  t a k e   p l a c e   a s  a r e s u l t   o f   t h e   p u r s u i t  of  a more 
a p p r o p r i a t e   e x c h a n g e   r a t e   p o l i c y ,   w h i c h   c o u l d   b e   a c c e l e r a t e d  by f u r t h e r  
e x c h a n g e   r a t e   a d j u s t m e n t   a n d   f u r t h e r   l i b e r a l i z a t i o n   o f   t h e   e x c h a n g e  ra te  
a n d   t r a d i n g   r e g i m e .  

T h e   s t a t e m e n t  i n  f o o t n o t e  3 on page  10 o f  ERS/C3/219 s u g g e s t e d   t h a t  
t h e   s t a f f  was p l a n n i n g  a l a r g e   f o l l o w - o n   p r o g r a m   w i t h   t h e   F u n d ,   t h a t  
would c a r r y   t h r o u g h   t o   t h e   e n d  of 1985 ,  Mr. Erb   r emarked .   Wi thou t  
p r e j u d g i n g  t h a t  p r o g r a m ,   h e   w o n d e r e d   w h e t h e r   t h e   s t a f f ' s   r e m a r k s   m e a n t  
t h a t   t h e r e   w o u l d   b e  no f u r t h e r   n e e d   f o r  Fund f i n a n c i n g   b e y o n d   1 9 8 5 .   A l s o ,  
g i v e n  t h a t  t h e   m a g n i t u d e  of  t h e   a d d i t i o n a l   a d j u s t m e n t   r e q u i r e d   d u r i n g  
1985  was   on ly  0.5 p e r c e n t   o f  GDP, h e   w o n d e r e d   a b o u t   t h e   j u s t i f i c a t i o n   f o r  
p l a n n i n g   a t   t h e  present s t a g e   o n   d r a w i n g s   t h a t   w o u l d   b e   e q u i v a l e n t   t o  
120 p e r c e n t   o f  new q u o t a s .  .It m i g h t   b e   b e t t e r   t o   l o o k   t o w a r d  a smaller 
Fund  program. 

On a r e l a t e d  matter, Mr. E r b   n o t e d   t h a t  t h e  s t a f f   h a d   i n d i c a t e d  i t s  
e x p e c t a t i o n   t h a L a   s u s t a i n a b l e   b a l a n c e  o f  p a y m e n t s   p o s i t i o n   w o u l d   b e  
a c h i e v e d  by t h e   e n d  of the p r o g r a m   p e r i o d .  I n  h i s   v i e w ,   t h r e e  elements 
needed t o  b e   c o n s i d e r e d   i n   m a k i n g   s u c h  a j u d g m e n t .   T h e   f i r s t   r e l a t e d   t o  

s i z e  o f  t h e   c u r r e n t   a c c o u n t :   d e . f i c i t   p r o j e c t e d   i n t o   t h e   f u t u r e   a n d  the 
t i o n   o f   w h e t h e r  it c o u l d   b e   f i n a n c e d   o v e r  time. The   s econd   conce rned  
m a t u r i t y   s t r u c t u r e  of  t h e   e x t e r n a l   d e b t   a n d   w h e t h e r   t h e   d e b t s   c o m i n g  

. i n   t h e  medium t o  longer   t e r1n"1984/85   and   beyond i n  the Kenyan case-- 
. . & , u l d   b e   r e f i n a n c e d .  I n  t h a t   r e g a r d ,   h e   o b s e r v e d   t h a t   r e p u r c h a s e s   f r o m  
the F u n d   w o u l d   g r o w   r a p i d l y   f r o m   1 9 8 4   t h r o u g h   1 9 8 8   a n d   t h a t   t h e y   w o u l d  
have  t o  b e   f i n a n c e d   i n  some  way, i r r e s p e c t i v e   o f   w h a t   h a p p e n e d   t o   t h e  
c u r r e n t   a c c o u n t .   T h e   t h i r d   e l e m e n t  t o  be c o n s i d e r e d   i n   j u d g i n g   t h e  
s u s t a i n a b i l i t y  of t h e  b a l a n c e  of p a y m e n t s   p o s i t i o n   w a s   t h e   s t r e n g t h  e €  
t h e  c o u n t r y ' s   n e t   r e s e r v e   p o s i t i o n ;   a n d  h e  wondered  whether   Kenya  would 
b e   a b l e   t o   w e a t h e r   f l u c t u a t i o n s   i n   c u r r e n t   a n d   c a p i t a l   a c c o u n t   f l o w s  
over time. 
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As i n   o t h e r   p a p e r s ,   t h e   s t a f f   h a d   p r e s e n t e d   i n  EBS/83/219 a u s e f u l  
medium-term s c e n a r i o  of K e n y a ' s   d e b t - s e r v i c i n g   p r o s p e c t s   a n d   t h e   a s s u m p -  
t i o n s   o n   w h i c h   t h e y  were b a s e d ,  Mr. E r b   r e m a r k e d .   I n   t h e  r e a l  w o r l d ,  
h o w e v e r ,   c o u n t r i e s   d i d   n o t  know  when t h e y   w o u l d   f a c e   f l u c t u a t i o n s ;  i t  was 
f o r   t h a t   r e a s o n   t h a t   h e  was c o n c e r n e d   a b o u t   t h e   c o u n t r y ' s  reserve p o s i t i o n  
a.nd he   wondered   whe the r   Kenya   wou ld  be a b l e   t o   d e a l   w i t h   p o s s i b l e   f l u c t u a -  
t i o n s   i n  i t 3  e x t e r n a l   p o s i t i o n ,   e i t h e r  by b o r r o w i n g   a d d i t i o n a l   s h o r t - t e r m  
money o r  by r e d u c i n g   g r o s s  reserves. I t  w o u l d   b e   h e l p f u l  if t h e   s t a f f ,  
e i t h e r   i n   t h e   c u r r e n t   o r . , t h e   n e x t  review, c o u l d   p r o v i d e   a d d i t i o n a l   d e t a i l s  
on  t h e   m a t u r i t y   s t r u c t u r e  o f   K e n y a ' s   e x t e r n a l   d e b t - - t o g e t h e r   w i t h  a judg-  
m e n t   a b o u t   w h e t h e r   d e b t s   c o m i n g   d u e   i n   t h e  medium t o   l o n g e r  term c o u l d  
be re f inanced- -and  of f e r  some e x p r e s s i o n  of c o n f i d e n c e   t h a t   t h e   o v e r a l l  
n e t  reserve p o s i t i o n   w o u l d   b e   s u f f i c i e n t l y   s t r o n g   t o   e n a b l e   t h e   c o u n t r y  
t o   w i t h s t a n d   f l u c t u a t i o n s   i n  i t s  e x t e r n a l   p o s i t i o n  in f u t u r e .  He r e a l i z e d  
t h a t   e a c h  economy was d i f f e r e n t ;   h o w e v e r ,   t h e   s t a f f   s h o u l d   b e   a b l e   t o  
look a t  t h e   h i s t o r y  of f l u c t u a t i o n s   i n  Kenya  and nuke some  judgment   about  
what   would be a r e a s o n a b l e   l e v e l   o f   n e t   r e s e r v e s   t o   d e a l   w i t h   p o t e n t i a l  
f l u c t u a t i o n s   i n   t h e  medium t o   l o n g e r  term. 

Mr. S u r a i s r y   s t a t e d   t h a t   h e  was i n   g e n e r a l   a g r e e m e n t   w i t h   t h e   s t a f f  
a n a l y s i s   a n d   c o u l d   s u p p o r t   t h e   p r o p o s e d   d e c i s i o n  as amended.  The  Kenyan 
a u t h o r i t i e s   h a d   t h u s   f a r   b e e n   s u c c e s s f u l   i n   i m p l e m e n t i n g   t h e   p r o g r a m  
u n d e r   t h e   s t a n d - b y   a r r a n g e m e n t ,   w i t h   p e r f o r m a n c e  c r i t e r i a  f o r  end-March 
a n d   e n d - J u n e   e i t h e r   f u l l y   o b s e r v e d   o r   e x c e e d e d ;   t h e y   s h o u l d   b e  commended 
f o r   t h e i r   a c c o m p l i s h m e n t s   a n d   e n c o u r a g e d   t o   p u r s u e   t h e i r   a d j u s t m e n t  
e f f o r t s .  

T h e   m a i n   t h r u s t  of a d j u s t m e n t   i n  Kenya  had  been i n   t h e   f i s c a l  a r ea ,  
Mr. S u r a i s r y   n o t e d .   E x p e n d i t u r e s   i n  1982/83 had   been   r educed  well be low 
programmed t a r g e t s ,   a n d   t h e   f i s c a l   d e f i c i t  h a d   d e c l i n e d   f o r   t h e   s e c o n d  
s u c c e s s i v e   y e a r ,   b o t h   i n   a b s o l u t e  terms a n d  as a p r o p o r t i o n  of GDP. The  
f i s c a l   s t a n c e   g e n e r a l l y   r e m a i n e d   t i g h t ,   e v e n   t h o u g h   t h e   p r o g r a m   f o r  
1983/84 a l l o w e d   f o r  some e x p a n s i o n   i n   b u d g e t a r y   o p e r a t i o n s .   I n   t h e  
c i r c u m s t a n c e s ,  h2  was c o n c e r n e d   a b o u t   t h e   l o n g - t e r m   i m p a c t   o n   g r o w t h  if 
d e v e l o p m e n t   e x p e n d i t u r e s   r e m a i n e d  a t  a v e r y   l o w   l e v e l ,   a n d   h e   t h u s   w e l c o m e d  
t h e   a u t h o r i t i e s '   i n t e n t i o n   t o   i n c r e a s e   d e v e l o p m e n t   e x p e n d i t u r e s   i f   g r e a t , e r  
t h a n   e x p e c t e d   f o r e i g n   c o n c e s s i o n a r y   o r   d o m e s t i c   n o n b a n k   f i n a n c i n g   b e c a m e  
a v a i l a b l e .  He h o p e d   t h a t   t h e y   w o u l d   b e   s u c c e s s f u l  in t h e i r   e f f o r t s   t o  
a t t r a c t  s u c h   f i n a n c i n g .  I n  a d d i t i o n ,   h e   w o n d e r e d   w h e t h e r   t h e r e  was a n y  
e x p l i c i t   p l a n   f o r   i n c r e a s i n g   e x p o r t s   o v e r   t h e  medium term. 

W i t h   r e g a r d   t o   m o n e t a r y   p o l i c y ,  Mr. S u r a i s r y   c o n s i d e r e d   t h a t   t h e  
t a r g e t e d   g r o w t h   o f   t h e   m o n e t a r y   a g g r e g a t e s   d u r i n g   t h e   p r o g r a m   p e r i o d  was 
c o n s i s t e n t   w i t h  a r e s u m p t i o n   i n   g r o w t h   a n d  a s i m u l t a n e o u s   f u r t h e r   r e d u c -  
t i o n  i n   i n f l a t i o n .  He c o u l d   t h e r e f o r e   s u p p o r t   t h e   p r o p o s e d   p e r f o r m a n c e  
c r i t e r i a  f o r  end-1983 a n d   t h e   i n d i c a t i v e   t a r g e t s   f o r   J u n e   1 9 8 4 .  On t h e  
e x t e r n a l   s i d e ,   t h e   i n t r o d u c t i o n  of a new i m p o r t  s y s t e m  i n   J u n e  1983, 
w h i c h   h a d   t h e   e f f e c t   o f   r a t i o n a l i z i n g   a n d   l i b e r a l i z i n g   t h e   i m p o r t   r e g i m e ,  
s h o u l d   c o n t r i b u t e   t o  a b e t t e r   a l l o c a t i o n  of r e s o u r c e s   a n d   f a c i l i t a t e   t h e  
p r o c e s s  of s t r u c t u r a l   a d j u s t m e n t .   T h e   a u t h o r i t i e s   s h o u l d   b e  commended 
f o r  i n t r o d u c i n g   t h e  new s y s t e m ,   w h i c h  was a good  example of e f f e c t i v e  
c o l l a b o r a t i o n   b e t w e e n   t h e   F u n d   a n d   t h e   W o r l d  Bank. 
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F i n a l l y ,   o n  a matter o f   Fund   po l i cy ,  Mr. S u r a i s r y   o b s e r v e d   t h a t   t h e  
E x e c u t i v e   B o a r d  was b e i n g   a s k e d   t o   a p p r o v e   p e r f o r m a n c e  c r i t e r i a  f o r   e n d -  
September   1983.  He h a d   e x p r e s s e d   c o n c e r n  on p r e v i o u s   o c c a s i o n s   a b o u t  
t h e   p r o c e d u r e  by w h i c h   D i r e c t o r s  were a s k e d   t o   a p p r o v e   q u a n t i t a t i v e  
p e r f o r m a n c e  c r i t e r i a  f o r   s p e c i f i c   d a t e s   t h a t   h a d   a l r e a d y   e l a p s e d .   W h i l e  
t h e   a p p r o a c h   m i g h t   b e   j u s t i f i e d   i n  some cases, i t s  u s e   s h o u l d   b e  as 
l i m i t e d  a s  p o s s i b l e .  

Mr. K a b b a j   s a i d   t h a t   h e   h a d   b e e n   f a v o r a b l y   i m p r e s s e d .  by K e n y a ' s  
p e r f o r m a n c e   u n d e r   t h e   p r e s e n t   s t a n d - b y   a r r a n g e m e n t .  In r e c e n t   y e a r s ,  
a d v e r s e   d e v e l o p m e n t s   o f   b o t h   e x o g e n o u s   a n d   d o m e s t i c   o r i g i n   h a d   p r e v e n t e d  
t h e   a u t h o r i t i e s   f r o m   f u l l y   r e a l i z i n g   t h e   m a i n   o b j e c t i v e s   o f   t h r e e   s u c c e s -  
s ive p rograms ;   however ,   unde r   t he   cu r ren t   s t and-by   a r r angemen t ,   Kenya   had  
met pe r fo rmance  c r i t e r i a  f o r  March   and   June   1983 by s u b s t a n t i a l   m a r g i n s .  
A l t h o u g h   t h e   o v e r p e r f o r m a n c e   h a d   h a d   a n   u n d e s i r a b l e   e f f e c t  on g rowth   and  
d e v e l o p m e n t ,  i t  was i n d i c a t i v e   o f   t h e   a u t h o r i t i e s '   d e t e r m i n a t i o n   t o  
m o n i t o r   v a r i o u s   e l e m e n t s  of t h e   p r o g r a m   a n d   t o  a c t  p r o m p t l y   t o   c o u n t e r  
a n y   a d v e r s e   d e v e l o p m e n t s  by a d o p t i n g   a d d i t i o n a l   m e a s u r e s .  

S u b s t a n t i a l   p r o g r e s s  h a d   b e e n   a c h i e v e d   i n   t h e   f i s c a l  a rea  i n   t h e  
p r e v i o u s   t w o   y e a r s ,   w i t h  a r e d u c t i o n   i n   t h e   o v e r a l l   b u d g e t   d e f i c i t - -  
e x c l u d i n g   g r a n t s - - f  rom 9 .5  p e r c e n t  of GDP i n   1 9 8 0 1 8 1   t o  5 p e r c e n t  of GDP 
?.n 1982/83, Mr. K a b b a j   n o t e d .   G i v e n   t h e   u n c e r t a i n t i e s   s u r r o u n d i n g   b u d g e t  
r e v e n u e s  and  t h e   a v a i l a b i l i t y   o f   f o r e i g n   a s s i s t a n c e ,   t h e   b u l k   o f   t h e  
improvement i n   t h e   f i s c a l  area had   been   due   to  a s i g n i f i c a n t   c u r t a i l m e n t  
o f   c u r r e n t   a n d   d e v e l o p m e n t   e x p e n d i t u r e s ,  a s  t o t a l   g o v e r n m e n t   o u t l a y s   h a d  
f a l l e n   f r o m  35 p e r c e n t   o f  GDP t o   a b o u t  2 6  p e r c e n t   o f  GDP o v e r   t h e   p e r i o d .  
I n   t h a t   r e g a r d ,   w h i l e   t h e   s h r i n k i n g   f i s c a l   d e f i c i t   h a d   p e r m i t t e d  a sub- 
s t a n t i a l   r e d u c t i o n   i n   t h e   G o v e r n m e n t ' s   r e c o u r s e   t o   b a n k   f i n a n c i n g ,  i t  
h a d   n o t   l e d  t o  a n   e x p a n s i a n  oE c r e d i t   t o   t h e   p r i v a t e   s e c t o r   o r   t o  a 
s a t i s f a c t o r y   r e c o v e r y   o f   e c o n o m i c   a c t i v i t y .  

T i g h t   p o l i c i e s   u n d e r   t h e   p r o g r a m   h a d   a l s o   r e s u l t e d  i n  a s i g n i f i c a n t l y  
l o w e r   t h a n   p r o j e c t e d   c u r r e n t   a c c o u n t   d e f i c i t ,  Mr. K a b b a j   c o n t i n u e d .   T h e  
a u t h o r i t i e s '   f l e x i b l e   e x c h a n g e  r a t e  p o l i c y   a n d ,   i n  p a r t i c u l a r ,  t h e   l a r g e  
d e p r e c i a t i o n  of  t h e   c u r r e n c y   h a d   c o n t r i b u t e d   t o   t h e   b a l a n c e   o f  pay men..:^ 
a d j u s t m e n t   a n d   h a d   e n a b l e d   t h e   a u t h o r i t i e s   f u r t h e r   t o  accelerate  t h e  
l i b e r a l i z a t i o n  of t h e   t r a d e   s y s t e m   t h r o u g h   t h e   g r a d u a l .   e l i m i n a t i o n   o f  
i m p o r t   r e s t r i c t i o n s .  

W i t h   r e g a r d   t o   t h e   p r o g r a m   f o r   1 9 8 3 / 8 4 ,  Fir. Kabbaj   welcomed  the 
a u t h o r i t i e s '   c o n t i n u e d   c a u t i o n ,   p a r t i c u l a r l y   w i t h   r e s p e c t   t o   f i s c a l  
p o l i c y ,   a n d   t h e i r   i n t e n t i o n   t o   k e e p   t h e   b u d g e t   d e f i c i t   b e l o w   t h e   p r o g r a m  
t a r g e t   i f   a d d i t i o n a l   c o n c e s s i o n a r y   f o r e i g n   f i n a n c i n g  was n o t   a v a i l a b l e .  
L i k e  Mr. d e  Vries, Mr. S u r a i s r y ,   a n d   o t h e r s ,   h e   f e l t   t h a t  i t  migh t   be  
d e s i r a b l e  a t  t h e   p r e s e n t   s t a g e   f o r   t h e   a u t h o r i t i e s   t o   c o n s i d e r   t h e  use 
of  m o r e   g r o w t h - o r i e n t e d   p o l i c i e s   a n d  t o  f o c u s   m o r e   o n   r e v i v i n g   e c o n o m i c  
a c t i v i t y  so  a s  t o   s u s t a i n   a n d   s t r e n g t h e n   t h e   p r o g r e s s   a c h i e v e d   u n d e r   t h e  
program t h u s   f a r .   F i n a l l y ,  he cou1.d s u p p o r t   t h e   p r o p o s e d   a m e n d e d   d e c i s i o n .  
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Mr. Gomel r e m a r k e d   t h a t ,   l i k e   o t h e r s ,   h e  was i n   b r o a d   a g r e e m e n t   w i t h  
t h e   s t a f f   a p p r a i s a l   a n d   c o u l d   s u p p o r t   t h e   p r o p o s e d   d e c i s i o n  a s  amended. 
N o t i n g   t h a t   t h e   p r o g r a m   f o r   1 9 8 3 / 8 4   e n . v i s a g e d  a c o n t i n u e d   b a l a n c e  of 
payments   ad jus tment   and  a s t r o n g e r   r e s m p r i o n  of o u t p u t   g r o w t h ,   w h i c h  
w o u l d   b e   m a i n l y   e x p o r t   l e d ,  he r e c a l l e d   t h a t ,   o n   t h e   o c c a s i o n   o f   t h e  
E x e c u t i v e   B o a r d   d i s c u s s i o n  of K e n y a ' s   r e q u e s t   f o r  a s t a n d - b y   a r r a n g e m e n t  
i n  M a r c h   1 9 8 3 ,   h e   h a d   e x p r e s s e d   s o m e   r e s e r v a t i o n s   a b o u t   t h e   c o u n t r y ' s  
exchange  ra te  p o l i c y  , t h e   i n c e n t i v e s   o f f e r e d   t o   e x p o r t e r s  , a n d   t h e   l i k e l y  
per formance   of   expor t s .   However  , t h e  l a t e s t  i n f o r m a t i o n   p r o v i d e d  by t h e  
s t a f f   h a d   s e r v e d   t o  eas? h i s  d o u b t s   i n   t h o s e  areas. The rea l  e f f e c t i v e  
exchange  r a t e  h a d   r e c e n t l y   b e e n   r e s t o r e d   t o  I t s  end-December   1982   l eve l  
a n d ,   w h i l e   t h e   i n f l a t i o n  r a t e  had s i n c e   d i v e r g e d   f r o m  t h e  a v e r a g e   t r e n d s  
i n  K e n y a ' s   t r a d i z g   p a r t n e r s ,   t h e   r e c e n t  2.5 p e r c e n t   c o r r e c t i o n   i n   t h e  
v a l u e   o f   t h e   s h i l l i n g   s e e m e d   t o   h a v e   a l l o w e d   K e n y a   t o   m a i n t a i n  i t s  compet- 
i t i v e   p o s i t i o n .  He p r e s u m e d ,   i n   t h e   c i r c u m s t a n c e s ,   t h a t   m o r e   r e s o u r c e s  
wou ld   be   mob i l i zed  by t h e   e x p o r t   p r o d u c i n g   a n d   i m p o r t   c o m p e t i n g   s e c t o r s  
a n d   t h a t  new i n d u s t r i e s   w o u l d   b e   d e v e l o p e d   t h a t  were s e n s i t i v e   t o   p r i c e  
c h a n g e s ;   h o w e v e r ,   t h e   s t a f f   d i d   n o t   a p p e a r   t o   b e   p r o j e c t i n g  a s i z a b l e  
p i c k u p   i n   e x p o r t s   i n   1 9 8 4 ,   f o l l o w i n g   t h e   d i s a p p o i n t i n g   p e r f o r m a n c e   i n  
1 9 8 3 .   C o u n t e r v a i l i n g   f a c t o r s   o n   t h e  demand s ide - - such  as s l u g g i s h   t r e n d s  
p r e v a i l i n g   i n   c o m m o d i t y   m a r k e t s   a n d   i n   t r a d i t i o n a l   o u t l e t s   f o r   K e n y a n  
e x p o r t s - - h a d   a p p a r e n t l y   s t y m i e d   f o r e i g n  sales.  It  w o u l d   b e   i n t e r e s t i n g ,  
n o n e t h e l e s s .   t o   h e a r  some a s s e s s m e n t   b y   t h e   s t a f f   o f   t h e   s u p p l y   r e s p o n s e  
of e x p o r t e r s   t o  t h e  new a n d   m o r e   f a v o r a b l e   c o n s t e l l a t i o n  of r e l a t j - v e  
prices. 

T h e   m a r k e d   d e c l i n e   i n   i m p o r t s   b e l o w   t h e   l e v e l   a u t h o r i z e d  by s p e c . i f i c  
i m p o r t   l i c e n s e s   h a d   s t e m m e d   m a i n l y   f r o m   t h e   d e p r e s s e d   l e v e l   o f   d o m e s t i c  
a b s o r p t i o n ,   c o u p l e d   w i t h   t h e   r e s t r a i n i n g   e f f e c t s   a s s o c i a t e d   w i t h  a d e v a l u e d  
s h i l l i n g ,  Mr. Gomel c o n t i n u e d .   T h e   s t a f f   p r o j e c t i o n s   a s s u m e d  a p i c k u p   i n  
i m p o r t s   i n  1984 t h a t  was o n l y   s l i g h t l y   l a r g e r   t h a n   t h e   a n t i c i p a t e d   r e c o v e r y  
i n  GDP, a n d   h e   w o n d e r e d   a b o u t   t h e   e x t e n t   t o   w h i c h  some i m p o r t   s u b s t i t u t i o n  
w a s  i m p l i e d   i n   t h a t   a s s u m p t i o n ,   c o n s i d e r i n g   t h a t   i m p o r t s   h a d   c o n t r a c t e d  
s h a r p l y   f o r   t h r e e   c o n s e c u t i v e   y e a r s   a n d   t h a t   t h e   r e s t r a i n t   e n t a i l e d  by 
t h e  n e w l y   i n t r o d u c e d   i m p o r t   l i c e n s i n g   s c h e m e   " d o e s   n o t   a p p e a r   v e r y   l a r g e . "  
P e r h a p s   t h e r e   w o u l d   b e   g r e a t e r   s c o p e   f o r   i m p o r t   s u b s t i t u t i o n   b e y o n d   t h e  
p r o g r a m   p e r i o d  in some s p e c i f i c   i n d u s t r i e s ,   p r o v i d e d   t h a t   a n   a p p r o p r i a t e  
r e l a t i v e  pr ice  s t r u c t u r e  was m a i n t a i n e d .  

The   med ium- te rm  ana lys i s   supp l i ed  by t h e   s t a f f   s e e m e d   r e a s o n a b l e ,  
Mr. Gomel r e m a r k e d .   T h e   t a r g e t   o f  a f i n a n c e a b l e   c u r r e n t   a c c o u n t   d e f i c i t  
by 1985 was l i k e l y   t o  be a t t a i n e d ,   w i t h   e m p h a s i s   i n   t h e   p e r i o d   a h e a d   o n  
a s u p p l y - o r i e n t e d   g r o w t h   s t r a t e g y   t o g e t h e r  w i t h  a c a z e i ' u l   m o n i t o r i n g  of 
t h e   e x t e r n a l   d e b t   s i t u a t i o n .   G i v e n   t h e   c o u n t r y ' s  developme:;: gc?als and  
p r e s e n t   a p p r o a c h   t o   a c h i e v i n g   t h e m ,   f u r t h e r   u s e   o f   F u n d   r e s o u r c e s   c o u l d  
b e   c o n s i d e r e d  a t  t h e   e x p i r a t i o n  of t h e   p r e s e n t   p r o g r a m .   I n   t h a t   r e g a r d ,  
however ,  h e  had   been   puzz led  by t h e   b a l a n c e  of p a y m e n t s   p r o j e c t i o n o   i n  
T a b l e  6 on page 10 of EBS/83/219.  It seemed   unusua l ,  from b o t h  a p re sen -  
t a t i o n a l   a n d  a s u b s t a n t i v e   p o i n t   o f  view, t o  d e s c r i b e   t h e   f i n a n c i n g   : : i d e  
of  t h e   b a l a n c e  of p a y m e n t s   b y   a s s u m i n g   f u r t h e r   u s e  of Fund c r e d i t  in t h e  
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coming   pe r iod .  His p r e f e r e n c e   w o u l d   b e  t o  f o r e c a s t   t h e   f i n a n c i n g  gap  
f i r s t  a n d   t h e n   t o   o f f e r   a l t e r n a t i v e   s c e n a r i o s ,   b o t h  w i t h  a n d   w i t h o u t   t h e  
u s e  of F u n d   c r e d i t .  

Mr. Zhang s t a t e d   t h a t ,   l i k e   o t h e r s ,   h e   c o u l d   s u p p o r t   t h e   p r o p o s e d  
d e c i s i o n   a s   a m e n d e d ,  

T h e   s t a f f   r e p r e s e n t a t i v e   f r o m   t h e   A f r i c a n   D e p a r t m e n t ,   r e s p o n d i n g   t o  
q u e s t i o n s ,   o b s e r v e d   t h a t   t h e   K e n y a n   a u t h o r i t i e s  were c o n c e r n e d   a b o u t  t h e  
d e l a y  t h a t  h a d   t a k e n   p l a c e   i n   i m p l e m e n t i n g   t h e  new i n d u s t r i a l   s t r a t e g y  
t h a t   t h e   W o r l d   R a n k  was h e l p i n g  t o  e s t a b l i s h .   H o w e v e r ,   p r o g r e s s  was 
c o n t i n u i n g ,   m a i n l y   t h r o u g h   t h e   r e v i e w   o f  t h e  i m p o r t   s y s t e m   a n d   t h e  
n e c e s s a r y   c h a n g e s   i n   i m p o r t   t a r i f f s   e n t a i l e d   b y   t h e   r e v i e w .  

W i t h   r e g a r d   t o   t h e   c o n c e r n  of  some D i r e c t o r s   a b o u t   t h e   i n a b i l i t y  of 
t h e  Kenyan a u t h o r i t i e s   t o   p l a n   t h e i r   b u d g e t a r y   o u t t u r n   b e c a u s e   o f   d e l a y s  
i n   t h e   d i s b u r s e m e n t  o f  f o r e i g n   r e s o u r c e s ,   t h e   s t a f f   r e p r e s e n t a t i v e   n o t e d  
t h a t  the easiest  s o l u t i o n   t o   t h e   p r o b l e m   w o u l d   b e   m o r e   t i m e l y   i n f o r m a t i o n  
from t h e  d o n o r s .  It w a s   h o p e d   t o   i m p r o v e   t h e   s i t u a t i o n   t h r o u g h   p e r i o d i c  
m e e t i n g s   o f  a l l  t h e   i m p o r t a n t   d o n o r s ,   c h a i r e d   b y   r o t a t i n g   a m b a s s a d o r s  
who would   then  meet w i t h  a s e l e c t e d   g r o u p  of Kenyan o f f i c i a l s   t o   d i s c u s s  
t h e   p r o p o s e d   t i m i n g   o f   v a r i o u s   d i s b u r s e m e n t s .  

A number o f  Directors h a d   e x p r e s s e d   c o n c e r n   a b o u t   t h e   d e c l i n i n g   l e v e l  
o f   c a p i t a l   e x p e n d i t u r e s   i n   t h e   f a c e   o f   w h a t   a p p e a r e d   t o   b e  a r a p i d   g r o w t h  
i n   c u r r e n t   o u t l a y s ,   t h e   s t a f f   r e p r e s e n t a t i v e   r e c a l l e d ;   t h e   K e n y a n   a u t h o r -  
: L t i e s   w e r e   a l s o   w o r r i e d   a b o u t   t h a t   t r e n d .  It s h o u l d   b e   n o t e d   t h a t ,   i n  
1 9 8 3 / 8 4 ,  t h e   b u l k   o f   t h e   i n c r e a s e   i n   c u r r e n t   e x p e n d i t u r e s   r e p r e s e n t e d  
i n c r e a s e d   i n t e r e s t   p a y m e n t s  on o f f i c i a l  d e b t :  it r e f l e c t e d   t h e   l a r g e  
a c c u m u l a t i o n  of  d e b t - - b o t h   i n t e r n a l   a n d   e x t e r n a l - - o v e r  t h e  p a s t   f e w   y e a r s  
and a r a p i d   i n c r e a s e   i n   d o m e s t L C   i n t e r e s t  ra tes .  O n c e   t h e   i n c r e a s e d  
i n t e r e s t   p a y m e n t s  were d e d u c t e d ,   o t h e r   c u r r e n t   e x p e n d i t u r e s   w o u l d   b e   s e e n  
t o   b e   r i s i n g  by o n l y   a b o u t  4 p e r c e n t .   M o r e o v e r ,   t h e   r e c e n t   e x c h a n g e  r a t e  
a c r i o n  taken b y   t h e   a u t h o r i t i e s   i n   J u n e   a n d   J u l y   s h o u l d   n o t   b e   v i e w e d  as 

,.a o n c e - a n d - f o r - a l l   a c t i o n ;  i t  was i n   f a c t   t h e .   i n t e n t i c n  of t h e   a u t h o r i t i e s  
t o   c o n t i n u e   w i t h  a f l e x i b l e  exchan.ge r a t e   p o l i c y ,   a n d   t h e   a d j u s t m e n t   t h a t  
h a d   t a k e n   p l a c e   i n   J u n e   a n d   J u l y   c o u l d   b e   e x p e c t e d   t o   b e   r e p c a t e d  as 
c o n d i t i o n s   w a r r a n t e d .  

T h e  s t a f f   b e l i e v e d  t h a t ,  . d e s p i t e   t h e  small g rowth  of e x p o r t s   t h a t  
had   t aken  place i n  1983 a n d   t h a t  was p r o j e c t e d   f o r   t h e   f u t u r e ,   t h e   v a r i o u s  
i n c e n t i v e s   t h a t  were in p l a c e   w e r e   a p p r o p r i a t e ,  t h e  s t a f f   r e p r e s e n t a t i v e  
c o n t i n u e d .  IL: had t o   b e   r e m e m b e r e d   t h a t   t h e   l e v e l   o f   n o n t r a d i t i o n a l .  
e x p o r t s   r e m a i n e d  small  a n d   t h a t ,   e v e n   t h o u g h  t h e y  migh t   be   r e spo .nd ing  
.favorahl.y, t h e   i m p a c t   o n   t h e   o v e r a l l   l e v e l  of e x p o r t s  was not  l a r g e .  
T r a d i t i o n a l   c o m m o d i t i e s ,   s u c h  as c o f f e e   a n d  t ea ,  s t i l l  a c c i j u n t e d   f o r   t h e  
o v e r w h e l m i n g   p r o p o r t i o n  o f  e x p o r t s ,  an.d t h e i r   p e r f o r m a n c e   h a d   n o t   b e e n  
favorable  i n  t h e   r e c e n t   p a s t ;  b u t  a d i s a g g r e g a t i o n  o f  exports ,  a l ook  a t  
t h e   c o s t   o f   p r o d u c t i o n ,  and t h e   f e e d b a c k   f r o m   e x p o r t e r s   s u g g e s t e d   t h a t :  
t h e   p r e s e n t   l e v e l  of i n c e n t i v e s   w a s   a d e q u a t e .   D e l a y s   i n   m o r e   r a p i d  
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g r o w t h   a r o s e   m a i n l y   f r o m   t h e   a g r i c u l t u r a l   n a t u r e   o f   e x p o r t s ;  i t  took time 
t o  p l a n t   c r o p s   a n d   t o   i n c r e a s e   h e r d s   o f   l i v e s t o c k .   S t i l l ,   t h e r e  were 
a l s o   d i f f i c u l t i e s   o n   t h e   i n s t i t u t i o n a l   s i d e ,  as  t h e   f a c i l i t i e s   f o r   e x p o r t  
f i n a n c i n g   a n d   f o r   g a t h e r i n g   i n f o r m a t i o n   o n , t h e   i m p o r t   r e q u i r e m e n t s   o f  
o t h e r   c o u n t r i e s  were n o t   y e t   i n   p l a c e .   M o r e o v e r ,   t h e r e  were i n  many 
cases m a j o r   c o n s t r a i n t s  i.n t h e  area of t r a n s p o r t a t i o n ,   p a r t i c u l a r l y   t o  
t h e   g r o w i n g   M i d d l e  East m a r k e t .  

W i t h   r e g a r d   t o   c o n c e r n s   e x p r e s s e d  by Mr. B l a n d i n   a n d   o t h e r s   a b o u t  
n e e d e d   s t r u c t u r a l   r e f o r m s   i n   t h e   a g r i c u l t u r a l   s e c t o r ,   t h e   s t a f f   r e p r e s e n -  
t a t i v e   o b s e r v e d  t h a t ,  whi le   Kenya  was o n e   o f   t h e ' f e w   c o u n t r i e s   i n   A f r i c a  
t h a t  was s e l f - s u f f i c i e n t   i n   f o o d s t u f f s ,  i t  f a c e d  a r a p i d   p o p u l a t i o n   g r o w t h  
a n d   l i m i t e d   a g r i c u l t u r a l   r e s o u r c e s .  Mo.re t h a n   h a l f   t h e   l a n d  i n  Kenya was 
a r i d ,   a n d   t h e   r a p i d   e x p a n s i o n   I n   a g r i c u l t u r e   t h a t   h a d   t a k e n   p l a c e   i n  t h e  
l a t e  1 9 6 0 s   a n d   e a r l y   1 9 7 0 s   h a d   t a k e n   u p   a l m o s t  a l l  t h e   a v a i l a b l e   l a n d .  
The d i f f i c u l t i e s   f a c e d   b y   t h e   a u t h o r i t i e s  a t  p r e s e n t  were r e l a t e d   m a i n l y  
t o   t h e   i n t r o d u c t i o n  of new t e c h n o l o g y   t h a t   w o u l d   i n c r e a s e   t h e   p r o d u c t i v i t y  
of  t h e   l a n d ,   a n d   t h o s e   d i f f i c u l t i e s   c o u l d   n o t   b e   r e s o l v e d   s i m p l y   t h r o u g h  
g r e a t e r   i n c e n t i v e s   t o   p r o d u c t i o n .  

T h e   K e n y a n   a u t h o r i t i e s  were commit ted- -not   on ly   under   s tand-by  
a r r a n g e m e n t s   w i t h   t h e   F u n d   b u t  a l so  u n d e r   s t r u c t u r a l   a d j u s t m e n t   l o a n  
ag reemen t s   w i th   t he   Wor ld   Bank- - to  move q u i c k l y   t o w a r d   i m p o r t   l i b e r a l i z a -  
t i o n ,   t h e   s t a f f   r e p r e s e n t a t i v e   n o t e d .   T h e  new i m p o r t   s y s t e m  was a m a j o r  
i m p r o v e m e n t   o v e r   w h a t   h a d   e x i s . t e d   i n   t h e   p a s t   a n d   p r o v i d e d   a n   o r d e r l y  
a p p r o a c h   t o   f u r t h e r   l i b e r a l i z a t i o n .   S t i l l ,   K e n y a ' s   n e e d   t o   i m p l e m e n t  
a r a t i o n a l   i n d u s t r i a l   p o l i c y   i n   f u t u r e   w o u l d   r e q u i r e  a t h o r o u g h   r e v i e w  
o f   i m p o r t   t a r i f f s . b y   t h e   a u t h o r i t i e s .   S u c h  a r e v i e w  was c u r r e n t l y   u n d e r  
way and  was l i k e l y   t o   b e   s u p p o r t e d  by a t h i r d   s t r u c t u r a l   a d j u s t m e n t   l o a n  
f r o m   t h e   W o r l d   B a n k .   T h e   a u t h o r i t i e s   h a d   t a k e n  a s t e p - b y - s t e p   a p p r o a c h  
i n  d e a l i n g   w i t h   t h e i r   e x t e r n a l   p o l i c i e s   i n   t h e   b e l i e f   t h a t   s t a b i l i z a t i o n  
of   the   economy was n e c e s s a r y   b e f o r e   s t r u c t u r a l   a d j u s t m e n t   c o u l d  take 
p l a c e   a n d   i n   t h e   r e c o g n i t i o n   t h a t   t h e   n u m b e r  of p e r s o n n e l   a v a i l a b l e   t o  
i m p l e m e n t   s t r u c t u r a l   a d j u s t m e n t   a c t i v i t i e s  was l i m i t e d .   I n   h i s   v i e w ,  i t  
w o u l d   h a v e   b e e n   u n r e a s o n a b l e   t o   i n s i s t  on v e r y   r a p i d   s t r u c t u r a l   a d j u s t m e n t  
when t h e r e  was n o t  a s u f f i c i e n t  number  of q u a l i f i e d   p e o p l e   t o  do t h e   j o b .  

Commenting on  a q u e s t i o n   r a i s e d  by Mr. E r b  on t h e   s t a f f ' s   r e f e r e n c e s  
t o  a p o s s i b l e   f o l l o w - o n   a r r a n g e m e n t   w i t h   K e n y a ,   t h e   s t a f f   r e p r e s e n t a t i v e  
r e m a r k e d   t h a t   T a b l e  G on  page  10 of  EBS/83/219  showed t h a t   t h e   n e t   a m o u n t  
o f   t h e   p r o p o s e d   a r r a n g e m e n t  was c o n s i d e r a b l y  smaller t h a n   1 2 0   p e r c e n t  o f  
K e n y a ' s   q u o t a   a n d   t h a t  a l l  of i t  would be u t i l i z e d   t o   b u i l d   u p   r e s e r v e s  
f o l l o w i n g  some y e a r s  o f  d e c l i n e .   T h e   s c e n a r i o   i n   E B S / 8 3 / 2 1 9   t o  a g r e a t  
e x t e n t   r e f l e c t e d   t h e   s t a f f ' s   c o n c e r n   a b o u t   t h e   a d e q u a c y  of  r e s e r v e s  i n  
t h e   f a c e   o f   p o t e n t i a l l y   v o l a t i l e   e c o n o m i c   a c t i v i t y .  T.ne s t a f f   f e l t   t h a t  
t h e  l eve l  of f o r e i g n   r e s e r v e s  a t  end-1983  and  end-1984  would  not   provide 
a n   a d e q u a t e  cushion; t h e r e f o r e ,   f o r  p u r p o s e s  of planning, the s t a f f   h a d  
c r e a t e d  a s c e n a r i o   i n v o l v i n g  t h e  u t i l i z a t i o n  of F u n d   r e s o u r c e s .  
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W i t h   r e g a r d   t o   q u e s t i o n s  on t h e   d e b t   s t r u c t u r e ,  i t  was i m p o r t a n t   t o  
n o t e   t h a t   t h e   " l u m p "   i n   t h e   e x t e r n a l   d e b t   p a y m e n t s   b e t w e e n   1 9 8 3   a n d   1 9 8 6  
was a r e f l e c t i o n  o f   l a r g e   r e p a y m e n t s   b e i n g   c a r r i e d   o u t  by Kenya  on i t s  
E u r o c u r r e n c y   b o r r o w i n g s ,   t h e   s t a f f   r e p r e s e n t a t i v e   c o m m e n t e d .   A f t e r   1 9 8 6 ,  
once  a l l  t hose   r epaymen t s   had   been   made ,   t he re   shou ld   be  a marked  improve- 
ment i n   K e n y a ' s   d e b t   s t r u c t u r e ;   i n  f a c t ,  t h e   s c e n a r i o   b e i n g   u s e d  by t h e  
K e n y a n   a u t h o r i t i e s   f o r   p l a n n i n g   p u r p o s e s   i n v o l v e d  a f u r t h e r   i m p r o v e m e n t  
i n   t h e   s t r u c t u r e  of t h e  d e b t   t h r o u g h  a r e d u c t i o n   i n   r e l i a n c e   o n  commer- 
c i a l - t y p e   a c t i v i t i e s .  

" 

In r e s p o n s e   t o  a comment  by Mr. de Vries on t h e   r e v e n u e   c o l l e c t i o n  
s y s t e m   i n   K e n y a ,   t h e   s t a f f   r e p r e s e n t a t i v e  s a id  t h a t  many payments  o n  
income  and sales  t a x e s  were due a t  e n d - J u n e ,   a n d   t h e   a u t h o r i t i e s   h a d   m a d e  
a n   e f f o r t   t o   a s c e r t a i n   t h a t   p a y m e n t s  were i n   f a c t   r e c e i v e d   a n d   t a b u l a t e d  
b e f o r e   t h e   e n d  of t h e  month.. 

R e m a r k . i n g   o n   t h e   c o n c e r n   i n d i c a t e d  by D i r e c t o r s   a b o u t   t h e  pace of 
r e c o v e r y   i n   t h e   p r i v a t e   s e c t o r ,   t h e   s t a f f   r e p r e s e n t a t i v e   o b s e r v e d   t h a t  
t h e  s t a t i s t i c s  f o r   t h e   f i r s t   h a l f  o f   1 9 8 3 - - p a r t i c u l a r l y   t h o s e   s h o w i n g  
t h e   s t a g n a t i n g  demand f o r   p r i v a t e   s e c t o r   c r e d i t - - s u g g e s t e d  a wa i t - and- see  
a t t i t u d e   i n  t h e  p r i v a t e   s e c t o r   i n   a d v a n c e  of t h e   S e p t e m b e r   e l e c t i o n s .  
F o l l o w i n g   t h e   e l e c t i o n s ,  a q u i c k   r e c o v e r y  of p r i v a t e   s e c t o r  demand f o r  
c r e d i t  was e x p e c t e d ,   a n d   t h e   s t a f f   h a d   t a k e n   c a r e   i n  t h e  p r o g r a m   t o  
p r o v i d e  a s u f f i c i e n t   m a r g i n   t o  meet t h a t   r e c o v e r y .  

F i n a l l y ,   i n   a n s w e r   t o  a q u e s t i o n  by Mr. Gomel c o n c e r n i n g   t h e   s u p p l y  
r e s p o n s e  of e x p o r t e r s ,   t h e   s t a f f   r e p r e s e n t a t i v e   f r o m   t h e   A f r i c a n  Depart- 
ment  remarked t h a t ,  where   exchange  r a t e  a n d   p r i c e   i n c e n t i v e s  were most  
v i s i b l e ,   e x p o r t e r s   h a d   b e e n   r e s p o n d i n g  as q u i c k l y  as e x p e c t e d ,   g i v e n   t h e  
e x i s t i n g   i n s t i t u t i o n a l   l i m i t a t i o n s   i n   t h e   c o u n t r y .   T h e r e  was  room i n  
f u t u r e   f o r   i m p o r t   s u b s t i t u t i o n ,   b u t   t h e   a u t h o r i t i e s  were c o u n t i n g   m o r e  
o n   i n c r e a s i n g   t h e   c a p a c i t y   u t i l i z a t i o n  of t h e   p r e s e n t   i m p o r t - s u b s t i t u t i n g  
i n d u s t r i e s ,   w h i c h   h a d   b e e n   e s t a b l i s h e d  some years p r e v i o u s l y   w i t h  a v iew 
t o   c o v e r i n g   t h e  e n t i r e  E s s t  A f r i c a n  Common M a r k e t .   U n f o r t u n a t e l y ,   t h a t  
m a r k e t   h a d   s i n c e   c o l l a p s e d .  

The  DepuLy D i r e c t o r  of t h e   E x c h a n g e   a n d   T r a d e   R e l a t i o n s   D e p a r t m e n t  
r e c a l l e d   t h a t   s e v e r a l   s p e a k e r s   h a d   t o u c h e d   u p o n   t h e   i s s u e   o f   w h e t h e r  
t h e r e   n i g h t   h a v e   b e e n   g r e a t e r   s c o p e   f o r   f l e x i b i l i t y  i n  d r a w i n g   u p   t h e  
p r o g r a m   f o r   K e n y a .   I n   a d d i t i o n ,  some Di rec to r s   had   commented  on  t h e  
pace   o f   ad jus tmen t   and   t he   means  by  which i t  had   been   accompl ished .   The  
p rogram  had   been   des igned  a t  a time when a n  ea r l i e r  p r o g r a m   h a d   d r i f t e d  
o f f   t r a c k :   t h e   f o r e i g n   e x c h a n g e   s i t u a t i o n  had b e e n   c r i t i c a l ,   r e s e r v e s  
h a d   b e e n   l i m i t e d ,   a n d  a b a l a n c e  of paymen t s   f i nanc ing   gap   had   been  pro-  
j e c t e d   f o r   w h i c h   e x t r e o r d i n a r y   d o n o r   a s s i s t a n c e   w a s   s o u g h t .   I n   t h o s e  
c i r c u m s t a n c e s ,   t h e r e   h a d   b e e n   n o   r o o m   f o r   f l e x i b i l i t y  i n  t h e   d e s i g n   o f  
t h e   p r o g r a m  

T h e   K e n y a n   a u t h o r i t i e s  had  become a c u t e l y  aware of t h e   n e e d   t o  
a d j u s t   p r o m p t l y  and t o  do a11 i n   t h e i r  power t o   m e e t   t h e   p e r f o r m a n c e  
c r i t e r i a  of the   p rog ram,   and   t hey   had   done  s o ,  t h e   D e p u t y   D i r e c t o r   s a i d .  
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Some f l e x i b i l i t y  was b e i n g   b u i l t   i n t o   t h e   p r o g r a m   f o r   1 9 8 3 1 8 4   b e c a u s e  the 
s i t u a t i o n   h a d   i m p r o v e d ,   b u t   e v e n   t h a t   f l e x i b l i t y  was l i m i t e d   b e c a u s e  i t  
was n e c e s s a r y   t o   e n s u r e   t h a t   t h e   g a i n s   a l r e a d y  made  would  not  be l o s t .  
F i n a l l y ,  on a n o t h e r  mat te r ,  h e   a g r e e d   w i t h  Mr. S u r a i s r y   t h a t  i t  was o n l y  
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   t h a t   t h e   s t a f f   w o u l d   a p p r o a c h   t h e   E x e c u t i v e  
B o a r d   w i t h  a r e q u e s t  f o r  a p p r o v a l  of a p e r f o r m a n c e   c r i t e r i o n  a t  a time 
f o l l o w i n g   t h e   d a t e   f o r   w h i c h   t h a t   c r i t e r i o n   h a d   b e e n  se t .  T h e r e  were a 
n u m b e r   o f   e x c e p t i o n a l   f a c t o r s   t h a t   h a d   l e d   t h e   s t a f f   t o   a d o p t   s u c h   a n  
a p p r o a c h  i n  t he   Kenyan  case. F o r   i n s t a n c e ,   t h e   a c t u a l   d a t a  f o r  end-  
Sep tember   wou ld   no t   be   ava i l ab le   un t i l   m id -November .  

Mr. S a n g a r e   o b s e r v e d   t h a t   m o s t  of h i s   c o l l e a g u e s   s e e m e d   t o   r e c o g n i z e  
t h a t  Kenya  had met a l l  p e r f o r m a n c e  c r i t e r i a  u n d e r   t h e   p r o g r a m  a t  t h e   c o s t  
o f  economic   g rowth ,  as  e x p e n d i r u r e s   h a d   b e e n   c u t   s h a r p l y   w h i l e   t h e   o p p o r -  
t u n i t y  f o r  i n c r e a s e d   r e v e n u e s   h a d   r e m a i n e d   l i m i t e d .   I n   f a c t ,   e c o n o m i c  
g r o w t h   h a d   f a l l e n   s h o r t  o f  t h e   t a r g e t   € o r  1982/83 and  was c u r r e n t l y   b e l o w  
t h e  r a t e  of g rowth  o f  t h e   p o p u l a t i o n .  As ment ioned  by s e v e r a l   D i r e c t o r s ,  
t h a t   d e v e l o p m e n t   h a d   h a d   a n   a d v e r s e   e f f e c t  on t h e   s t a n d a r d   o f   l i v i n g   o f  a 
large s e g m e n t   o f   t h e   K e n y a n   p o p u l a t i o n .   H e n c e ,   h e   w i s h e d   t o   r e - e m p h a s i z e  
t h e   d e s i r e  of t h e   a u t h o r i t i e s   t o   i n c r e a s e   t h e  ra te  of   economic  growth.  
T h e   f a l l i n g .  r a t e  i n   r e c e n t   y e a r s   h a d   a d v e r s e l y   a f f e c t e d   f i s c a l   p e r f o r m a n c e  
a n d   t h e   e x t e r n a l   s e c t o r s   o f   t h e   e c o n o m y ,   c r e a t i n g  a v i c i o u s  downward 
s p i r a l   t h a t   c o u l d   o n l y  be s o l v e d   i n   t h e   l o n g e r  term. It was f o r  t h a t  
r e a s o n   t h a t   t h e   a u t h o r i t i e s  were i n   t h e   p r o c e s s  of imp lemen t ing  new 
m e a s u r e s ,  i~ t h e   c o n t e x t   o f   t h e   s e c o n d   s t r u c t u r a l   a d j u s t m e n t   l o a n   w i t h  
t h e  W o r l d   B a n k ,   t h a t   w o u l d   d e a l   w i t h   t h e   l o n g - t e r m   p r o b l e m s   c o n f r o n t i n g  
t h e  economy.  The a u t h o r i t i e s  were c o n f i d e n t   t h a t   t h o s e   s t e p s ,   t o g e t h e r  
w i t h   t h e   m e a s u r e s   a l r e a d y   i n   p l a c e ,   w o u l d   a l l o w   f o r   t h e   a c h i e v e m e n t   o f  
t h e   g o a l s  of t he   p rog ram.  

Wi th   r ega rd   t o   comment s  on t h e   s t r u c t . u r a 1   n a t u r e  of t h e   p r o b l e m s  
f a c i n g   t h e   K e n y a n   e c o n o m y ,  Mr. S a n g a r e   r e c a l l e d   t h a t  some s p e a k e r s   h a d  
s u g g e s t e d   g r e a t e r   d i v e r s i f i c a t i o n   t o w a r d   s u p p l y - s i d e   p o l i c y  and had 
e x p r e s s e d   d o u b t s   a b o u t   t h e   a p p r o p r i a t e n e s s  of a n   e x t e n d e d   a r r a n g e m e n t   w i t h  
t h e  Fund t o   d e a l   w i t h   t h e   l o n g - t e r m   p r o b l e m s .   T h e   e x i s t e n c e  of f i n a n c i a l  
d i f f i c u l t i e s  i"t p r e s e n t   s h o u l d  n o t  c h a n g e   D i r e c t o r s '   v i e w s '  of t h e   n a t u r e  
of t he   p rob lem,   wh ich   cou ld  be b e s t   d e a l t   w i t h   t h r o u g h   l o n g - r a n g e   a d j u s t -  
ment: measu res .  I t  w c s  c l ea r  t h a t ,   f o r  some time i n   f u t u r e ,  Kenya  would 
need t o  r e c e i v e   a p p r o p r i a t e   f i n a n c i a l   a s s i s t a n c e   f r o m   i n t e r n a t i o n a l  
m o n e t a r y   i n s t i t u t i o n s ,   c o m m e r c i a l   b a n k s ,   a n d   f r i e n d l y   c o u n t r i e s .   T h e  
a u t h o r i t i e s  were g r a t e f u l   f o r   t h e   a s s i s t a n c e   t h a t  had   been   provided   f rom 
t h o s e   s o u r c e s   t h u s   f a r   a n d   r e m a i n e d   h o p e f u l .   t h a t  i t  w o u l d   b e   c o n t i n u e d .  

Mr. E r b   o b s e r v e d   t h a t ,   a e s p i t e   t h e  c l ea r  a n s w e r s   t o   h i s   q u e s t i o n s ,  
h e   r e m a i n e d   u n c e r t a i n   a b o u t   t h e  basis  f o r   t h e   s t a f f ' s   j u d g m e n t   t h a t   t h e  
economy would be i n  a s u s t a i n a b l e   b a l a n c e  o f   p a y m e n t s   p o s i t i o n  by  1984185. 
T a b l e  6 o f   t h e   s t a f f   p a p e r   s e e m e d   t o   s u g g e s t   t h a t   t h e   b u i l d u p   i n   r e s e r v e s  
p l a n n e d  f o r  1984 was l e s s  t h a n   n e t   F u n d   f i n a n c i n g .   I n   t h e   c i r c u m s t a n c e s ,  
t h e   a u t h o r i t i e s   s h o u l d   p e r h a p s   h a v e  a m o r e   a m b i t i o u s   p l a n  f o r  b u i l d i n g   u p  
t h e i r   g r o s s  reserve p o s i t i o n   t o   e n s u r e   t h a t   t h e   n e t   r e s e r v e   p o s i t i o n  was 
s t r e n g t h e n e d  



- 13 - EBM/83/150 - 1 0 / 2 4 / 8 3  

T h e   s t a f f   r e p r e s e n t a t i v e   f r o m   t h e   A f r i c a n   D e p a r t m e n t   r e p l i e d   t h a t  
t h e   K e n y a n   a u t h o r i t i e s  were e x p e r i e n c i n g  a dilemma: on t h e   o n e   h a n d ,   t h e r e  
was a n e e d   t o   i m p r o v e   t h e   i n f l o w  of i m p o r t s ;   o n   t h e   o t h e r   h a n d ,   t h e   l e v e l  
of r e s e r v e s   s h o u l d   b e   i n c r e a s e d .  I t  was c n  t h a t   b a s i s   t h a . t   t h e   p l a n n i n g  
s c e n a r i o   h a d   b e e n   s i g n e d .  I f  t h e y   i n c r e a s e d   t h e  l eve l  o f   g r o s s   r e s e r v e s ,  
t h e   a u t h o r i t i e s   w o u l d   n e e d   t o  make  some f u r t h e r   a d j u s t m e n t   i n   t h e  1eve.Z 
of i m p o r t s ;   u n f o r t u n a t e l y ,   g i v e n   t h e   l i k e l y   l e v e l  of e x p o r t s   a n d   o t h e r  
f o r e i g n   e x c h a n g e   e a r n i n g   c o m p o n e n t s ,  a f u r t h e r   c u t b a c k  on  t h e   i m p o . r t  
l e v e l  would  have a n e g a t i v e   i m p a c t  on t h e   e c o n o m y .   I n   p a s s i n g ,   h e   n o t e d  
t h a t   t h e   W o r l d  Bank was of t h e   v i e w   t h a t   t h e  l e v e l  of i m p o r t s   b e i n g  
p r o j e c t e d  by t h e  Fund s t a f f  was n e a r   t h e   b o t t o m   o f   t h e   r a n g e   o f   i m p o r t s  
r e q u i r e d   f o r   t h e   n e e d e d  r a t e  of growth  of   the  economy.  

T h e   C h a i r m a n   s a i d   t h a t  a f o l l o w - o n   p r o g r a m   f o r   K e n y a   c o u l d   c e r t a i n : l y  
b e   c o n s i d e r e d  a t  t h e   a p p r o p r i a t e  time; however ,  i t  m i g h t   h a v e   b e e n   p r e f e r -  
ab:Le i f  t h e   s t a f f   h a d   p r e s e n t e d   a l t e r n a t i v e s   s h o w i n g   w h a t   f u r t h e r   r e s o u r c e s  
w o u l d   b e   n e c e s s a r y   f r o m   o f f i c i a l   l o n g - t e r m   c a p i t a l   s o u r c e s   t o  meet t h e  
t a r g e t   f o r   t h e   c u r r e n t   a c c o u n t   i f   F u n d   f i n a n c i n g  was n o t   a v a i l a b l e .  H e  
was a l s o  c o n c e r n e d   a b o u t   t h e   p r e s e n t a t i o n  of w h a t   m i g h t   a p p e a r   t o   b e   f i r m  
p r o j e c t i o n s  on o f f i c i a l   l o n g - t e r m   c a p i t a l ,   w h i c h   c o u l d   b e   t r e a t e d  as 
t a r g e t s   o r   e v e n  as limits. 

T h e   s t a f f   r e p r e s e n t a t i v e   f r o m   t h e   A f r i c a n   D e p a r t m e n t   c o m m e n t e d   t h a t  
t h e   f i g u r e s   f o r   o f f i c i a l   l o n g - t e r m  c a p i t a l  i n  t h e   t a b l e  were c o n s i s t e n t  
w i t h  t h e   u t i l i z a t i o n  o.€ l o n g - t e r m   c a p i t a l   t h r o u g h   t h e   b u d g e t ;   t h e   f i g u r e s  
f o r   p r i v a t e   l o n g - t e r m   c a p i t a l  were d e r i v e d  on a t r e n d   b a s i s   a n d   t h e n   m a d e  
c o n s i s t e n t  w i t h  t h e   l e v e l   o f   i m p o r t s   p r o j e c t e d .   T h e   s t a f f  was t h u s   f a i r l y  
c o n f i d e n t   a b o u t  i t s  f i g u r e s   o n   t h e  c a p i t a l  a c c o u n t .   T h e r e  were o f   c o u r s e  
many  ways i n   w h i c h   a d d i t i o n a l   f i n a n c i n g   c o u l d  b e   o b t a i n e d ;   h o w e v e r ,   t h e  
s t a f f   h a d   f e l t   t h a t  i t  w o u l d   b e   b e t t e r   f o r   K e n y a   t o   u s e   F u n d   r e s o u r c e s  
r a t h e r   t h a n   t o   b o r r o w   i n   t h e   c o m m e r c i a l   m a r k e t   t o  meet t h e   d e f i c i t .  

T h e   C h a i r m a n   s a i d   t h a t   h e   h a d   n o   q u a r r e l   w i t h   t h e   s t a f f ' s   l o g i c ;   h e  
was o n l y   c o n c e r n e d   t h a t ,  in p r e s e n t i n g  i t s  t a b l e ,   t h e   s t a f f   m i g h t   h a v e  
g i v e n   t h e   i m p r e s s i o n   t h a t   t h e   F u n d  was w i l l i n g  t o  f i l l  a g a p   t h a t   c o u l d  
we l l  be met by a d d i t i o n a l   o f f i c i a l   a i d .   T h e   m e t h o d  of p r e s e n t a t i o n  of 
t h a t   s o r t  of  t a b S e   w o u l d   n e e d   t o   b e   r e v i e w e d .  

T h e   E x e c u t i v e   B o a r d   t h e n   t u r n e d  t o  t h e   p r o p o s e d   a m e n d e d   d e c i s i o n ,  
which i t  a d o p t e d .  

The   dec i . s ion  was: 

1. Kenya h a s   c o n s a l t e d   w i t h   t h e   F u n d   i n   a c c o r d a n c e   w i t h  
p a r a g r a p h   4 ( b )  of t h e   s t a n d - b y   a r r a n g e m e n t   f o r   K e n y a   ( E B S / 8 3 / 4 1 ,  
Sup. 1, 3 / 2 2 / 8 3 )   a n d   p a r a g r a p h  1 6  of t h e  l e t t e r  of t h e   M i n i s t e r  
of F i n a n c e   a n d   t h e   G o v e r n o r   o f   t h e   C e n t r a l   B a n k  of Kenya   da t ed  
J a n u a r y   2 8 ,   1 9 8 3   a c n e x e d   t h e r e t o   i n   o r d e r  t o  review p o l i c i e s  
a n d   t o   e s t a b l i s h   p e r f o r m a n c e  c r i t e r i a  s u b j e c t   t o   w h i c h   p u r c h a s e s  
may be  made  by  Kenya. 
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2 .  The l e t c e r  d a t e d   S e p t e m b e r  13 ,  1983 f r o m   t h e   M i n i s t e r  of 
F i n a n c e   a n d   t h e   G o v e r n o r  of t h e   C e n t r a l  B a n k   o f   K e n y a   s e c t i n g   f o r t h  
c e r t a i n   p o l i c i e s   a n d   m e a s u r e s   w h i c h   t h e   a u t h o r i t i e s  w i l l  p u r s u e  
s h a l l  b e   a n n e x e d   t o   t h e   s t a n d - b y   a r r a n g e m e n t   f o r   K e n y a ,   a n d   t h e  
l e t t e r  of J a n u a r y   2 8 ,  1983 s h a l l  be   read  as s u p p l e m e n t e d  by t h e  
l e t t e r  of Sep tember  13 ,  1983. 

3. Accord ing ly ,   Kenya  will n o t  make p u r c h a s e s   u n d e r   t h e  
s t a n d - b y   a r r a n g e m e n t   t h a t   w o u l d   i n c r e a s e   t h e   F u n d ' s   h o l d i n g s  of 
K e n y a ' s   c u r r e n c y   i n   t h e   c r e d i t   t r a n c h e s   b e y o n d   2 5   p e r c e n t  of q u o t a  
o r   i n c r e a s e   t h e   F u n d ' s   h o l d i n g s  of t h a t   c u r r e n c y   r e s u l t i n g   f r o m  
p u r c h a s e s  of b o r r o w e d   r e s o u r c e s   b e y o n d   1 2 . 5   p e r c e n t  of q u o t a   d u r i n g  
a n y   p e r i o d   i n   w h i c h   t h e   d a t a  a t  t h e   e n d  of t h e   p r e c e d i n g   p e r i o d  
i n d i c a t e   t h a t   t h e  limit o n   t o t a l   d o m e s t i c   c r e d i t   o f   t h e   b a n k i n g  
s y s t e m   o r   t h e  limit o n   n e t   c r e d i t   f r o m   t h e   b a n k i n g   s y s t e m   t o   t h e  
G o v e r n m e n t ,   b o t h   d e s c r i b e d   i n   p a r a g r a p h  7 of t h e  l e t t e r  of 
September  13, 1 9 8 3 ,  i s  n o t   o b s e r v e d ,   p r o v i d e d   t h a t   t h e   p u r c h a s e  
o f   t h e   e q u i v a l e n t  of SDR 2 8 . 2   m i l l i o n   c a n   p r o c e e d  on t h e   b a s i s  
of t h e   o b s e r v a n c e  of t h e ,   c r e d i t   c e i l i n g s   f o r   J u n e  1383 a n d   t h e  
c o n c l u s i o n   o f   t h i s  review. 

4 .  W i t h   r e s p e c t .   t o   t h e   f i s c a l ,   m o n e t a r y ,   i m p o r t ,   a n d   e x c h a n g e  
a n d   i n t e r e s t  r i ' te  p o l i c i e s ,   t h e   F u n d   f i n d s   t h a t   n o   a d d i t i o n a l  
u n d e r s t a n d i n g s  a r e  n e c e s s a r y .  

D e c i s i o n  No. 7 5 5 1 - ( 8 3 / 1 5 0 ) ,   a d o p t e d  
O c t o b e r   2 4 ,  1983 

2. WORK PROGRAM 

T h e   E x e c u t i v e   D i r e c t o r s   c o n s i d e r e d   t h e   M a n a g i n g   D i r e c t o r ' s   O c t o b e r   1 7  
s t a t e m e n t  on t h e  work p r o g r a m   u n t i l   t h e   s p r i n g  1984 m e e t i n g s  of t h e  
I n t e r i m   a n d   D e v e l o p m e n t   C o m m i t t e e s   ( s e e   A n n e x ) ,   t o g e t h e r   w i t h  a r e v i s e d  
t e n t a t i v e   s c h e d u l e  of  E x e c u t i v e   B o a r d   m e e t i n g s   ( S e c r e t a r y ' s   C i r c u l a r  No. 
83/108, R e v i s i o n  1, 1 0 / 2 1 / 8 3 ) .  

Mr. Wicks s a i d  t h a t   h e  was g e n e r a l l y   c o n t e n t   w i t h   t h e   w o r k   p r o g r a m ,  
v h i c h  a t  p r e s e n t  was based  on t h e   a s s u m p t i o n   t h a t   t h e   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   G e n e r a l   R e v i e w   w o u l d  come i n t o   e f f e c t   a n d   t h a t   t h e  
p r o p o s e d  SDR 6 b i l l i o n   i n   l e n d i n g   t o   t h e  Fund  would  be  secured.  He 
welcomed t h e   i n t e n d e d   c o n c e n t r a t i o n  on t h e   s u b s t a n c e  of e c o n o m i c   p o l i c i e s  
i n   t h e   s u r v e i l l a n c e  exercise;  i t  was p a r t i c u l a r l y   i m p o r t a n t   t h a t   t h e  
q u e s t i o n  o f   m u t u a l   c o m p a t i b i l i t y   a n d   c o n s i s t e n c y  of t h e   p o l i c i e s  of: t h e  
m a j o r   i n d u s t r i a l   e c o n o m i e s   s h o u l d   b e   c o v e r e d  as a n   a p p r o p r i a t e   f o l l o w - u p  
t o   t h e   W i l l i a m s b u r g   c o m m u n i q u 6 .   S c h e d u l i n g  a w o r l d   e c o n o m i c   o u t l o o k  
d i s c r l s s f o f i  f o r  March 1984 f i t  well  w i t h   s u c h   a n   a p p r o a c h .  

N o t i n g  t h e  r e l a t i v e l y   l o w   n u m b e r  of new p r o g r a m s   e n v i s a g e d  i n  See- 
t i o n  4 of t h e   M a n a g i n g   D i r e c t o r ' s   s t a t e m e n t ,  Mr. Wicks  wondered how 
those est imates  r d a t e d  to t h e   p r o j e c t i o n s  of Fund l i q u i d i t y .  Many of  
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t h e  new p r o g r a m s   w o u l d   a p p a r e n t l y   f o l l o w  on f r o m   e x i s t i n g   p r o g r a m s ,   w h i c h  I 

s u g g e s t e d   t h a t   t h e r e   w o u l d   b e   r e l a t i v e l y   f e w  new Fund c l i e n t s ;   h e   w o u l d  
a p p r e c i a t e   h e a r i n g   w h e t h e r   t h e   s t a f f   e x p e c t e d  a small number of r e q u e s t s  
f o r   q u i t e   l a r g e   a m o u n t s ;   a n d   w h e t h e r  i t  e n v i s a g e d   r e l a t i v e l y   f e w  new Fund 
c l i e n t s  among smaller c o u n t r i e s  i n  1984. 

He welcomed t h e   p r o p o s a l   t o   c i r c u l a t e  f o r  d i s c u s s i o n  Mr. Ment rG 's  
i n t e r e s t i n g   p a p e r ,   " T h e   F u n d ,   C o m m e r c i a l   B a n k s ,   a n d  Member C o u n t r i e s ' '  
( E B D / 8 3 [ 2 0 0 ,   8 / 4 / 8 3 ) ,   w h i c h   s h o u l d   p r o v i d e  .a u s e f u l   o p p o r t u n i t y   t o   s u r v e y  
c o m m e r c i a l   d e b t   f l o w s   a n d   t h e   F u n d ' s   r o l e   i n   r e a s s u r i n g   o r   e n c o u r a g i n g  
c r e d i t o r s .  On a n o t h e r  matter,  urkder s y s t e m i c   i s s u e s ,   h e   p r o p o s e d   t h a t  
d i s c u s s i o n   o f   t h e   s t a f f   p a p e r   e n t i t l e d  "The  Exchange Rate Sys tem:   Lessons  
o f   t h e   P a s t   a n d   O p t i o n s   f o r   t h e   F u t u r e "   s h o u l d   b e   b r o u g h t   f o r w a r d   t o  
J a n u a r y .  An e a r l y   d i s c u s s i o n   o f   t h a t   p a p e r   w o u l d  ass i s t  h i s   a u t h o r i t i e s  
i n  p r e p a r i n g   f o r   t h e  1984 economic  summit .  He a l s o   w e l c o m e d   t h e   p r o p o s e d  
r e v i e w  of small t r o p i c a l   i s l a n d   e c o n o m i e s .  

T h e r e  were two o t h e r  a reas  i n  w h i c h   h e   w o u l d   l i k e   t o   p r o p o s e   a d d i -  
t i o n a l   r e l a t e d   w o r k ,  Mr. W i c k s   c o n t i n u e d .   T h e   f i r s t   c o n c e r n e d   i n w a r d  
d i r e c t   i n v e s t m e n t   t o   d e v e l o p i n g   c o u n t r i e s ,  a t o p i c   r e f e r r e d   t o  i n  a 
number of s p e e c h e s   d e l i v e r e d  a t  t h e  :merim Commit tee   Meet ing   and   Annual  
Mee t ings .   The  matter c o u l d   p e r h a p s   b e   c o v e r e d  i n  a p a p e r   t h a t   w o u l d  
s e r v e  as  b a c k g r o u n d   t o  a D e v e l o p m e n t   C o m m i t t e e   d i s c u s s i o n  of t h e   p r o p o s e d  
p a p e r ,   " L i n k a g e s   B e t w e e n   T r a d e ,   I n d e b t e d n e s s ,   a n d   D e v e l o p m e n t " ;   b u t   t h e  
matter o f   i n w a r d   d i r e c t   i n v e s t m e n t ,   t o   d e v e l o p i n g   c o u n t r i e s  was s u f f i c i e n t l y  
i m p o r t a n t   t h a t  i t  m i g h t   b e   b e t t e r  i f  t h e   E x e c u t i v e   B o a r d   t o o k   u p   t h e  
matter s e p a r a t e l y   b e f o r e   t h e   D e v e l o p m e n t   C o m m i t t e e   d i s c u s s i o n .  

His s e c o n d   s u g g e s t i o n   f o r   a d d i t i o n a l   w o r k  was t o   h a v e   a n   e a r l y  
d i s c u s s i o n  of a paper on t h e   r e v i e w   o f   p o l i c i e s   a f f e c t i n g   c h r o n i c   u s e r s  
of F u n d   f i n a n c e ,   w h i c h   m i g h t   b e  a u s e f u l   f o l l o w - u p   o f   t h e  1981 r e v i e w   o f  
t h e   r e l a t i o n s h i p   b e t w e e n   W o r l d   B a n k   s t r u c t u r a l   a d j u s t m e n t   l o a r , s   a n d  Fund 
e x t e n d e d   a r r a n g e m e n t s ,  Mr. W i c k s   r e m a r k e d .   E a r l y   B o a r d   c o n s i c e r a t i o n  of 
t h e  matter would seem a p p r o p r i a t e ,   p a r t i c u l a r l y   i n   v i e w   o f   t h t !   I n t e r i m  
C o m m i t t e e ' s   e n d o r s e m e n t   o f   t h e   t e m p o r a r y   c h a r a c t e r  of t h e   e n l k r g e d  access 
f a c i l i t y .   T h e   B o a r d   d i s c u s s i o n   s h o u l d   p r o v i d e  a n  o p p o r t u n i t y   f o r   D i r e c t o r s  
t o  e x a m i n e   t h e   d i f   f l c u l t   p r o b l e m   o f   l o n g e r - t e r m   c h r o n i c   d e b t o r s   w h o s e  
a d j u s t m e n t   u n d e r   i n i t i a l   F u n d   p r o g r a m s   h a d   b e e n   i n s u f f i c i e n t ,   f a i l i n g   t o  
e l i m i n a t e   t h e i r   n e e d   f o r  Fund c r e d i t   e v e n   a f t e r   s e v e r a l   p r o g r a m s   o r   a n  
e x t e n d e d   a r r a n g e m e n t .   T h e r e  were a f e w   o b v i o u s   e x a m p l e s   o f   s u c h   c o u n t r i e s  
a t  p r e s e n t ,   a n d   t h e i r   n u m b e r   w o u l d   l i k e l y   i n c r e a s e   u n l e s s   t h e   w o r l d  
e c o n o m y   r e v i v e d   d r a m a t i c a l l y .   T h e r e  were many p o s s i b l e   r e a s o n s   f o r   t h e  
p r o b l e m :   c o n f u s i o n   o f   c y c l i c a l   a n d   d e v e l o p m e n t  prob:Lems, i n s u f f i c i e n t  
s t r i n g e n c y   o f   F u n d   p r o g r a m s ,   p o o r l y   d e s i g n e d   p r o g r a m s ,   a n d   s l i p p a g e s   i n  
t h e   a d j u s t m e n t :   p r o c e s s .   W h a t e v e r   t h e   c a u s e ,   t h e   p r o b l e r c   n a n i f e s t e d  
itself i n  t h e   f o r m  of "withdrawal  symptoms"  when  Fund  programs were cdn-  
cludeci. The   p rob lem  conce rned   bo th   t he   Fund   and  t h e  World  Bank, 2nd i t  
m i g h t   b e   a p p r o p r i a t e   i f   t h e   F u n d ,  i n  some cases, c o n t i n u e d  t G  suppo; - t  
s u c h   c o u n t r i e s ,   p e r h a p s  u s i n g  a second  t i e r  o f   a c c e s s   w h e r e   t h a t  was 
w a r r a n t e d ;  i n  o t h L c  cases,  t h e r e   s h o u l d  be no q u e s t i o n   o f   t h e  F u n d  
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p r o v i d i n g   d e v e l o p m e n t   f i n a n c i n g .  He w o u l d   l i k e   t h e   s t a f f   t o   e x p l o r e   t h e  
p o s s i b i l i t y  of "shadow  programs,"   which  were i n t e n d e d   m a i n l y   t o   r e a s s u r e  
c o m m e r c i a l   c r e d i t o r s   b u t   d i d   n o t   a c t u a l l y   r e q u i r e   t h e   a d v a n c e m e n t  of 
r e s o u r c e s   b y   t h e   F u n d .   T h e   i s s u e s   h e   h a d   m e n t i o n e d  were s e r i o u s   o n e s  
and touched   upon   t he   Fund ' s   med ium- te rm  ro l e .   They   cou ld  of c o u r s e  be 
t a k e n   u p   i n   c o n n e c t i o n   w i t h   d i s c u s s i o n s  on  t h e   u s e  of F u n d   r e s o u r c e s   o r  
access ,  o r   e v e n   d u r i n g   t h e   w o r l d   e c o n o m i c   o u t l o o k   d i s c u s s i o n s ;   h o w e v e r ,  
t h e   r e l a t i o n s h i p   b e t w e e n   c h r o n i c   d e b t o r s   a n d   t h e   F u n d ' s   m e d i u m - t e r m   r o l e  
was p a r t i c u l a r l y   i m p o r t a n t   a n d   p e r h a p s   m e r i t e d  a d i s c u s s i o n   b y   i t s e l f .  

Mr. J a y a w a r d e n a   n o t e d   t h a t   t h e   s i t u a t i o n   r e g a r d i n g   t h e   F u n d ' s  
l i q u i d i t y   p o s i t i o n   a n d   f i n a n c i n g   n e e d s   s h o u l d  become c learer  by end-  
Novenber .   Hence ,   he  was i n c l i n e d   t o   f e e l   t h a t   t h e   f o r t h c o m i n g   p a p e r s ,  
"Review of Access L i m i t s  f o r   S p e c i a l   F a c i l i t i e s "   a n d   " R e v i e w  of t h e  
F u n d ' s   U s a b l e   R e s o u r c e s   a n d   I m p l i c a t i o n s   f o r   P o l i c y , "   m i g h t  b e t t e r  be  
t a k e n  u p  l a t e r  i n  December. His c h a i r   h a d   l o n g   h e l d   t h e   v i e w   t h a t   t h e  
c u r r e n t   f i n a n c i a l   s t r i n g e n c y   r e l a t e d   t o   t h e   e n l a r g e d  access and  had no 
b e a r i n g   o n  s p e c i a l  f a c i l i t i e s ;   h o w e v e r ,   h e   r e c o g n i z e d   t h a t   t h e   I n t e r i m  
C o m m i t t e e   h a d   d i r e c t e d   t h e   E x e c u t i v e   B o a r d   t o   l o o k   i n t o   t h e  matter o f   t h e  
s p e c i a l   f a c i l i t i e s .  He h o p e d   t h a t   t h e   p a p e r  on t h a t   s u b j e c t ,   t o g e t h e r  
w i t h   t h e   v a r i o u s   o t h e r  papers on  access,  w o u l d   b e   c i r c u l a t e d  wel l  i n  
advance  of s c h e d u l e d   d i s c u s s i o n s  s o  t h a t   t h e   v i e w s  o f  a u t h o r i t i e s   c o u l d  
b e   o b t a i n e d .  

He was u n c e r t a i n   a b o u t   t h e   v a l u e   o f   d i s c u s s i n g   t h e   s t a f f   p a p e r  
e n t i t l e d   " C o m p e n s a t o r y   F i n a n c i n g   F a c i l i t y  - T r e a t m e n t  of I m p o r t   C o n t e n t  
o f   Expor t s "   wh ich  was e a r m a r k e d   f o r   d i s c u s s i o n  on  J a n u a r y  1 6 ,  1 9 8 4 ,  
Mr. J a y a w a r d e n a   c o n t i n u e d .   T h e   a r g u m e n t s   i n   t h e  case c o u l d   e a s i l y  
become c y c l i c a l   o r   e v e n   r i d i c u l o u s   i n   t h e  extreme. F o r   e x a m p l e ,   i n   t h e  
case of a c o u n t r y   e x p o r t i n g   b a n a n a s  i n  wooden c ra tes  t h a t  were p u t  
t o g e t h e r  w i t h  n a i l s  made of impor t ed  s t e e l ,  i t  was d i f f i c u l t   t o  see how 
much t h e   c o m p e n s a t o r y   f i n a n c i n g   f a c i l i t y   c o u l d   b e   i m p r o v e d   b y   m a k i n g  a 
m i n o r   c a l c u l a t i o n  t o  d e t e r m i n e   t h e   i m p o r t   c o n t e n t   o f .   t h e   b a n a n a s .   I n d e e d ,  
i f   t h e   b a n . a n a s   t r a v e l e d  i n  a v e h i c l e   t h a t   u s e d   i m p o r t e d  t i r e s  made of 
r u b b e r   t h a t   h a d   o r i g i n a l l y   b e e n   e x p o r t e d  by t h e   c o u n t r y ,   t h e   s t a f f   m i g h t  
h a v e   t o   p e r E o r m  a c a l c u l a t i o n   t o   d e t e r m i n e   t h e   e x p o r t   c o n t e n t   o f   i m p o r t s .  
If t h e   i n t e n t i o n  was t o   i m p r o v e   t h e   c o m p e n s a t o r y   f i n a n c i n g   f a c i l i t y ,   t h e  
E x e c u t i v e   B o a r d   m i g h t   d o   b e t t e r   t o  l o o k  a t  c e r t a i n   o t h e r   p r o p o s a l s   t h a t  
had   been   pu t   forward  i n  v a r i o u s   i n t e r n a t i o n a l   f o r u m s ,   s u c h  as  t h e   p r o p o s a l  
t o   s h i e l d   t r a d e - v u l n e r a b l e   c o u n t r i e s   f r o m   s u d d e n   s h a r p   d e t e r i o r a t i o n s   i n  
t h e i r  terms of t r a d e  by t a k i n g   e x p o r t   s h o r t f a l l s   a n d   i m p o r t  excesses 
t o g e t h e r .  

W i t h   r e g a r d   t o   t h e   s e c t i o n  of t h e   M a n a g i n g   D i r e c t o r ' s   s t a t e m e n t   o n  
s u r v e i l l a n c e   a n d   t h e   w o r l d   e c o n o m i c   o u t l o o k ,  Flr. J a y a w a r d e n a   s a i d   t h a t   h e  
l o o k e d   f o r w a r d   t o  a c o m p r e h e n s i v e   w o r l d   e c o n o m i c   o u t l o o k   d i s c u s s i o n   i n  
t h e   s e c o n d   h a l f  of  March 1984,  i n   a d v a n c e  of t h e   I n t e r i m   a n d   D e v e l o p m e n t  
Commi t t ee   mee t ings .   However ,   he  was c o n c e r n e d   t h a t   t h e   r e v i e w  was e x p e c t e d  
to  g i v e   " s p e c i a l   a t t e n t i o n   t o   t h e   h e a v i l y   i n d e b t e d   d e v e l o p i n g   c o u n t r i e s . "  
T h e   e x t e r n a l   d e b t  of a l l  l o w - i n c o m e   d e v e l o p i n g   c o u n t r i e s   h a d   r i s e n   d u r i n g  
1983 from 1.2 p e r c e n t  t o  18 p e r c e n t  of e x p o r t   r e c e i p t s ,   a n d  many of t h o s e  
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countries were currently facing a serious problem  of maintaining access 
to  markets. While the problems of the heavily indebted countries certainly 
deserved emphasis, the general problem of indebtedness of  all developing 
countries should be looked at: in a broader  and more comprehensive manner. 

Under the section on S D R  matters, Mr. Jayawar'dena  noted with satis- 
faction that a paper on issues pertaining to the allocation of S D R s  had 
been  scheduled for Board discussion on January 25,   1984.  Despite the 
overwhelming evidence to  the contrary, he continued to hear the argument 
that an  SUR allocation at present  would be inflationary and inimical to 
orderly development of the  world financial system. To clear doubts on 
that subject, the staff paper  should  examine  the international implica- 
t i o n s  of an allocation of SDRs at present--and of regular allocations 
in future--from all aspects, but especially in relation to the need to 
augment  world liquidity s o  as to promote greater world  trade  and  prosperity. 
Noting  that some casual interest had  been  indicated  by a few Executive 
Directors in  the idea of  a conditional allocation, he observed that such 
a concept was contrary to  the Articles of Agreement and  to  the evolution 
of the SDR. Indeed, preoccupation with  such an issue could  be detrimental 
to the larger question of making the SDR the linchpin of a future inter- 
national system. His preference was to limit the forthcoming paper  to a 
comprehensive analysis of the role of the SDR and  the international 
implications of new allocations. 

Finally, with respect to systemic issues and other policy matters, 
Mr. Jayawardena welcomed  the  staff's  study on the impact of exchange rate 
variability on trade, which he  noted  would be transmitted to the GATT 
together  with a summary of the November 2 seminar discussion of the paper. 
A paper of  equal  importance--"Linkages Between Trade, Indebtedness, and 
Development"--was  scheduled for discussion much later, on March 9 ,   1 9 8 4 .  
Because  that subject was crucial to  the thrust of future. policies of  the 
Fund, he  would  prefer an earlier discussion if  possible. 

Mr. de Maulde stated  that, like previous speakers, he  had no diffi- 
culty  with  the  broad outline of the work program. With regard to the 
interlinked  papers on access to  the  Fund's resources, he assumed that 
decisions  would  not  be  taken at the conclusion of each individual discus- 
s i o n  but  that a set of decisions would  be adopted once all discussions 
were  completed. His views were similar to those of Mr. Wicks on the 
section of the work program concerning surveillance and  the  world economic 
outlook, and  he looked  forward to an answer to  Mr.  Wicks's question on 
the work  program of the area departments. 

Turning  to SDR matters, Mr. de Maulde considered that  it  would  be 
useful to explore further the idea of conditional SDR allocations, 
together with other methods for helping the  poorest countries in case a 
general allocation was  not  agreed. One possibility  might be for wealthier 
members voluntarily to channel their share of an allocation to the need- 
iest countries, perhaps through an organization like IDA. 
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On s y s t e m i c   i s s u e s ,  Mr. d e   M a u l d e   s a i d   t h a t   h e   h a d   f o u n d  Mr. Ment rG 's  
p a p e r   e n t i t l e d   " T h e   F u n d ,   C o m m e r c i a l   B a n k s ,   a n d  Member C o u n t r i e s "   t o   b e  
m o s t   i n t e r e s t i n g   a n d   h e   l o o k e d   f o r w a r d   t o  i t s  d i s c u s s i o n   i n   t h e   B o a r d .  
He would   a l so   welcome an  e a r l y   d i s c u s s i o n   o f   t h e   s t a f f   p a p e r  on t h e  
r e v i e w   o f   t h e   e x c h a n g e  r a t e  s y s t e m ,   F i n a l l y ,   w i t h   r e s p e c t   t o  Mr. Wicks ' s  
p r o p o s a l   t o   f o c u s  on c h r o n i c   u s e r s   o f   F u n d   r e s o u r c e s ,   h e   n o t e d   t h a t   t h e  
main  problem was o n e   o f   c o o p e r a t i o n   b e t w e e n   t h e  Fund  and t h e   W o r l d  Bank. 
Hence, while   he  would  welcome a d i s c u s s i o n   o f   t h e   p r o b l e m ,   h i s   p r e f e r e n c e  
was t o   i n t r o d u c e  i t  i n  a m o r e   p o s i t i v e  way s o  as n o t   t o   i m p l y   t h a t   t h e  
c o u n t r i e s   t h e m s e l v e s  were m a i n l y  a t  f a u l t .  

Mr. de  Vries s t a t e d   t h a t ,   l i k e   o t h e r s ,   h e  had f e w   d i f f i c u l t i e s   w i t h  
t h e  work  program,  which  seemed well d e s i g n e d .  He was p l e a s e d   t o   n o t e  
t h a t   r e v i e w s   o f   s u r v e i l l a n c e   w o u l d   i n   f u t u r e   d e a l   w i t h  matters o f   s u b s t a n c e  
rather t h a n   p r o c e d u r e ,   a n d   h e   c o u l d   s u p p o r t   t h e  staff's i n t e n t i o n   t o  
p r e p a r e   p a p e r s   o n   e x c h a n g e  r a t e  p o l i c y   t h a t   w o u l d   g i v e   r e n e w e d   a t t e n t i o n  
t o   t h e   a s s e s s m e n t  of ba l ance   o f   paymen t s   deve lopmen t s   i n  a medium-term 
f r a m e w o r k ,   b o t h   f o r   i n d i v i d u a l  members  and f o r  members i n  a m u l t i l a t e r a l  
s e t t i n g .  

He had  some c o n c e r n  w i t h  t h e   s e c t i o n  of the   work   program on SDR 
matters, Mr. d e  Vries c o n t i n u e d .  A m e t h o d   f o r   d e t e r m i n i n g   t h e  SDR v a l u a -  
t i o n  and i n t e r e s t  rates had   been   ag reed ;   wh i l e   t ha t   me thod   migh t   no t   be  
t h e  bes t ,  i t  was n o t   p a r t i c u l a r l y   h e l p f u l   c o n t i n u a l l y   t o   q u e s t i o n  i t .  
I f  t h e  s t a f f  h a d   c o n c r e t e   p r o p o s a l s  t o  p u t   b e f o r e   t h e   E x e c u t i v e   B o a r d ,  
h e  was w i l l i n g   t o   l o o k  a t  them,   bu t   he  was n o t   h a p p y   a b o u t   h o l d i n g  a 
c o n t i n u i n g   d i s c u s s i o n   a b o u t   w h e t h e r  o r  n o t   t h e   v a l u a t i o n  of t h e  SDR 
s h o u l d   b e   c h a n g e d   i n   o n e  way o r   a n o t h e r .  He h a d   t h e  same c o n c e r n   a b o u t  
a d i s c u s s i o n  on c o n d i t i o n a l  SDR a l l o c a t i o n s .   W h i l e   t h e   i d e a s   p u t   f o r w a r d  
by Mr. de   Groote   and  Mr. de   Maulde  were i n t e r e s t i n g ,  i t  w o u l d   b e   b e t t e r  
t o   c o n c l u d e   d i s c u s s i o n s  on a n   o r d i n a r y  SDR a l l o c a t i o n   b e f o r e   e m b a r k i n g  
on new i d e a s  t h a t  m i g h t   d e t r a c t   f r o m   t h e   b a s i c   d e c i s i o n .  

On s y s t e m i c   i s s u e s ,  Mr. d e  Vries s a i d   t h a t   h e   c o u l d   s u p p o r t  
Mr. W i c k s ' s   r e q u e s t   t o   h o l d  t h e  d i s c u s s i o n  on t h e   r e v i e w  of t h e   e x c h a n g e  
ra te  system  somewhat e a r l i e r  t h a n   c u r r e n t l y   s c h e d u l e d ,   p a r t i c u l a r l y   i f  
t h a t   w o u l d   h e l p   t h e  U . K .  a u t h o r i t i e s .  As f o r   t h e   s t u d y  on t h e  impact of 
exchange  r a t e  v a r i a b i l i t y   o n   t r a d e ,   w h i c h   h a d   b e e n   p r e p a r e d  a t  t h e   r e q u e s t  
o f   t h e  GATT, h e   w o u l d   p r e f e r   n o t  t o  t r a n s m i t   t h e   p a p e r   t o g e t h e r   w i t h  a 
summary o f   t h e   s e m i n a r   d i s c u s s i o n   o n   t h e  matter. He saw no need f o r   t h e  
E x e c u t i v e   B o a r d   f o r m a l l y   t o   a p p r o v e   t h e   s t u d y   i n  a d i s c u s s i o n ;  i t  would 
b e   s u f f i c i e n t   t o   a p p r o v e  i t  on a l a p s e  of time b a s i s   f o r   t r a n s m i t t a l   t o  
t h e  GATT a n d   t o   r e s e r v e   t h e   E x e c u t i v e   B o a r d ' s  time f o r  m o r e   p o l i c y - o r i e n t e d  
d i s c u s s i o n s .   S i m i l a r l y ,   h e   h o p e d   t h a t   p a p e r s  on  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  ( I F S )  d a t a   a n d   o n   a n n u a l   m e e t i n g s   a r r a n g e m e n t s   w o u l d   n o t  
r e q u i r e   B o a r d   d i s c u s s i o n .  

- 

Mr. G r o s c h e   r e m a r k e d   t h a t ,   g i v e n   t h e   h e a v y   w o r k l o a d   i n  l a t e  November 
and  December,  i t  m i g h t   b e   u s e f u l   t o   s h o r t e n ,   d e l a y ,   o r   f o r g o   d i s c u s s i o n s  
o n   c e r t a i n  mat ters t h a t  d i d   n o t  a t  . f irst  g l a n c e   a p p e a r   c r u c i a l .   F o r  
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e x a m p l e ,   t h e   p l a n n e d   p a p e r  on t h e  c r i t e r i a  gove rn ing   t he   amoun t   o f  access 
t o  Fund r e s o u r c e s  i n  i n d i v i d u a l  cases was n o t   l i k e l y   t o   a d d  much t o   t h e  
a n a l y s i s   t h a t   h a d   b e e n   p r o v i d e d   i n   t h e   p a p e r  on g e n e r a l   c o n s i d e r a t i o n s  
o f  t h e   p o l i c y  on access   (EBS/83/132,   6 /27/83) .  As t h e   J u n e   2 7   p a p e r   h a d  
b e e n   t h o r o u g h l y   d i s c u s s e d   i n   t h e   E x e c u t i v e  Board, i t  m i g h t   b e   b e t t e r  
s i m p l y   t o   r e f e r  t o  t h e  e a r l i e r  d i s c u s s i o n   i n   c o n n e c t i o n   w i t h   o t h e r   i s s u e s  
r e l a t e d   t o   t h e   e n l a r g e d  access p o l i c y   r a t h e r   t h a n   t o   h o l d  a s e p a r a t e  new 
d i s c u s s i o n  on t h e  matter. F i n a l l y ,   h e   h a d  some  sympathy f o r  Mr. Wicks ' s  
comments on t h e   n e e d   t o   t h i n k   a b o u t   t h e   F u n d ' s   m e d i u w t e r m  ro l e  and 
a b o u t  i t s  c o o p e r a t i o n   w i t h   t h e   W o r l d   B a n k .  

Mr. K a f k a   s a i d   t h a t ,   l i k e  Mr. Grosche ,   he  was n o t   c o n v i n c e d   t h a t  i t  
would be h e l p f u l   t o   d i s c u s s  c r i t e r i a  govern ing   the   amount  of  access i n  
i n d i v i d u a l  cases. He a l s o   s h a r e d  Mr. J a y a w a r d e n a ' s   d o u b t s   a b o u t   t h e  
v a l u e   o f   d i s c u s s i n g  a p a p e r  on t h e   i m p o r t   c o n t e n t   o f   e x p o r t s  f o r  t h e  
p u r p o s e s   o f   t h e   c o m p e n s a t o r y   f i n a n c i n g   f a c i l i t y .  

W i t h   r e g a r d   t o   t h e   s e c t i o n   o f   t h e   w o r k   p r o g r a m   o n   s u r v e i l l a n c e   a n d  
the   wor ld   economic   ou t look ,  Mr. Kafka   r emarked   t ha t   he  was o f   c o u r s e   i n  
f a v o r   o f   s t r e n g t h e n i n g   s u r v e l l l a n c e ;   h o w e v e r ,   h e  was c o n v i n c e d   t h a t   t h a t  
was not   enough.  He w e l c o m e d   t h e   p r o p o s a l   t o   d i s c u s s   e x c h a n g e  r a t e s  and 
t h e   d e b t   p r o b l e m   i n  a medium-term c o n t e x t ,   a l t h o u g h   h e   w o n d e r e d   w h e t h e r  
t h e   w o r l d   e c o n o m i c   o u t l o o k   s h o u l d   b e   d i s c u s s e d  twice a y e a r ,   u n l e s s  
s e n s a t i o n a l   o c c u r r e n c e s   b e t w e e n   s p r i n g   a n d   a u t u m n   w a r r a n t e d  a second 
review.  He a l so   wondered   whe the r  i t  was n e c e s s a r y  on a r o u t i n e   b a s i s  t o  
h o l d   I n t e r i m   a n d   D e v e l o p m e n t   C o m m i t t e e   m e e t i n g s   p r i o r   t o   t h e   A n n u a l  
Mee t ings   o f   t he  Fund  and  the Rank. U n l e s s   t h e r e  was a s p e c i a l   r e a s o n  
f o r   h o l d i n g   f a l l . .   m e e t i n g s  o f  t hose   Commi t t ees ,  i t  would  be easier t o  
b r i n g   M i n i s t e r s   t o   W a s h i n g t o n   f o r  two o r   t h r e e   d a y s  only i n   t h e   s p r i n g  
of  e a c h   y e a r .  

The  heavy  workload  of   the area d e p a r t m e n t s   s u g g e s t e d   a n   e a r l y   r e v i e w  
of t h e  m o b i l i t y   p o l i c y ,   w h i c h  was c r e a t i n g   s e r i o u s   p r o b l e m s   f o r  some 
d e p a r t m e n t s ,  Mr. K a f k a   c o n t i n u e d .  On SDR i s s u e s ,   h e   w o n d e r e d   w h e t h e r  i t  
w o u l d   b e   p o s s i b l e   t o   d i s c u s s   t h e  SDR i n t e r e s t  r a t e  t o g e t h e r   w i t h   o t h s r  
SDR matters on J a n u a r y  20.  Also, h e  was n o t   i n   f a v o r  of d i s c u s s i n g  
c o n d i t i o n a l   a l l o c a t i o n s   o f  SDRs u n l e s s   t h e   b o r r o w i n g   o p e r a t i o n   a n d   q u o t a  
i n c r e a s e   f a i l e d   t o   m a t e r i a l i z e .  

@ n . s y s t e m i c   i s s u e s ,  Mr. K a f k a   s u g g e s t e d   t h a t   t h e   p a p e r  on  m u l t i -  
l a t e r a l  d e b t   r e s t r u c t u r i n g s   m i g h t   b e t t e r   b e   c o n s i d e r e d   a f t e r   d i s c u s s i o n  
o f   t h e  medium-term p r o s p e c t s   o f   i n d e b t e d   c o u n t r i e s   i n   t h e   c o n t e x t   o f   t h e  
world economic   ou t look .  On o t h e r  mat ters ,  he was g r a t e f u l   t o   t h e   M a n a g i n g  
D i r e c t o r   f o r   i n i t i a t i n g  a d i s c u s s i o n  on t h e   e x c h a n g e  r a t e  sys tem,   which  
shou ld   pe rhaps   become   an   ongo ing   ac t iv i ty   o f   t he   Fund .  I n  t h a t   r e g a r d ,  
t h e   d i s c u s s i o n s   m i g h t   b e n e f i t   f r o m   p a p e r s   p r o d u c e d   o u t s i d e   t h e   s t a f f ,  
s i n c e  some e l e m e n t s   o f   t h e   s u b j e c t   c o u l d   b e   c o n s i d e r e d   b y  members  too 
d e l i c a t e   t o   b e   t a k e n   u p  i n  s t a f f   p a p e r s .  
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L i k e   o t h e r s ,   h e   l o o k e d   f o r w a r d   t o   t h e   d i s c u s s i o n  O E  Mr. M e n t r g ' s  
p a p e r  on "The  Fund,  Commercial   Banks,   and Member C o u n t r i e s  ," as  wel l  as 
t h e   s t u d y  of t h e   d i s t i n c t i v e   f e a t u r e s  of small t r o p i c a l   i s l a n d   e c o n o m i e s  
a n d   t h e  paper r e v i e w i n g   e x p e r i e n c e   w i t h   m u l t i p l e   e x c h a n g e  ra tes ,  Mr. Kafka 
commented. Much u n n e c e s s a r y   a n g u i s h  was c r e a t e d  by t h e   F u n d ' s   i n s i s t e n c e  
o n  t h e   e a r l y   r e m o v a l  of m u l t i p l e   e x c h a n g e  r a t e s ,  which were of t e n   l e g i t i -  
m a t e l y   r e p l a c e d  by o t h e r   m e a s u r e s   t h a t   h a d   i d e n t i c a l   e f f e c t s ,  He hoped 
t h e   p a p e r   w o u l d   g i v e   s p e c i a l   a t t e n t i o n   t o   t h e   i n t e r p r e t a t i o n  of t h e  
concep t  of " t e m p o r a r i n e s s "   i n   t h a t   c o n t e x t .   F i n a l l y ,   w i t h   r e g a r d   t o   t h e  
s e c t i o n   o n   a n n u a l   m e e t i n g s   a r r a n g e m e n t s ,   h e  was u n c e r t a i n   t h a t  a p a p e r  
was n e c e s s a r y  a t  t h e   p r e s e n t   s t a g e .  He p r o p o s e d   t h a t   E x e c u t i v e   D i r e c t o r s  
w i th   conce rns   shou ld   communica te   t hem  to   t he   Depu ty   Manag ing   D i rec to r ;  
i f   w a r r a n t e d ,  a p a p e r   c o u l d   t h e n  b e   p r o d u c e d   t h a t   w o u l d   c o v e r   s p e c i f i c  
problems.  A similar a p p r o a c h   m i g h t   b e   e m p l o y e d   w i t h   r e s p e c t   t o   d i f f i c u l -  
t i e s  e x p e r i e n c e d   w i t h   t h e  new t e l ephone   sys t em.  

Mr. H i r a o   s a i d  t h a t  ; he   t oo   cou ld   gene ra l ly   endor se   t he   work   p rog ram 
a n d   w o u l d   t h e r e f o r e  limit h i s   r e m a r k s   t o  a f e w   t o p i c s   t h a t   d e s e r v e d  
s p e c i a l   e m p h a s i s .  F i r s t ,  E x e c u t i v e   D i r e c t o r s   s h o u l d   a l w a y s   b e a r   i n   m i n d  
t h e   p r o s p e c t s   f o r   f i n a n c i n g   t h e   F u n d ' s   o p e r a t i o n s  when r e v i e w i n g  access 
p o l i c y .  In t h a t   r e g a r d ,   h e   l o o k e d   f o r w a r d   t o   t h e   n e x t   r e v i e w   o f   t h e  
F u n d ' s   l i q u i d i t y   p o s i t i o n ,  when p r o s p e c t s   f o r   t h e   F u n d ' s   f i n a n c i n g   f o r  
t h e  year a h e a d   w o u l d   b e   c o n s i d e r e d   i n   l i g h t   o f   p o t e n t i a l   c o m m i t m e n t s .  
Second,  he  welcomed t h e   s p e c i a l   a t t e n t i o n   t h a t   w o u l d   b e   g i v e n  i n  t h e   n e x t  
wor ld   economic   ou t look  exerc ise  t o   t h e   h e a v i l y   i n d e b t e d   d e v e l o p i n g   c o u n -  
t r i e s .  Such a focus   wou ld   p rov ide   an   impor t an t   med ium- te rm  pe r spec t iv s  
t o   t h e   d i s c u s s i o n  of t he   p rob lems  of e x t e r - n a l   d e b t   s e r v i c i n g   i n  a broad  
c o n t e x t .   T h i r d ,  i t  w o u l d   b e   u s e f u l   f o r  t h e  Fund t o  p a r t i c i p a t e  i n   t h e  
s t u d y   o f   t h e   p r e s e n t .   s y s t e m  of i n t e r n a t i o n a l   e x c h a n g e   a r r a n g e m e n t s ,   a n d  
h e   h o p e d   t h a t   t h e   s t a f f  paper o n   t h a t  matter w o u l d   i d e n t i f y   i s s u e s ,  
r e v i e w   t h e   s t r e n g t h s   a n d   w e a k n e s s e s  of c u r r e n t   e x c h a n g e   a r r a n g e m e n t s ,   a n d  
e x a m i n e   t h e   a d v a n t a g e s   a n d   d i s a d v a n t a g e s   o f   v a r i o u s   r e f o r m   p r o p o s a l s .  H e  
w o u l d   b e   w i l l i n g   t o   h o l d  a d i s c u s s i o n  on t h e  paper i n   J a n u a r y   i f   t h a t  
w o u l d   b e   h e l p f u l   t o  Mr. W i c k s ' s   a u t h o r i t i e s .   F i n a l l y ,   h e   w o u l d   f i n d  i t  
u s e f u l  if the e x p e r i e n c e  w i t h  the  1983 Annual   Meet ings   a r rangements   could  
be   rev iewed  wi th  an e y e   t o   i m p r o v i n g   a r r a n g e m n n t s  f o r  t h e  1984 Mee t ings .  

Mr. L o v a t o ,   s t a t i n g   t h a t  he t o o  c o u l d  suppor t   t he   work   p rog ram,  
a g r e e d   t h a t  l i t t l e  cou ld   be   done   un t i l   t he   end   o f  November on i s s u e s  
r e l a t i n g   t o   t h e   F u n d ' s   l i q u i d i t y .  He h c p e d   t h a t   g r e a t e r   e m p h a s i s   c o u l d  
b e   g i v e n   t o   e x c h a n g e   r a t e   p o l i c i e s   i n  a l l  d i s c u s s i o n s   c o n c e r n i n g   s u r v e i l -  
l a n c e   a n d   t h a t   t h e   w o r l d   e c o r l o m i c   o u t l o o k   d i s c u s s i o n s   w o u l d   f o c u s   m o r e  
s h a r p l y  on  the  n e e d   t o   r e d u c e   p r o t e c t i o n i s m .  On SDR matters ,  h e   c o u l d  
s u p p o r t   t h e   i n i t i a t i v e s   a i m e d  a t  p r o m o t i n g   t h e   a t t r a c t i v e n e s s   a n d   u s e  of  
t h e  SDR and   he   cou ld   go   a long  w i t h  t h e   p a p e r   o n   c o n d i t i o n a l  SDR a l l o c a -  
t i o n s ,   b u t   o n l y  a s  a way o f   k e e p i n g   a l i v e   i n t e r e s t   i n  t h e  asset .  It was 
h i s   i m p r e s s i o n   t h a t  a c o n d i t i o n a l  SDR a l l o c a t i o n   w o u l d   r e p r e s e n t   o n l y  a 
l i n e  of c r e d i t   a n d   w o u l d   t h u s   b e  a s t e p  backward  from t h e  g o a l s   o r i g i n a l . 1 ~  
se t  f o r   t h e  SDR. 



Mr. S u r a i s r y   r e m a r k e d   t h a t ,   l i k e   o t h e r s ,  he c o u l d   s u p p o r t   d i s c u s s i o n  
o f  Mr. Meut rg ' s  p a p e r  e n t i t l e d  "The  Fund,  Commercial  Banks,  and Member 
C o u n t r i e s "  a s  well  a s  t h e   s t a f f   p a p e r ,  "The  Exchange Rate Sys tem:   Lessons  
of t h e   P a s t  iInd O p t i o n s   f o r   t h e   F u t u r e  ," whicl.' c o u l d   u s e f u l l y   b e   c i r c u -  
l a t e d   f o r   d i s c u s s i o n  e a r l i e r  a l o n g   t h e   l i n e s   o f  Mr. Wicks's s u g g e s t i o n .  
On o t h e r  mat te rs ,  i t  w o u l d   b e   h e l p E u l   i f   t h e   E x e c u t i v e   B o a r d  was g i v e n  an 
o p p o r t u n i t y   t o   r e v i e w   t h e   e x p e r i e n c e   o f  the 1983 Annual   Meet ings.   Even 
if u . ; e c u t i v e   D i r e c t o r s   f e l t   t h e r e  was no n e e d   f o r  a p a p e r   o n   t h e   s u b j e c t ,  
t h e r e   s h o u l d   p e r h a p s   b e   a n   i n f o r m a l   m e e t i n g   o f   D i r e c t o r s   t o   d i s c u s s   t h e  
i s s u e s .   F i n a l l y ,  h e  w o u l d   b e   i n t e r e s t e d   i n   t h e   s t a f f ' s   a n s w e r   t o  
Mr. W i c k s ' s   q u e s t i o n  on the   work   program of  t h e  area d e p a r t m e n t s .  

Mr. M o r r e l l   w e l c o m e d   t h e   i n t e n t i o n   t o   g i v e   s p e c i a l   e m p h a s i s   t o   t h e  
h e a v i l y   i n d e b t e d   d e v e l o p i n g   c o u n t r i e s   i n   t h e   c o n t e x t  of t h e   w o r l d   e c o n o m i c  
o u t l o o k   d i s c u s s i o n s .   S i m i l a r l y ,   h e  was h a p p y   t o   h e a r   t h a t  g rea te r  a t ten-  
t i o n  would be p a i d   t o   s y s t e m i c   i s s u e s ,   a n d   h e   l o o k e d   f o r w a r d   i n   p a r t i c u l a r  
t o   t h e   p a p e r   o n   t h e   e x c h a n g e  ra te  sys tem.  

He was p l e a s e d   t h a t  a paper   on  small  t r o p i c a l   i s l a n d   e c o n o m i e s  was 
s c h e d u l e d   f o r   d i s c u s s i o n ,  Mr. M o r r e l l   c o n t i n u e d .   H o w e - v e r ,   n o t i n g   t h a t  
t h e  pape r   had   no t  y e t  b e e n   i s s u e d   a n d   t h a t   t h e   r e l e v a n t   c o u n t r i e s   s h o u l d  
h e  g i v e n   a n   o p p o r t u n i t y   f u l l y   t o   r e v i e w   t h e  t e x t ,  h e   w o n d e r e d   w h e t h e r   t h e  
d i s c u s s i o n   m i g h t   n o t   b e   p o s t p o n e d   t o   g i v e   c o u n t : . i e s  a t  l e a s t  two  months 
t o  comment. F i n a l l y ,   w h i l e  i t  m i g h t   b e   u s e f u l   t o   c o n s i d e r   e x p e r i e n c e  
w i t h   t h e  1.983 Annual   Meet ings ,  h e  was u n c e r t a i n   w h e t h e r  a Board  paper  on 
t h e   s u b j e c t  was n e c e s s a r y .   P e r h a p s   t h e  matter c o u l d  be d i s c u s s e d   i n  
commit tee  . 

Mr. Sangare  commented t h a t ,   l i k e   o t h e r s ,   h e  was i n  b road   ag reemen t  
wi th   the   p roposed   work   program.  He c o u l d   s u p p o r t   t h e   i d e a  of a v o i d i n g  
i n d i v i d u a l   d e c i s i o n s  a t  t h e   c o n c l u s i o n  of e a c h   s e s s i o n  on t h e   i n t e r r e l a t e d  
i s s u e s  on access t o  be   d i scussed   be tween  November 28 and  December 5.  On 
the s u b j e c t  of SDRs,  h e   l o o k e d   f o r w a r d   t o   t h e   t e c h n i c a l  matters s c h e d u l e d  
f o r   d i s c u s s i o n  on O c t o b e r  31, and he welcomed  the   p roposed  sta.Ef p a p e r  on 
C o n s i d e r a t i o n s   p e r t a i n i n g   t o  t h e  a l l o c a t i o n  of SDRs. H o w e v e r ,   n o   u s e f u l  
pu rpose   wou ld   be   s e rved   by   any   pape r   on   cond i t iona l  SDR a l l o c a t i o n s ,  a 
c o n c e p t   w h i c h   s e e m e d   i n c o n s i s t e n t  w i t h  t h e   p u r p o s e s  f o r  w h i c h   t h e  a s s e t  
had been  c r e a t e d .  

On s y s t e m i c  issues,  Mr. S a n g a r e   w e l c o m e d   t h e   s t a f f   s t u d y ,   " T h e  
Exchange Rate System: Lessons  o f   t h e   P a s t   a n d   O p t i o n s   f o r   t h e   F u t u r e , "  
i n  which i t  was i n t e n d e d   t o   r e v i e w   t h e   s t r e n g t h s  and weaknesses  of c u r r e n t  
exchange   a r r angemen t s  and to   examine  a number o f  r e f o r m   p r o p o s a l s .  He 
a l s o   l o o k e d   f o r w a r d   t o   t h e   p r o p o s e d  p a p e r ,  "Linkages   Between  Trade ,  
Indeb tedness ,   and   Deve lopmen t . "   .F ina l ly ,   he  was i n   f a v o r   o f  a r e v i e w  o f  
e x p e r i e n c e  w i t h  t h e   1 9 8 3   A n n u a l   M e e t i n g s   a r r a n g e m e n t s .   I n   f u t u r e ,  i t  
m i g h t   b e   b e t t e r   i f  a l l  a n c i l l a r y   a n d   g r o u p   m e e t i n g s  were h e l d   i n  t h e  
F u n d ' s   m e e t i n g   r o o m s   b e f o r e   p a r t i c i p a n t s  moved t o  t he   She ra ton -Wash ing ton  
H o t e l   f o r   t h e   J o i n t   A n n u a l   M e e t i n g s .   F o r  1983, h i s   c o n s t i t u e n c y   m e e t i n g  



- 22 - 

a n d   t h e   m e e t i n g   o f   t h e   A f r i c a n   C a u c u s   h a d   b e e n   h e l d  a t  t h e   S h e r a t o n -  
W a s h i n g t o n   H o t e l ;   h e   h a d   t h e n   b e e n   r e q u i r e d   t o   r e t u r n   t o   t h e   F u n d   f o r  
t h e   I n t e r i m   a n d   D e v e l o p m e n t   C o m m i t t e e   m e e t i n g s   b e f o r e   g o i n g   b a c k   t o   t h e  
h o t e l   f o r   t h e   r e m a i n d e r  of the   week .  

Mr. K a b b a j   i n d i c a t e d   t h a t   h e   t o o  was i n  b r o a d   a g r e e m e n t   w i t h   t h e  
w o r k   p r o g r a m ,   t h e , v a l i d i t y   o f  much of which was r e l a t e d   t o   t h e   r e s o l u t i o n  
o f   t h e   l i q u i d i t y   a n d   f i n a n c i n g   p r o b l e m s   f a c i n g   t h e   F u n d .   I n   t h a t   r e g a r d ,  
h e   t o o k   n o t e   o f   t h e   p o s s i b i l i t y  of a r e v i s i o n   o f   t h e   w o r k   p r o g r a m ,   i f  
w a r r a n t e d .  

On g e n e r a l  matters, h e   c o u l d   a s s o c i a t e   h i m s e l f   w i t h   t h e   o b s e r v a t i o n s  
o f  Mr. J a y a w a r d e n a ,   a l t h o u g h   h e   d i d   w i s h   t o   p o i n t   o u t   t h e   n e c e s s i t y   f o r  a 
m o r e   r e g u l a r   s c h e d u l i n g  of p o l i c y   i s s u e s .  He c o u l d   n o t   s u p p o r t  Mr. K a f k a ' s  
s u g g e s t i o n   t o  l i m i t  t h e   w o r l d   e c o n o m i c   d u t l o o k   d i s c u s s i o n s   t o   o n e   p e r  
y e a r .   T h e   p a p e r s   o n   t h e   w o r l d   e c o n o m i c   o u t l o o k  were most h e l p f u l   t o   t h e  
members of h i s   c o n s t i t u e n c y ;   a n d ,   i n   t h a t   r e g a r d ,   h e   w o u l d   p r e f e r   t o  see 
t h e m   i s s u e d   s u f f i c i e n t l y   i n   a d v a n c e   o f   t h e   d i s c u s s i o n   t o   e n a b l e   h i s  
a u t h o r i t i e s   t o   r e f l e c t   o n   t h e m .  

With r e g a r d   t o   t h e   i n t e r r e l a t e d   p a p e r s   o n  access t o  Fund r e s o u r c e s ,  
Mr. K a b b a j   h o p e d   t h a t   t h e  number  of   meet ings  could  be  reduced.  On SDR 
matters, h e  welcomed t h e   d i s c u s s i o n  of t h e   p a p e r   e n t i t l e d   " C o n s i d e r a t i o n s  
P e r t a i n i n g   t o   t h e   A l l o c a t i o n  of SDRS" s c h e d u l e d   f o r   B o a r d   d i s c u s s i o n   o n  
J a n u a r y  25, 1984. L i k e  Mr. de Vries, h e   f e l t   t h a t   t h e   B o a r d   s h o u l d  
c o n c e n t r a t e   o n   t h e   b a s i c   i s s u e  of a l l o c a t i o n s ,   a n d   h e  was t h e r e f o r e  
o p p o s e d   t o   t h e   p r e p a r a t i o n   a n d   d i s c u s s i o n  of a p a p e r   o n   c o n d i t i o n a l  SDR 
a l l o c a t i o n s .  

C o m m e n t i n g   o n   t h e   s e c t i o n   o n   s y s t e m i c   i s s u e s ,  Mr. K a b b a j   s a i d   t h a t  
h e   l o o k e d   f o r w a r d   t o   d i s c u s s i o n s   o f   t h e   p a p e r s   p r o p o s e d ,   p a r t i c u l a r l y  
Mr. Ment rG 's   pape ' r   en t i t l ed   "The   Fund,   Commerc ia l   Banks ,   and  Member 
C o u n t r i e s . "   F i n a l l y ,   h e   a l s o   w e l c o m e d   t h e   s c h e d u l i n g   o f  a d i s c u s s i o n   o n  
small t r o p i c a l   i s l a n d   e c o n o m i e s .  

I?r. A l f i d j a   o b s e r v e d ,  f i r s r ,  t h a t   h e   t o o  was i n t e r e s t e d   i n   t h e  
answer  t o  Mr. W i c k s ' s   q u e s t i o n   o n   t h e   w o r k   p r o g r a m  of t h e  area d e p a r t m e n t s .  
S e c o n d ,   w i t h   r e g a r d   t o   t h e  p a p e r  on small t r o p i c a l   i s l a n d   e c o n o m i e s ,   h e  
had   some  concern   about   the  use o f   t h e   w o r d   " t r o p i c a l "   t o   d e f i n e   t h e  
e c o n o m i e s   f o c u s e d   u p o n   i n   t h e   s t u d y ;   t h e r e  were a number  of small i s l a n d s  
i n   h i s   c o n s t i t u e n c y   t h a t   m i g h t   n o t   b e   c o n s i d e r e d   t r o p i c a l ,   a n d   h e   w a n t e d  
s o m e   a s s u r a n c e  t h a t  t h e y   w o u l d   n o n e t h e l e s s   b e   i n c l u d e d   i n   t h e   p a p e r .  
A l so ,  h e   c o u l d   s u p p o r t  Mr. M o r r e l l ' s   p r o p o s a l   t o   a l l o w   f o r   a d d i t i o n a l  
time b e f o r e   t h e   d i s c u s s i o n   s o   t h a t   t h e   c o u n t r i e s   c o n c e r n e d   c o u l d   p r o p e r l y  
s t u d y   t h e   d o c u m e n t .  

U n d e r   t h e   s e c t i o n   o n   t h e   u s e  of  Fund r e s o u r c e s ,  Mr. A l f i d j a   c o n t i n u e d ,  
h e  h a d  been   impressed  by t h e  c o n c e n t r a t i o n  of p a p e r s   t o   b e   d i s c u s s e d  
between  November 2 8  and  December 5. A s  he   unde r s tood  i t ,  none  of t h e  
papers h a d   y e t   b e e n   c i r c u l a t e d ,   a n d   h e   w o n d e r e d   w h e t h e r   t h e   d i s c u s s i o n s  
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might  be  delayed to give some of  the  members  of  his constituency an 
opportunity  carefully  to review them. He agreed  with others that  indi- 
vidual  decisions  should  not be  taken  at  the conclusion of discussions on 
each  of  the  papers and, if  the currently  scheduled dates were maintained, 
he would  suggest  holding only preliminary discussions on  the  issues. 
Finally, while he was uncertain what was involved in conditional SDR 
allocations, he could  support  the  preparation  and discussion of a paper 
exploring  various ways of giving  additional help to member countries in 
need. 

Mr. Erb, indicating that: he too  could go along  with  the  proposed work 
program,  hoped  that  the paper, "Issues in  the  Assessment  of Exchange 
Rates of Industrial Countries in the  Context  of Their Economic Policies" 
would  include  policies affecting trade  and capital flows. He had  no 
difficulty with the  proposals in the section on SDR matters and  agreed 
with Mr. Wicks and others that  the  proposed  paper  on  the exchange rate 
system  could  usefully be moved  forward. Finally, he  looked  forward to 
the  paper on the coverage and currentness of data  published in IFS; a 
decision  could be  taken  later  about  whether  the  matter  needed to be 
discussed  in  the Executive Board.. 

- 

Mr. Zhang remarked that, in general, he also could  support  the 
proposed work program.  With  regard to the section on SDR matters, he was 
uncertain  whether it was appropriate to  begin discussions on conditional 
SDR allocations  at present. He agreed with those  who  felt  that  the study 
requested by the GATT should be  transmitted  to  the GATT without  Board 
discussion. Finally, he asked  the  staff to produce a very  brief  paper 
covering  exchange  rate  policies  of  developing  count,ries in the context 
of Fund  programs. 

Mr. Leonard  said  that he was  satisfied with the work program  and 
the  emphasis  that had been given to particular  items within it. 'In his 
view, the  issue of the  Fund's  liquidity  and  financing needs would be of  
the  highest  priority  in  the  next few months and, if  the  institution's 
liquidity  position were to weaken  beyond  present  prospects,  it  would be 
necessary  for  the Executive.Board to give the  matter  its full and  imme- 
diate  attention. 

Noting  that  the schedule called  for a November 28 discussion of 
access limits  under  the special facilities, with a discussion on the 
enlarged access policy to be held a week later, Mr. Leonard  wondered 
whether  it  might  not be preferable to reverse the order of those  two 
items in order to take the wider  issue  first. He welcomed  the  proposed 
discussion on the simplification of  the administration of  the  enlarged 
access policy, a matter  that  had  been  in  need  of review for some time. 
With regard to SDR matters, he agreed with those  who  felt  that a paper 
on the option of conditional SDR allocations would be useful at some 
stage, but he was not  entirely  convinced  that it was necessary to hold a 
discussion on that option during  the  period  covered by the  proposed work 
program. It might be better t o  defer  the  matter until April  or  May 1984. 
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L i k e   o t h e r s ,  Mr. Leonard   con t inued ,   he   had  a s p e c i a l   i n t e r e s t   i n   t h e  
s t u d y   o n  small t r o p i c a l   i s l a n d   e c o n o m i e s .   N e v e r t h e l e s s ,   h e   t o o k  
Mr. M o r r e l l ' s   p o i n t   t h a t  i t  w o u l d   b e   u s e f u l   t o   e n s u r e   t h a t   t h e   c o u n t r i e s  
c o n c e r n e d   h a d   s u f f i c i e n t  time t o  comment on t h e   p a p e r ,   a n d   h e   c o u l d   a g r e e  
t o   p o s t p o n e   d i s c u s s i o n  on t . \ e  i s s u e   f o r   t h a t   p u r p o s e .  As f o r   t h e   p a p e r  
o n   t h e   c o v e r a g e   a n d   c u r r e n t n e s s  of I F S   d a t a ,   u n l e s s '   t h e r e  were s p e c i f i c  
p o l i c y   i s s u e s   t o   b e   d i s c u s s e d ,   h i s   p r e f e r e n c e  was t o   a v o i d   a n   E x e c u t i v e  
B o a r d   d i s c u s s i o n   a n d   t o   a d d r e s s   t h e   i s s u e s   b i l a t e r a l l y   w i t h   t h e   B u r e a u   o f  
S t a t i s t i c s .   I n   t h a t   r e g a r d ,   h i s   a u t h o r i t i e s   h a d   r e c e n t l y   b e e n   c o n c e r n e d  
a b o u t   t h . e   t i m e l i n e s s  of d a t a   i n   I F S ,   a l t h o u g h   t h e y   r e c o g n i z e d   t h a t   t h e  
B u r e a u  of S t a t i s t i c s   h a d  l i t t l e  c o n t r o l   o v e r   t h a t   p r o b l e m .  

- 

- 

On o t h e r  matters, h i s   a u t h o r i t i e s   l o o k e d   f o r w a r d   t o   t h e   p a p e r  
r e v i e w i n g   t h e  r a t e  of t h e   r e m u n e r a t i o n ,  Mr. Leonard   sa id .   They   hoped  
t h a t  t h e  s t a f f   w o u l d   i n c l u d e   i n   t h e   p a p e r  a p r o p o s a l   t o  ra i se  t h e  ra te  of 
r e m u n e r a t i o n   t o  100 p e r c e n t  o f  t h e   i n t e r e s t  ra te  on t h e  SDR. F i n a l l y ,  
a r e v i e w   o f   t h e   f u t u r e  ro le  of t h e  F u n d   w o u l d   b e   p a r t i c u l a r l y   u s e f u l  a t  
t h e   p r e s e n t   s t a g e .  

Mr. Coene s t a t e d   t h a t  h e  was i n   b r o a d   a g r e e m e n t  w i t h  t h e   p r o p o s e d  
w o r k   p r o g r a m   a n d   c o u l d   i n   p a r t i c u l a r   e n d o r s e   t h e   e m p h a s i s  on s u b s t a n c e  
r a t h e r   t h a n   p r o c e d u r e   i n   r e v i e w s  of s u r v e i l l a n c e   a c t i v i t i e s .  He c o u l d  
a l s o   s u p p o r t  Mr. W i c k s ' s   s u g g e s t i o n   t o   l o o k  a t  t h e  medium-term  use   o f   the  
F u n d ' s   r e s o u r c e s   i n   t h e   f r a m e w o r k  o f  c o o p e r a t i o n   b e t w e e n   t h e  Fun:! a n d   t h e  
World  Bank. F i n a l l y ,  i t  m i g h t   b e   u s e f u l   t o   t a k e  a c l o s e   l o o k  a t  t h e  
p o s s i b i l i t y   o f   c o n d i t i o n a l  SDR a l l o c a t i o n s  as a way o f   b r e a k i n g   t h e  
a p p a r e n t   d e a d l o c k   o n  more r e g u l a r   a l l o c a t i o n s  of t h a t  a s s e t .  

Mr. S e n i o r  commented t h a t  he was i n   g e n e r a l   a g r e e m e n t   w i t h   t h e  
proposed   work   program  and   tha t   he   could   suppor t  Mr. Kafka 's   comments  on 
t h e  need t o   a n a l y z e   s t a f f   m o b i l i t y .  

T h e   C h a i r m a n ,   s u m m i n g   u p   t h e   d i s c u s s i o n   t h u s   f a r ,   o b s e r v e d   t h a t  a l l  
D i r e c t o r s   h a d   i n d i c a t e d  t h e i r  a g r e e m e n t   w i t h   t h e   m a i n   t h r u s t   o f   t h e   w o r k  
p r o g r a m .   W i t h   r e g a r d   t o   s u g g e s t i o n s   f o r   c h a n g e ,  an e f f o r t   w o u l d  be  made 
t o  meet t h e   c o n c e r n   o f  Mr. Wicks   and   o thers  by b r i n g i n g   f o r w a r d   t o   J a n u a r y  
the   pape r ,   "The   Exchange  Rate System:  Lessons  of   the Past  and   Opt ions  
f o r  t h e   F u t u r e , "   a l t h o u g h   t h e   n e c e s s a r y   r e o r d e r i n g  of p r i o r i t i e s   t o  
f u l f i l l   t h a t   r e q u e s t   m i g h t   h a v e   c o n s e q u e n c e s   f o r  t h e  s c h e d u l e d   c i r c u l a -  
c i o n  of o t h e r   p a p e r s .  

A s  f o r   t h e   s t u d y   o n  small t r o p i c a l   i s l a n d   e c o n o m i e s ,   t h e   C h a i r m a n  
c o n t i n u e d ,  more time b e t w e e n   t h e   c i r c u l a t i o n   o f   t h e   p a p e r   a n d  i t s  d i s c u s -  
s i o n  i n   t h e  ' B o a r d   w o u l d   b e   p r o v i d e d   t o   e n s u r e   t h a t   i n t e r e s t e d   c o u n t r i e s  
h a d   a n   o p p o r t u n i t y   t o   r e v i e w   t h e   p a p e r   i n   d e t a i l .  

S e v e r a l   s u g g e s t i o n s  had b e e n  put   forward  w i t h  respect t o  t h e  t h ree  
i n t e r l i n k e d   p a p e r s   a n d   m e e t i n g s   r e l a t i n g  t o  access t o  t h e  F u n d ' s   r e s o u r c e s ,  
the Chairman r e c a l l e d .  Mr. Grosche ,  f o r  example,   had  wondered  whether  a 
new p a p e r   a d d r e s s i n g   t h e   c r i t e r i a   g o v e r n i n g   t h e   a m o u n t   o f  access i n  
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i n d i v i d u a l  cases was n e c e s s a r y ,   s i n c e   t h a t  matter h a d   a l r e a d y   b e e n   f u l l y  
e x p l o r e d   i n   a n  ea r l i e r  p a p e r .  Mr. Leonard   had   a sked   whe the r  a d i f f e r e n t  
o r d e r   o f   d i s c u s s i o n   m i g h t   n o t   b e   p r e f e r a b l e   t o   t h e   o n e   p r o p o s e d ,   a n d  
Mr. d e   M a u l d e   a n d   o t h e r s   h a d   e x p r e s s e d   s u p p o r t   f o r  a s i n g l e  s e t  o f   d e c i -  
s i o n s   o n c e   e a c h  of t h e   i n t e r r e l a t e d   d i s c u s s i o n s   h a d   b e e n   c o n c l u d e d .  

T h e   D e p u t y   D i r e c t o r   o f   t h e   E x c h a n g e   a n d   T r a d e   R e l a t i o n s   D e p a r t m e n t  
o b s e r v e d   t h a t   t h e   p a p e r   o n   t h e  c r i t e r i a  gove rn ing   t he   amoun t  of access 
i n   i n d i v i d u a l  cases, t o g e t h e r   w i . t h   t h e   p a p e r  on new g u i d e l i n e s  on q u o t a  
limits f o r   e n l a r g e d  access, c o c l d   c e r t a i n l y   b e   d i s c u s s e d  on t h e  same day  
i f   t h e   B o a r d  s o  d e s i r e d .  A s  Mr. G r o s c h e   h a d   s u g g e s t e d ,   t h e  c r i t e r i a  
g o v e r n i n g  access h a d   a l r e a d y   b e e n   e x p l o r e d  a t  l e n g t h   i n   a n  ea r l i e r  p a p e r ;  
t h e   i n t e n t i o n  was t o  p r o d u c e  a s u c c i n c t  new p a p e r ,   h i g h l i g h t i n g  some o f  
t h e  e l e m e n t s  e a r l i e r  d i s c u s s e d   a n d   i n c l u d i n g  a s e c t i o n  on t h e   l i q u i d i t y  
i m p l i c a t i o n s   f o r   1 9 8 4 .   T h e   p a p e r  on g u i d e l i n e s  on q u o t a  limits f o r  
e n l a r g e d  access would  be  of a l e g a l   n a t u r e   a n d   w o u l d   b e   d e r i v e d   i n   p a r t  
f r o m   t h e   m o r e   g e n e r a l   d i s c u s s i o n  on c r i t e r i a .  

Fo l lowing  a f u r t h e r   b r i e f   d i s c u s s i o n ,  i t  was a g r e e d   t h a t   t h e   p a p e r s  
i n   q u e s t i o n , w o u l d   b e   d i s c u s s e d  on t h e   d a t e s   o r i g i n a l l y   s c h e d u l e d   a n d   t h a t  
t h e y   w o u l d   b e   c i r c u l a t e d   s u f f i c i e n t l y   i n   a d v a n c e   o f   t h e   B o a r d   d i s c u s s i o n  
t o   a l l o w   a m p l e  time f o r   t h e i r  review. 

T h e   T r e a s u r e r ,   r e s p o n d i n g  t o  a q u e s t i o n   . b y  Mr. Wicks on t h e   r e l a t i o n -  
s h i p   b e t w e e n   t h e   s t a f f ' s   p r o j e c t i o n s   f o r   t h e   F u n d ' s   l i q u i d i t y   a n d   t h e  
r e l a t i v e l y  low  number  of new  program;: e n v i s a g e d   i n   t h e   w o r k   p r o g r a m  of 
t h e   a r e a   d e p a r t m e n t s ,   s a i d   t h a t   t h e   i n d i c a t i o n   t h a t  1 7  new p rograms   migh t  
come t o   t h e   B o a r d   i n   t h e   p e r i o d  up t o  March  1984 was o n l y   t e n t a t i v e   a n d  
t h a t   t h e  l i s t  i n   A t t a c h m e n t  I1 of   the   work   program was by no means  exclu-  
s i v e .  A m o r e   i n f o r m a t i v e   p r o j e c t i o n  was t h a t ,   t h r o u g h   t h e  summer o f  
1984--or  even  later--20-24 new a r r a n g e m e n t s   m i g h t   b e   b r o u g h t   t o   t h e   B o a r d  
on p r e s e n t   a s s u m p t i o n s .  

I n  i t s  a n a l y s i s   o f   t h e   F u n d ' s   l i q u i d i t y   p o s i t i o n ,   t h e   s t a f f  was 
e s t i m a t i n g   t h a t ,   t h r o u g h   M a r c h / A p r i l   1 9 8 4 ,   t h e  Fund  could   have  new n e t  
commitments   of   about  SDR 4.5-5 b i l l i o n ,   b a s e d  on p r e s e n t   q u o t a s   a n d  
e x i s t i n g   g u i d e l i n e s   f o r  access, t h e   T r e a s u r e r   c o n t i n u e d .  Of c o u r s e ,  
t h o s e   f i g u r e s  t o o  might   change  a s  a r e s u l t   o f  t h e  q u o t a   i n c r e a s e   a n d  new 
g u i d e l i n e s  on access. S t i l l ,   e v e n  on t h e   a s s u m p t i o n   t h a t   1 7  new a r r a n g e -  
ments  were n e g o t i a t e d   i n v o l v i n g   c o m m i t m e n t s   o f  SDR 4.5-5 b i l l i o n ,  t h e  
i n f e r e n c e   s h o u l d   n o t   b e   d r a w n   t h a t   t h e   a m o u n t s   i n   i n d i v i d u a l  cases would 
by any  means  be  enormous.  Much depended  upon  the size o f   t h e   q u o t a s   o f  
t h e   c o u n t r i e s   i n v o l v e d   i n   t h e  new a r r a n g e m e n t s   a n d  on w h e t h e r   t h e   a r r a n g e -  
ments were f o r   o n e ,   t w o ,   o r   t h r e e   y e a r s .   F o r  example, two o r   t h r e e  
l a r g e r  members   coming   fo rward   w i th   r eques t s   fo r  new a r rangemen t s   beyond  
o n e   y e a r   c o u l d   r e a d i l y   a c c o u n t   f o r   h a l f   t h e   t o t a l   p r o j e c t e d   c o m m i t m e n t ;  
f o r   t h e   o t h e r   h a l f ,   t h e   a v e r a g e   a m o u n t   o f   c o m m i t m e n t   f o r   t h e   r e m a i n j . n g  
1 4  o r  1 5   c o u n t r i e s   w o u l d  be v e r y  small. 
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The Chairman, continuing his sumary remarks, observed  that all 
speakers were in agreement that  a meeting on considerations pertaining 
to  the allocation of SDRs should  be  held on January 25, 1984. It was 
clear  that  the Interim Committee had  placed  a great deal of emphasis on 
a  study of the  possibility of allocations in the light of global liquidity 
considerations and  other  criteria. In the circumstances, it  would prob- 
ably be preferable to limit the January 25 discussion t o  that  matter. 
Consideration of other ideas--including  the  possibility of conditional 
S D R  allocations--should  perhaps  be  postponed until a later stage. 

With regard to the more technical issues referred to in the section 
of the work program on S D R  matters, the Chairman said  that he had  noted 
with some sympathy the observation by Mr. de Vries that, unless specific 
improvements were being made, it  might  be counterproductive for the image 
of the SDR if  the asset was continually subject to review for possible 
technical  improvements. 

The Treasurer indicated that, in his view, it  would  be desirable if 
Executive Directors could  take  a decision on the paper  entitled  "Simplifi- 
cation of Operations in S D R s "  (SM/83/187), which had  been  circulated some 
time ago. The other paper, the "Establishment of Special Procedures for 
Operations to Set Aside SDRs to Secure the Performance o f  Obligations" 
(SM/83/188) was far less urgent, although it could  be  dealt with at the 
same time. Two further papers investigating the  possibilities for enhanc- 
i n g  the role of the SDR as a  medium  of exchange were in preparation on the 
basis of a request by Executive Directors made some 18 months previously 
for a consistent exploration of all the ways in which SDRs could be 
improved. The papers  would  thus represent efforts to improve the reserve 
asset characteristics of the SDR and  make it a more valuable  asset. In 
his view, there was at present no urgent operational need  to discuss 
those papers. However, the  staff  had  been operating on the assumption 
that  the Executive Board  would  wish t o  look at new ideas, in advance of 
any immediate need for them, as part  of an evolutionary policymaking 
approach. He was not wedded to any particular approach for generating 
papers, although he  would be grateful if the Executive Board  could take 
decisions on the  papers currently scheduled for discussion on October 3 1  
and  could agree to review the paper, "Possible Wider Scope for Fund Trans- 
actions in SDRs" if it contained  a  specific  proposal. 

The Chairman commented  that  the  two  papers  already  circulated  would 
be brought to the  Board for discussion as scheduled.  One  paper  that  had 
attracted the attention of Mr. de Vries and  others--a study on the manner 
in which the  basket of  the SDR interest rate and its level were determined" 
was tentatively scheduled for discussion on December 9. He wondered 
whether any specific proposals were included in that  paper  and  whether 
its discussion was particularly urgent. 

The Treasurer responded that some members of the Executive Board 
had requested  that  the issue of  the level of  the SDR interest rate should 
be brought  to  the  Board for discussion, apparently to clarify whether or 
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not  the  present level  was appropriate. The determination of the appro- 
priateness of the level  of the SDR interest rate  was an important element 
in any decision on  whether or not to raise the rate  of remuneration. He 
assumed that Directors requesting the  paper  had felt that greater certainty 
on the appropriateness of the S3R interest rate would provide a firm 
foundation on which to discuss the rate of remuneration. It should 
perhaps be.  noted that the staff felt that, all things considered, no 
change needed  to  be made  in the SDR interest rate  at the present time. 

Mr. de Vries remarked that the troubling element in the proposed 
paper was the use of the  word "basket," and he was worried that the whole 
issue o f  the five-currency basket might be  reopened. 

The Treasurer observed that there was no intention to reopen the 
issue of the five-currency basket for determining the SDR interest rate. 
However, some  Directors had  felt  that  the instruments used  to derive the 
combined interest rate were not necessarily the right ones. At present, 
the SDR interest rate was based on domestic government interest rates, 
and there were those who felt that  the use af  those instruments might 
have underplayed the role of Euromarket interest rates in the reserve 
investments of central banks, thus making the SDR less competitive in 
their view than it might have been. While that argument might have some 
bearing, the staff would not recommend a change in the existing instru- 
men ts 

In response to a question by  Mr. Erb, the Treasurer commented that, 
of the  two papers envisaged for Board consideration on January 20, 1984, 
one would examine the question of whethcr the Article in the Fund Agree- 
ment allowing the Fund to decide to  buy  and sell  SDRs against members' 
currencies could be used to improve the role of the SDR in transactions 
among official parties. Certain holders of SDRs found it difficult to 
buy or hold  the asset, mainly because there was no ready market for SDRs 
if those institutions needed to sell them. They could not, for  example, 
go through  the designation plan. However, it might be possible, under 
precisely defined circumstances, for the Fund to  buy some SDRs from 
those other holders and, in that way, act at least as a partial clearing 
facility for official SDR transactions. The second paper, for  which he 
felt no great urgency and which had been proposed for Board discussion 
at the request of an Executive  Director,  was related to the question of 
whether the private use of SDRs should be promoted. 

Mr. Erb  and Mr. de Maulde expressed a desire to have the two papers 
in question distributed but they saw no need to schedule them f o r  early 
discussion. 

Mr. Suraisry said that he looked forward to discussing all the 
papers on SDR  matters, particularly those investigating the possibilities 
for enhancing the role of  the  asset. 
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T h e   C h a i r m a n   o b s e r v e d   t h a t   D i r e c t o r s  were a p p a r e n t l y   a g r e e d   t h a t   t h e  
t w o   p a p e r s   a l r e a d y   c i r c u l a t e d   w o u l d  be d i s c u s s e d   o n   O c t o t e r  31 a s  s c h e d u l e d .  
The paper e n . t i t l e d   " P o s s i b l e   W i d e r   S c o p e   f o r   F u n d   T r a n s a c t i o n s  i n  SDRs" 
a n d   t h e   p a p e r   e x a m i n i n g   t h e   r o l e   t h a t  a p o s s i b l e   c l e a r i n g   f a c i l i t y   m i g h t  
p l a y  i n   p r o m o t i n g   t h e   p r i v a t e   u s e  of SDRs s h o u l d  be c i r c u l a t e d ;   h o w e v e r ,  
there  was n o   n e e d   t o   d e c i d e  a t  p r e s e n t   o n  a p a r t i c u l a r  time f o r   d i s c u s s i n g  
them. I n  view  of  Mr. d e  Vries's concerns ,   management   would  look a t  t h e  
p a p e r   o n   t h e   m a n n e r   i n   w h i c h   t h e  SDR i n t e r e s t  r a t e  b a s k e t   a n d   t h e  r a t e  
i t s e l f  were d e t e r m i n e d ;   i f   a p p r o p r i a t e ,  i t  would   p ropose  a f i r m   d a t e   f o r  
d i s c u s s i o n  o€ t h e   p a p e r .  

Mr. r r b   s a i d   t h a t ,   i n   v i e w  o f  t h e   g r o w i n g  use of S D R - r e l a t e d   i n t e r e s t  
ra tes  f o r  several. t y p e s  of  b o r r o w i n g ,  i t  m i g h t   b e   u s e f u l  a t  some s t a g e  
t o   h a v e  a p a p e r  on t h e   u s e  of v a r i o u s  SDR i n t e r e s t  r a t e s  b a s e d   o n   t h e  
d i f f e r e n t :   m a t u r i t i e s  of t h e   u n d e r l y i n g   i n s t r u m e n t s .  

Mr. K a f k a   s t a t e d   t h a t   h e   c o u l d   s u p p o r t   t h e   C h a i r m a n ' s   p r o p o s a l   t o  
h o l d   t o   t h e   d a t e   o f   O c t o b e r   3 1   f o r   t h e   d i s c u s s i o n  of t h o s e   p a p e r s   a l r e a d y  
c i r c u l a t e d .  On t h e  mat ter  of t h e  SDR i n t e r e s t  r a t e ,  h e   h a d   s u g g e s t e d  
t h a t   t h e  matter b e   t a k e n   u p   i n   c o n n e c t i o n   w i t h   o t h e r  SDR matters o n  
J a n u a r y   2 0 ,   a n d   h e   c o n t i n u e d   t o   f e e l   t h a t   s u c h   a n   a p p r o a c h   w o u l d   b e  
h e l p f u l .  

The  Chairmar; r e p l i e d   t h a t ,   i f   t h e   p a p e r s  were c i r c u l a t e d   i n   g o o d  
t.ime, t h e   i s s u e s   i n   q u e s t i o n   c o u l d   b e   d i s c u s s e d   o n   t h e  same day .   Wi th  
r e g a r d   t o   o t h e r  matters,  a l l  s p e a k e r s   s e e m e d   t o  agree t h a t  Mr. M e n t r g ' s  
paper ,   "The  Fund,   Commercial   Banks,   and Member Coun t r i e s "   (EBD/83 /200 ,  
8 / 4 / 8 3 )   s h o u l d   b e   d i s c u s s e d   o n  November 12 .  T h e r e  was n o t  much e n t h u s i a s m  
f o r  a Board   s emina r  on t h e   s t u d y   t h a t   h a d   b e e n   r e q u e s t e d  by t h e  GATT 
(SF1/83/203,   10/6/83)  a 

The   Execu t ive  Board a g r e e d   t h a t   t h e   s t a f f   s t u d y  o n  t h e   i m p a c t  of 
exchange  r a t e  v a r i a b i l i t y  on t r a d e   ( S M / 8 3 / 2 0 3 ,   1 0 / 6 / 8 3 )   w o u l d   b e   t r a n s -  
m i t t e d   t o   t h e  GATT w i t h o u t   b e i n g   t a k e n  u p  i n  a s e m i n a r   d i s c u s s i o n .  

T h e   D e p u t y   M a n a g i n g   D i r e c t o r ,   r e s p o n d i n g   t o  a c o n c e r n  by Mr. A l f i d j a  
o n  t h e   p r o p o s e d   s t u d y   o f  small  t r o p i c a l   i s l a n d   e c o n o m i e s ,   n o t e d   t h a t   t h e  
paper   would   cover  M a u r i t i u s ,  C a p e  Verde ,  S3o Tom& a n d  P r i n c i p e ,  and o t h e r  
small i s l a n d s   n o t   n e c e s s a r i l y   f a l l i n g   i n t o   t h e   c a t e g o r y  of  " t r o p i c a l . "  

T h e   C h a i r m a n   s a i d   t h a t   h e   h a d   t a k e n   n o t e  of Mr. J a y a w a r d e n a ' s   d o u b t s  
o n  t h e   u s e f u l n e s s  of h o l d i n g  a spec ia l  s e s s i o n   o n   t h e  i m p a r t  c o n t e n t  of 
e x p o r t s   f o r  t h e  p u r p o s e s  of t h e   c o m p e n s a t o r y   f i n a n c i n g   f a c i l i t y .   H o w e v e r ,  
t h e  mat te r  h a d   b e e n   s p e c i f i c a l l y   r e q u e s t e d  by o n e   E x e c u t i v e   D i r e c t o r   a n d  
w o u l d   t h e r e f o r e   b e   d i s c u s s e d  as s c h e d u l e d .  

On Anrum1 M e e t i n g s   a r r a n g e m e n t s ,  t h e  C h a i r m a n   p r o p o s e d   t h a t   E x e c u t i v e  
Directors  submit to t he   Depu ty  Managing D i r e c t o r  i n  w r i t i n g  the i r  comments 
o n   e x p e r i e n c e  w i t h  che  1983 A n n u a l   M e e t i n g s .   I f   w a r r a n t e d ,  a p a p e r   c o u l d  
t h e n   p e r h a p s   b e   p r o d u c e d   f o r   d i s c u s s i o n   i n   C o m m i t t e e ;  a t  t h e   v e r y  l e a s t ,  
t h e  c o m m e n t s   w o u l d   p r o v i d e   a n   i n d i c a t i o n .  of w h e r e   c h a n g e s ,   i f   a n y ,  were 
needed .  
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F i n a l l y ,  w i t h  r e g a r d   t o   s u g g e s t i o n s   b y  Mr. Wicks f o r  a d d i t i o n a l  
i s s u e s   f o r   d i s c u s s i o n ,   t h e   C h a i r m a n   n o t e d  t h a t  a n   e f f o r t   w o u l d   b e  made 
t o  l ook  i n t o   t h e   q u e s t i o n  of d i r e c t   i n v e s t m e n t   I n   d e v e l o p i n g   c o u n t r i e s .  
No d a t e   f o r   d i s c u s s i o n  of t h e  matter cou ld   be   p romised ,   however ,   because  
a l r e a d y   a g r e e d   c h a n g e s   i n   t h e   w o r k   s c h e d u l e  of t h e   R e s e a r c h   D e p a r t m e n t  
had c . r e a t e d  some u n c e r t a i n t y   a b o u t   w h e n  a p a p e r  on t h e   t o p i c   c o u l d   b e  
c i r c u l a t e d .  The q u e s t i o n  of t h e   c h r o n i c   u s e r s  of Fund r e s o u r c e s  was 
a l r e a d y   b e i n g   t a k e n   u p  i n  c o n n e c t i o n   w i t h   t h e   m e d i u m - t e r m   r e v i e w  of 
e x p e r i e n c e   w i t h   t h e   u s e   o f  Fund r e s o u r c e s .   F i n a l l y ,   t h e   s t a f f   w o u l d  make 
a n   e f f o r t  t o  meet Mr. Z h a n g ' s   r e q u e s t   f o r  a b r i e f  paper on   exchange  ra te  
p o l i c i e s   o f   d e v e l o p i n g   c o u n t r i e s  I n  t h e   c o n t e x t  of Fund prog'rams. 

The   Execu t ive   Board   t hen   conc luded  i t s  d i s c u s s i o n  of the   work  
program. 

APPROVED : March 2 1 ,  19 84 

LEO V A N  HOUTVEN 
S e c r e t a r y  
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S t a t e m e n t  by t h e   M a n a g i n g   D i r e c t o r   o n   t h e  
Work P r o g r a m   U n t i l   t h e   S p r i n g   1 9 8 4   M e e t i n g s  of 
-. In te r im  and   Development   Commit tees  - 

T h i s  i s  t h e   u s u a l  time f o r   u s   t o   r e v i e w   t h e   t a s k s   i n   h a n d   a n d   t o  
h a v e   a n   e x c h a n g e   o f   v i e w s   r e g a r d i n g   o u r   w o r k   p r o g r a m   f o r   t h e   n e x t   f e w  
m o n t h s ,   k e e p i n g   i n   m i n d   t h e   i n d i c a t i o n s   r e c e i v e d   f r o m   t h e   I n t e r i m   a n d  
Development   Commit tees   and   f rom  the   s ta tements  by G o v e r n o r s   d u r i n g   t h e  
A n n u a l   M e e t i n g .   T h e   d a t e s   f o r   t h e   s p r i n g   1 9 8 4   m e e t i n g s   o f   t h e   I n t e r i m  
and   Development   Commit tees   have   no t  y e t  been set .  Pend ing  a d e c i s i o n  on 
t h i s   m a t t e r - - o n   w h i c h  we w i l l  s t a r t  t h e   u s u a l   c o n s u l t a t i o n   s o o n - - l e t   u s  
make t h e   w o r k i n g   a s s u m p t i o n   t h a t   t h e   m e e t i n g s   w o u l d   t a k e   p l a c e   i n   t h e  
f i r s t   h a l f  of A p r i l  1984. 

W i t h  r e g a r d   t o   t h e   E i g h t h   G e n e r a l   R e v i e w  of  Quo tas ,  a s  of   October  13, 
1983,  we h a v e   r e c e i v e d   c o n s e n t s   f r o m  66  members a c c o u n t i n g   f o r  31.17 p e r -  
c e n t  of quo ta s   on   Februa ry   28 ,   1983 .   Tak ing   i n to   accoun t   Governor s '  
s t a t z m e n t s   d u r i n g   t h e   m e e t i n g s   a b o u t   t h e i r   i n t e n t i o n s   i n   t h i s   r e g a r d ,  we 
s h a l l   p r o c e e d   i n   o u r   p l a n n i n g   o n  t h e  a s s u m p t i o n   t h a t   t h e   p a r t i c i p a t i o n  
r e q u i r e m e n t  w i l l  be. met by  November  30  and t h a t   t h e  new quo tas   wou ld   have  
become e f f e c t i v e  by t h e  end of 1983.  On t h a t   b a s i s ,  I am p u t t i n g   b e f o r e  
you   here   what  seems t o  me t o  be t h e  main   e lements   o f   our   work   program  for  
t h e   p e r i o d   u n t i l   e a r l y   A p r i l   1 9 8 4 .  If t h a t  assumpt ion   does   no t   remain  
v i a b l e ,  we w o u l d   n e e d   t o   t a k e   a n o t h e r   l o o k  a t  i t  p rompt ly .   O the rwise  i t  
i s  proposed t h a t  we r e v i e w   t h i s   w o r k   p r o g r a m   i n   t h e   s e c o n d   h a l f   o f  
January   1984.  

T h e   F u n d ' s   l i q l d d i t y   p o s i t i o n   a n d   f i n a n c i n g   n e e d s  

T h i s  was one of t h e   p r i n c i p a l   t o p i c s  o f   d i s c u s s i o n  by Governors  
d u r i n g   t h e   r e c e n t   m e e t i n g s .   S i n c e   t h e n  we d i scussed   on   Oc tobe r  3 t h e  
i m p l i c a t i o n s   o f   t h e   l i q u i d i t y   p o s i t i o n  of t h e  Fund a t  t h e  p r e s e n t  time 
f o r  ou r  p o l i c i e s   i n   t h e   i m m e d i a t e   p e r i o d .  I t  was a g r e e d  a t  t h a t  time 
t h a t  we s h o u l d   a d d r e s s   t h e   i s s u e   a g a i n  a t  t h e   e n d  of  November;  accord- 
i n g l y ,   t h a t   r e v i e w   h a s   b e e n   s c h e d u l e d   f o r  November 30,  f o r   w h i c h   a n  
u p d a t e  of t h e   p a p e r ,   " T h e   F u n d ' s   L i q u i d i t y   P o s i t i o n "  will b e   i s s u e d .  
O b v i o u s l y ,   t h e   s c o p e  of the  r ev iew w i l l  depend  on  developments   between 
now and end-November, r e l a t i n g   t o   b o r r o w i n g   f r o m   o f f i c i a l   s o u r c e s   t o  
c o v e r   t h e   F u n d ' s   e x i s t i n g   c o m m i t m e n t   g a p   a n d   t o   t h e   c o m i n g   i n t o   e f f e c t  
o f   t h e   E i g h t h   G e n e r a l   R e v i e w   a n d   t h e   r e v i s e d   a n d   e n l a r g e d   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   ( i n c l u d i n g   t h e   a s s o c i a t e d   b o r r o w i n g   a r r a n g e m e n t  
w i t h  S a u d i   A r a b i a ) .  

A f t e r   a t t e n d i n g   t h e  Basle G r o u p   m e e t i n g s   i n   t h e   s e c o n d  week o f  
November, I e x p e c t   t o  be  a b l e   t o   r e p o r t   t o   y o u   o n   t h e   s t a t u s  of new 
b o r r o w i n g   a r r a n g e m e n t s .   P a p e r s   o n   t h e  new s r r angemen t s   wou ld  be b r o u g h t  
t o  t h e  Board a s  needed.  

E x e c u t i v e   D i r e c t o r s   h a v e   a l r e a d y   r e c e i v e d  a p a p e r   r e v i e w i n g  t h e  
g u i d e l i n e s   f o r   b o r r o w i n g  by the   Fund .  T h i s  s u b j e c t   h a s   b e e n   t e n t a t i v e l y  
schedu led   fo r   t he   agenda   on   December  1 9 ,  b e f o r e  t h e  i n c r e a s e d   q u o t a s   a n d  
t h e   r e v i s e d  GAB become e f f e c t i v e .  
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T h e   n e x t   s e m i a n n u a l   r e v i e w   o f   t h e   F u n d ' s   l i q u i d i t y   p o s i t i o n   a n d  
f i n a n c i n . g   n e e d s   w o u l d   b e   t i n l e d   w i t h   t h e   I n t e r i m   C o m m i t t e e   m e e t i n g  i n  
mind,  i . e . ,  t e n t a t i v e l y   f o r   t h e   s e c o n d   h a l f  of March .   This  will p r o v i d e  
u s   w i t h   a n   o p p o r t u n i t y   t o   c o n s i d e r   t h e   F u n d ' s   b o r r o w i n g   n e e d s   f o r   t h e  
y e a r   a h e a d   i n   t h e   l i g h t  of p o t e n t i a l   c o m m i t m e n t s ,  as  was s u g g e s t e d   d u r i n g  
o u r   B o a r d   d i s c u s s i o n  on O c t o b e r  3. 

F i n a l l y ,  i t  i s  p l a n n e d  t o  c i r c u l a t e   f o r   t h e   i n f o r m a t i o n  of E x e c u t i v e  
D i r e c t o r s  a p a p e r   o n   t h e   i m p a c t   o f   t h e   m i s m a t c h   i n   t h e   m a t u r i t i e s   o f   t h e  
F u n d ' s   o p e r a t i o n s  on i t s  l i q u i d i t y   p o s i t - i o n .  

Use o f   Fund   r e sources  

A t  i t s  m e e t i n g  on Sep tember  25 ,  1983, t h e  Interim Commi t t ee   cons id -  
e r e d   t h e   s u b j e c t  of access t o   t h e   F u n d ' s   r e s o u r c e s   a f t e r  t h e  q u o t a  
i n c r e a s e s   u n d e r   t h e   E i g h t h  General Review become e f f e c t i v e   a n d   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   " t o   t a k e ,  as soon as p o s s i b l e ,   t h e   n e c e s s a r y   a c t i o n  
i n   o r d e r   t o   i m p l e m e n t   t h e   c o n c l u s i o n s   r e a c h e d   i n   t h e   C o m m i t t e e . "   T h i s  
t a s k   s h o u l d   b e   c o m p l e t e d  a t  a b o u t   t h e  time t h e   p a r t i c i p a t i o n   r e q u i r e m e n t  
f o r   t h e   E i g h t h   G e n e r a l   R e v i e w   o f   Q u o t a s  i s  a c h i e v e d   a n d ,   a c c o r d i n g l y ,  a 
number  of i n t e r l i n k e d   p a p e r s  w i l l  come t o   t h e   a g e n d a   i n  l a t e  November / ea r ly  
December. A p a p e r   d e a l i n g   w i t h   t h e  access l imits u n d e r   t h e  spec ia l  
f a c i l i t i e s   d u r i n g   1 9 8 4   h a s   b e e n   s c h e d u l e d   f o r   B o a r d   c o n s i d e r a t i o n   o n  
November  28. A few  days  l a t e r ,  on December 2 ,  we c o u l d   t a k e  up a p a p e r  
a d d r e s s i n g   t h e  c r i t e r i a  g o v e r n i n g   t h e   a m o u n t  of access i n  i n d i v i d u a l  cases ,  
and  on  December 5 ,  we would   have  on t h e   a g e n d a   f o r   a d o p t i o n   t h e  new g u i d e -  
l i n e s   o n   q u o t a  limits f o r   e n l a r g e d  access a g r e e d   i n   t h e   I n t e r i m   C o m m i t t e e .  
On t h e  same d a y ,  we w o u l d   a d d r e s s   o u r s e l v e s   t o   p r o p o s a l s   f o r   s i m p l i f i -  
c a t i o n   o f   t h e   a d m i n i s t r a t i o n   o f   t h e   e n l a r g e d  access p o l i c y ,   D i r e c t o r s  
w i l l  r eca l l  t h a t   t h e s e  issues were p r e s e n t e d   i n   t h e  p a p e r ,  "Review  of  
t h e   P o l i c y  on  Access t o   t h e   F u n d ' s   R e s o u r c e s  - F i n a n c i a l   C o n s i d e r a t i o n s "  
(EBS/83/133) ,   which  was d i s c u s s e d  by the   Board  l a s t  J u l y  22. T h e   d e c i s i o n  
e x t e n d i n g   t h e   e n l a r g e d  access p o l i c y   t o   t h e   e n d  of 1984 w o u l d   a l s o   b e  
adop ted   and  i t  w o u l d   b e   p r o p o s e d   t h a t   t h e   a n n u a l   r e v i e w   o f   t h e   e n l a r g e d  
access p o l i c y ,   w h i c h   u n d e r   t h e   e x i s t i n g   d e c i s i o n  i s  r e q u i r e d   t o   b e   c a r r i e d  
o u t   b y   J u n e  30, s h o u l d  be c h a n g e d   t o   t h e   e n d  of t h e   c a l e n d a r   y e a r   f r o m  
1984  onward. 

A p a p e r   r e v i e w i n g   u p p e r   c r e d i t   t r a n c h e   a r r a n g e m e n t s   a p p r o v e d   i n  1981 
a.nd  some i s s u e s   r e l a t e d   t o   c o n d i t i o n a l i t y   h a s   b e e n   c i r c u l a t e d   t o   E x e c u t i v e  
D i r e c t o r s   ( E B S / 8 3 / 2 1 5 ,   t o g e t h e r   w i t h   b a c k g r o u n d  mater ia l  i n c l u d e d   i n  
EBS/83/216)  and i s  now s c h e d u l e d   f o r   B o a r d   c o n s i d e r a t i o n  on  November 16 .  

A s  r e q u e s t e d  by E x e c u t i v e   D i r e c t o r s ,   t h e   s t a f f  w i l l  p r e p a r e  a p a p e r  
on t h e   t r e a t m e n t   o f   t h e   i m p o r t   c o n t e n t  of e x p o r t s   f o r   t h e   p u r p o s e s   o f   t h e  
c o m p e n s a t o r y   f i n a n c i n g   f a c i l i t y .  It h a s   b e e n   t e n t a t i v e l y   s c h e d u l e d   f o r  
B o a r d   c o n s i d e r a t i o n  on  J a n u a r y  16 .  

A t  t h e   m e e t i n g  on O c t o b e r   3 ,   t h e   B o a r d   a g r e e d   n o t   t o  take d e c i s i o n s  
r e g a r d i n g  p o s s i b l e  m e a s u r e s  t o  c o n s e r v e   t h e   F u n d ' s   u s a b l e   r e s o u r c e s ,  i n  
part: b e c a u s e  of t h e  view o f  many D i r e c t o r s   t h a t  t h e  F u n d ' s   c u r r e n t  
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l i q u i d i t y   p r o b l e m s  a re  l i k e l y   t o  b e   t e m p o r a r y   i n   c h a r a c t e r .  A s  I ment ioned  
e a r l i e r  , t h e  matter i s  s c h e d u l e d   f o r   r e v i e w  a t  t h e   e n d  of November. A s  a 
matter of p r u d e n c e ,   a n d   i f   c i r c u m s t a n c e s  s o  w a r r a n t ,  we may a t  t h a t  time 
h a v e   t o   b e   p r e p a r e d   t o   t a k e   d e c i s i o n s  o n  t h e   q u e s t i o n  of c o n s e r v i n g   t h e  
F u n d ' s   u s a b l e   r e s o u r c e s .  

S u r v e i l l a n c e   a n d   w o r l d   e c o n o m i c   o u t l o o k  

The p r o c e d u r e s   f o r   s u r v e i l l . a n c e   a d o p t e d   i n  1977 p r o v i d e   t h a t   t h e  
g e n e r a l   i m p l e m e n t a t i o n  of t h e   F u n d ' s   s u r v e i l l a n c e   o v e r   m e m b e r s '   e x c h a n g e  
r a t e  p o l i c i e s   s h a l l  be r e v i e w e d   a n n u a l l y   a n d   t h a t   t h e   d o c u m e n t   e n t i t l e d  
"Surve i l lance   over   Exchange  Rate P o l i c i e s "   s h a l l  be  reviewed a t  a n  
i n t e r v a l  of two years.  It i s  p r o p o s e d   t h a t  a s t a f f   p a p e r   c o m b i n i n g   t h e  
t w o   r e v i e w s   b e   t e n t a t i v e l y   s c h e d u l e d   f o r   t h e   a g e n d a   o n  March  21; t h e  
rev iews  a re  t o   b e   c o n d u c t e d   n o t  l a t e r  t h a n  A p r i l  1. A t  t h e   c o n c l u s i o n   o f  
o u r   a n n u a l   d i . s c u s s i o n   o n   t h i s   s u b j e c t  e a r l i e r  t h i s   y e a r ,  we had  agreed 
t h a t  we s h o u l d   d e v o t e   t h e   n e x t   f e w   r e v i e w s   t o  matters o f   s u b s t a n c e   r a t h e r  
t h a n   p r o c e d u r e ,   v i z . ,   t o   d i s c u s s i o n s   o n   t h e   e x t e n t   t o   w h i c h   t h e   c o u n t r i e s  
t h a t  h a v e   s t r o n g   i n f l u e n c e   o n  the 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  a re  
f o l l o w i n g   p o l i c i e s   t h a t  a r e  m u t u a l l y   c o m p a t i b l e   a n d   c o n s i s t e n t .  A number 
of   Governors   voiced a similar c o n c e r n   d u r i n g   t h e   r e c e n t   m e e t i n g s .   I n   t h i s  
respec t ,  i t  is  e n c o u r a g i n g   t h a t   t h e   W i l l i a m s b u r g   d e c l a r a t i o n   i n c l u d e d  a 
s t r o n g   c o m m i t m e n t   f r o m   t h e   l a r g e r   i n d u s t r i a l   c o u n t r i e s   t o   m u l t i l a t e r a l  
c o o p e r a t i o n   w i t h   t h e  Fund i n  i t s  s u r v e i l l a n c e  ac t iv i t i e s .  I n d e e d ,   o n e  of 
t h e   b e s t  ways of improv ing   t he   work ing  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  
sys t em i s  t o   s t r e n g t h e n   t h e   s u r v e i l l a n c e   f u n c t i o n  of t h e  Fund. To t h i s  
e n d ,  o'ur e f f o r t s   s h o u l d  now be d i r e c t e d   t o   e n h a n c i n g   t h e   e x t e n t   t o   w h i c h  
member c o u n t r i e s   t a k e   a c c o u n t   i n   t h e i r   p o l i c y   f o r m u l a t i o n  of i n d i c a t i o n s  
a r i s i n g   f r o m   t h e   m u l t i l a t e r a l   s u r v e i l l a n c e   e x e r c i s e d   i n   c o l l a b o r a t i o n   w i t h  
t h e  Fund. 

The  Board has been   in formed of t h e  s t a f f  I s  i n t e n t i o n  o f  p r e p a r i n g  
pape r s   ove r  a p e r i o d  of time on  exchange r a t e  p o l i c y ,   g i v i n g   r e n e w e d  
a t t e n t i o n   t o  t h e  a s ses smen t  of b a l a n c e  of  payments  developments i n  a 
medium-term  f ramework ,   bo th   for   ind iv idua l  members  and i n  a m u l t i l a t e r a l  
s e t t i n g .   T h e   f i r s t  of t h e s e   p a p e r s   p e r t a i n i n g   t o   t h e   a p p r o a c h   t o  
s u r v e i l l a n c e ,  "Issues i n   t h e  Assessment of Exchange  Rates  of I n d u s t r i a l  
C o u n t r i e s   i n   t h e   C o n t e x t  of T h e i r  Economic. P o l i c i e s "  has b e e n   t e n t a t i v e l y  
s c h e d u l e d   f o r  a s e m i n a r   d i s c u s s i o n   o n   J a n u a r y   2 3 .  

The   nex t   wor ld   economic   ou t look   d i scuss ion   i n   t he   Boa rd  i s  proposed 
t o   b e   s c h e d u l e d   i n   t h e   s e c o n d   h a l f   o f   M a r c h ,   a b o u t  two  weeks b e f o r e  t h e  
Inter im  and  Development   Commit tee   meet ings.  The s t a f f  paper  w i l l  be based,  
as u s u a l ,  on' a c o m p r e h e n s i v e   i n t e r d e p a r t m e n t a l   r e v i e w   o f   i n t e r n a t i o n a l  
e c o n o m i c   p r o s p e c t s ;   i n   a d d i t i o n   t o   a n   a s s e s s m e n t  of t h e   c u r r e n t   e c o n o m i c  
r e c o v e r y   a n d   o f   t h e   p r o c e s s  of b a l a n c e  of paymen t s   ad jus tmen t ,  i t  w i l l  
g i v e   s p e c i a l .   a t t e n t i o n  t o  t h e   h e a v i l y   i n d e b t e d   d e v e l o p i n g   c o u n t r i e s   i n  
o r d e r   t o   d e v e l o p  a m e d i u m - t e r m   p e r s p e c t i v e   t o   t h e   d i s c u s s i o n   o f  t h e  
prob1.ems o f   e x t e r n a l   d e b t   s e r v i c e .  
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T h e   p r e p a r a t i o n   o f   t h e   a b o v e   p a p e r   f o r   t h e   B o a r d  w i l l  c o i n c i d e   w i t h  
t h e   p r e p a r a t i o n  of t h e ' v e r s i o n  of t he   Wor ld   Economic   Ou t look   t o   be  pub- 
l i s h e d .  .It is i n t e n d e d   t o   c i r c u l a t e   t h e   d r a f t   v e r s i o n  of the   Wor ld  
Economic   Ou t look   pub l i ca t ion  a t  t h e  same time as t h e   B o a r d   p a p e r ,   a n d   t o  
i n v i t e  comments  on t h e   d r a f t   f r o m   E x e c u t i v e   D i r e c t o r s   i n   t h e   w e e k s   p r e -  
c e d i n g  t h e ,  B o a r d   d i s c u s s i o n .  I t  w i l l  be t h e   p l a n   t o   p u b l i s h   t h e  
O c c a s i c n a l   P a p e r  as  soon as i s  p r a c t i c a b l e   a f t e r   t h e   I n t e r i m   C o m m i t t e e  
mee t ing  . 

A s  agreed  a t  t h e  time o f  o u r  l a s t  rev iew of s u r v e i l l a n c e .   i n   M a r c h  
1983,  a d e t e r m i n e d   e f f o r t  i s  b e i n g  made t o   e n s u r e  more r e g u l a r   s c h e d u l i n g  
of Article I V  c o n s u l t a t i o n s ,   a n d   a n   i n t e r i m   r e p o r t   o n   t h e   f r e q u e n c y  of 
Ar t ic le  IV c o n s u l t a t i o n s  w i l l  b e   c i r c u l a t e d   s h o r t l y   f o r   t h e   i n f o r m a t i o n  
o.E E x e c u t i v e   D i r e c t o r s .  

Area departments '   work  program 

Dur ing   t he   pe . r iod   t o  March 1984,  we can  expect t o   h a v e   f o r   o u r   c o n -  
s i d e r a t i o n   o v e r  60 r e p o r t s  on c o n s u l t a t i o n s   u n d e r  Article I V  and   abou t  
40-50 r e p o r t s  o n  t h e   u s e  of F u n d   r e s o u r c e s   u n d e r   t h e   c o n d i t i o n a l   f a c i l i -  
t i e s ,  of which  about  two t h i r d s   w o u l d   b e   r e v i e w s   u n d e r   e x i s t i n g   s t a n d - b y  
and   ex tended   a r rangements .   The  area d e p a r t m e n t s '   w o r k   p r o g r a m   f o r   t h e  
p e r i o d   u p   t o   t h e   e n d   o f   J a n u a r y   1 9 8 4   r e l a t i n g   t o  Ar t ic le  I V  c o n s u l t a t i o n s  
and   r ev iews   unde r   ex i s t ing   a r r angemen t s  i s  summarized i n   A t t a c h m e n t s  I 
and 11. There  will a l s o   b e  a number  of r e q u e s t s   f o r  use o f   Fund   r e sources  
under  t h e  s p e c i a l   f a c i l i t i e s .  

SDR matters 

T h e   p a p e r s   e n t i t l e d   " S i m p l i f i c a t i o n  of O p e r a t i o n s   i n  SDRs" (SM/83/187) 
a n d   " E s t a b l i s h m e n t   o f   S p e c i a l   P r o c e d u r e s   f o r   O p e r a t i o n s   t o   S e t   A s i d e  SDRs 
t o   S e c u r e   t h e   P e r f o r m a n c e  of Ob l iga t ions"   (SM/83 /188)  were c i r c u l a t e d   t o  
E x e c u t i v e   D i r e c t o r s   b e f o r e   t h e   A n n u a l   M e e t i n g   a n d  are  now s c h e d u l e d   f o r  
Board   d i scuss ion   on   Oco tbe r  3 1 .  Two f u r t h e r  papers u n d e r   p r e p a r a t i o n  
would i n v e s t i g a t e   t h e   p o s s i b i l i t i e s   f o r   e n h a n c i n g   t h e   r o l l ,   o f   t h e  SDR as 
a medium of exchange.  One  of t h e m  w o u l d   s t u d y   t h e   p o s s i b l e   w i d e r   s c o p e  
f o r  Fund t r a n s a c t i o n s   i n  SDRs a n d   t h e   o t h e r   w o u l d   e x a m i n e   t h e   r o l e   t h a t  a 
p o s s i b l e   c l e a r i n g   f a c i l i t y   m i g h t   p l a y   i n   p r o m o t i n g   t h e   " p r i v a t e "   u s e  of 
SDRs. It i s  p lanned  t o  c i r c u l a t e  these p a p e r s   i n  time f o s   B o a r d   c o n s i d -  
e r a t i o n  on J a n u a r y  20, Also a p a p e r  o n   t h e   m a n n e r   i n   w h i c h   t h e , , b a s k e t  
o f   t h e  SDR i n t e r e s t   r a t e   a n d  i t s  l e v e l  a r e  de te rmined  w i l l  b e   c i r c u l a t e d  
f o r   E x e c u t i v e   B o a r d   d i s c u s s i o n ,   t e n t a t i v e l y   s c h e d u l e d   f o r   D e c e m b e r   9 .  

On the  q u e s t i o n  of a l l o c a t i o n s  of SDRs, t h e   I n t e r i m   C o m m i t t e e   " a g r e e d  
t h a t   d i s c u s s i o n s  of t h e   i s s u e ,   w h i c h   c o u l d   l e a d   t o  a p r o p o s a l  by t h e  
Managing  Director   commanding  broad  support  among members of t h e   F u n d ,  
s h o u l d  be   pursued   as  a mat ter  of p r i o r i t y . "  It i s  my i n t e n t i o n   t o   p u r s u e  
s u c h  c o n s u l t a t i o n s  a s  may be a p p r o p r i a t e   t o   e n a b l e  m e  t o   a s c e r t a i n   w h e t h e r  
a broad enough  suppor t  h a s  emerged among t h e  m e m b e r s h i p   t o   e n a b l e  m e  t o  
make a p r o p o s a l   f o r   a l l o c a t i o n s .   I n   a n y  case, t h e   E x e c u t i v e   B o a r d  w i l l  
r e v e r t   t o  t h i s  s u b j e c t   i n   e a r l y  1984 a n d   t h e   s t a f f  w i l l  p r e p a r e  a p a p e r  
o n   c o n s i d e r a t i o n s   p e r t a i n i n g  t o  t h e   a l l o c a t i o n  of SDRs f o r   B o a r d   d i s c u s s i o n  



EBM/83/150 - 10 /24 /83  - 3 4  - ANNE X 

on January   25 .  A l so ,  d u r i n g   o u r   r e c e n t   d i s c u s s i o n s   o n   t h e   q u e s t i o n   o f  
a l l o c a t i o n s ,   t h e r e  was some i n t e r e s t   i n   t h e   p o s s i b i l i t y   o f   " c o n d i t i o n a l "  
SDR a l l o c a t i o n s .  I f  D i r e c t o r s  so d e s i r e ,   t h e   s t a f f   c o u l d   p r e p a r e  a pape r  
o n   t h i s   o p t i o n   f o r   B o a r d   c o n s i d e r a t i o n   d u r i n g   t h e   p r e s e n t   w o r k   p r o g r a m  
p e r i o d .  

S y s t e m i c   i s s u e s  

I t  i s  now e v i d e n t   t h a t   t h e   p r o b l e m s   a s s o c i a t e d   w i t h   t h e   m a n a g e m e n t  
of  a h e a v y   e x t e r n a l   d e b t   w h i l e   c a r r y i n g   o u t  a d i f f i c u l t   a d j u s t m e n t   p r o c e s s  
a re  g o i n g   t o   c o n f r o n t   t h e  Fund f o r  some time to  coue  both,  a t  t h e   c o u n t r y  
l e v e l  as well as a t  t h e  systemic l e v e l ,  A s  I ruentioned ea r l i e r ,  s p e c i a l  
a t t e n t i o n  w i l l  b e   p a i d   t o  this a s p e c t   i n   t h e   n e x t   s t a f f   p a p e r  on t h e  
world  economic  out l .ook,  Also, i t  i s  now p r o p o s e d   t o   s c h e d u l e  a s e m i n a r  
s e s s i o n   o n   D e c e m b e r   1 2 ,   f o r   w h i c h   D i r e c t o r s   w o u l d   h a v e   a v a i l a b l e  a s t a f f  
p a p e r  e n t i t l e d   " R e c e n t   E x p e r i e n c e   w i t h   M u l t i l a t e r a l   D e b t   R e s t r u c t u r i n g s  
w i t h   O f f i c i a l   C r e d i t o r s   a n d   w i t h   I n t e r n a t i o n a l   B a n k s "   ( w h i c h  i s  t o  be 
c i r c u l a t e d   s h o r t l y   w i t h  a r e q u e s t   f o r   t h e   a p p r o v a l   o f   t h e   p u b l i c a t i o n  of 
t h e   p a p e r   i n   t h e   O c c a s i o n a l   P a p e r  series j. I h a v e   a l s o   r e c e i v e d  a r e q u e s t  
f r o m   a n   E x e c u t i v e   D i r e c t o r   t o   h a v e  a d i s c u s s i o n   o f  Mr. M e n t r g ' s   p a p e r ,  
"The  Fund,  Commercial  Banks,  and Member Count r ies"   (EBD/83/200,   8 /4 /83)  
and  we c o u l d   h a v e   t h a t   p a p e r   o n   t h e   a g e n d a   f o r   D e c e m b e r  1 2 .  The   paper  
e n t i t l e d  "Fund P o l i c i e s   a n d   E x t e r n a l   D e b t   S e r v i c i n g   P r o b l e m s "   ( S M / 8 3 / 4 5 )  
d i s c u s s e d  by t h e   B o a r d  e a r l i e r  t h i s   y e a r ,   t o g e t h e r   w i t h  my summing  up of 
t h a t  meet ing  (Buff   document  8 3 / 9 6 ,  4/14/83)   would   p rovide   background 
i n f o r m a t i o n .  Also of r e l evance   wou ld   be  a p a p e r   t o   b e   c i r c u l a t e d ,  
r e p o r t i n g   t h e   f i r s t   r e s u l t s  o f   t h e   F u n d ' s   p r o j e c t  o n  i n t e r n a t i o n a l   b a n k i n g  
s t a t i s t i c s ,  a n d   d e s c r i b i n g   d i r e c t i o n s   f o r   f u r t h e r   w o r k   o n   i m p r o v i n g   t h e  
d a t a   b a s e .  In p r e p a r a t i o n   f o r  t h e  s e m i n a r ,   t h e   s t a f f  w i l l  p r e p a r e  a 
s h o r t   n o t e   f o r   a s s i s t a n c e   i n   f o c u s i n g   t h e   d i s c . u s s i o n .  

A s  we know, t h e   p r e s e n t   s y s t e m   o f   i n t e r n a t i c n . a l   e x c h a n g e   a r r a n g e m e n t s  
c o n t i n u e s   t o   e v o k e  much d e b a t e  among po l i cymaker s  as well  a s  a c a d e m i c i a n s .  
E x p e r i e n c e   h a s   t e n d e d   t o   b e l i e   w i d e l y   h e l d   e x p e c t a t i o n s ,   e . g . ,   t h a t  
f l o a t i n g   w o u l d   r e s u l t   i n  lower demand f o r   i n t e r n a t i a n a l   r e s e r v e s   o r   t h a t  
i t  w o u l d   t e n d   t o   i n s u l a t e   d o m e s t i c   e c o n o m i c   p o l i c i e s   f r o m   i n t e r n a t i o n a l  
c o n c e r n s .  In o r d e r   t o   g i v e  a f o c u s   t o   t h e   d e b a t e ,   t h e   s t a f f  i s  p r e p a r i n g  
a p a p e r   e n t i t l e d  "The  Exchange Rate System:  Lessons  of   the Past  and 
O p t i o n s   f o r   t h e   F u t u r e "  t h a t  w o u l d   r e v i e w   t h e   s t r e n g t h s   a n d   w e a k n e s s e s   o f  
t h e   c u r r e n t   e x c h a n g e   a r r a n g e m e n t s   a n d   e x a m i n e   t h e   r e l a t i o n s h i p  of a number 
of " r e f o r m "   p r o p o s a l s   t o   t h e s e   s t r e n g t h s   a n d   w e a k n e s s e s .  It  is  e x p e c t e d  
t h a t   t h e   p a p e r   w o u l d  be r e a d y   f o r   c i r c u l a t i o n   t o   E x e c u t i v e   D i r e c t o r s  
a .bou t   Feb rua ry /March   and   wou ld   be   t he   sub jec t  of an   Execu t ive   Board  
s e m i n a r .  

A s t a f f   s t u d y   o n   t h e   i m p a c t   o f   e x c h a n g e  r a t e  v a r i a b i l i t y  on  t r a d e ,  
p r e p a r e d  a t  t h e   r e q u e s t   o f   t h e  GATT, h a s   b e e n   c i r c u l a t e d   t o   E x e c u t i v e  
Di rec to r s   (SM/83 /203 ,  10/6/83) a n d   h a s   b e e n   s c h e d u l e d   f o r  a semina r  
d i s c u s s i o n  on November 2 .  It i s  p r o p o s e d   t o   t r a n s m i t  t h e  s t a f f  p a p e r ,  
t o g e t h e r   w i t h  a summary o f  t h e  E x e c u t i v e   B o a r d   s e m i n a r   d i s c u s s i o n ,   t o  
t h e  GATT. 



- 35 - EBM/83/150 - 10/24/83 
ANNEX 

O t h e r   p o l i c y  matters 

I n   a d d i t i o n   t o   t h e   a b o v e ,   t h e   f o l l o w i n g   p o l i c y  matters w i l l  a l s o   b e  
i n c l u d e d   i n   t h e   w o r k   p r o g r a m :  

a .  A p a p e r  on l i n k a g e s   b e t w e e n   t r a d e ,   i n d e b t e d n e s s ,   a n d   d e v e l o p m e n t  
will be   prepared   for   the   next   Development   Commit tee   meet ing .  It i s  
r e l a t e d   t o   p a r a g r a p h  9 of t h e   r e c e n t  communiqu6 of   the   Development  
Committee  and w i l l  r ev iew  deve lopments  in t h e   e x t e r n a l   d e b t   a n d   t r a d e   o f  
d e v e l o p i n g   c o u n t r i e s .   C o n s i d e r a t i o n  by the   Commit tee  of t h e  Whole  has 
b e e n   s c h e d u l e d   t e n t a t i v e l y   f o r   M a r c h  9 ,  1984. 

b .  A paper r e v i e w i n g   t h e   e x p e r i e n c e   w i t h   m u l t i p l e   e x c h a n g e  r a t e  
reg imes  was r e q u e s t e d  by E x e c u t i v e   D i r e c t o r s   a n d  i s  p l a n n e d   t o   b e   c i r c u -  
l a t e d  i n  time f o r   B o a r d   c o n s i d e r a t i o n   o n   J a n u a r y  18. 

c. A s t u d y  by Mr. L e g a r d a   p r o v i d i n g  a g e n e r a l   o v e r v i e w   a n d   d i s -  
c u s s i n g   t h e   d i s t i n c t i v e   f e a t u r e s  of small, t r o p i c a l   i s l a n d   e c o n o m i e s  i s  
p l a n n e d   t o   b e   c i r c u l a t e d   a b o u t   t h e   e n d   o f   O c t o b e r .  It  i s  e n v i s a g e d   t h a t  
we c o u l d   d i s c u s s  i t  i n  a s e m i n a r   s e s s i o n   o n  November 2 3 .  

d. It  i s  a n t i c i p a t e d   t h a t  a p a p e r   o n   t h e   c o v e r a g e   a n d   c u r r e n t n e s s  
o f   d a t a   p u b l i s h e d   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   ( I F S )   w o u l d  be 
c i r c u l a t e d   f o r   t h e   i n f o r m a t i o n  of E x e c u t i v e   D i r e c t o r s  by  December. It 
c o u l d   a l s o   b e   b r o u g h t   t o   t h e   a g e n d a   i f   r e q u e s t e d  by E x e c u t i v e   D i r e c t o r s .  

- 

O p e r a t i o n a l  matters 

The  Board  would  need t o   g i v e   c o n s i d e r a t i o n   t o   t h e   f o l l o w i n g   o p e r a -  
t i o n a l  matters d u r i n g   t h e   p e r i o d   u n d e r   c o n s i d e r a t i o n :  

a .  T h e   e n t r y   i n t o   f o r c e  of t h e   e n l a r g e d   a n d   r e v i s e d   G e n e r a l  
Arrangements   to   Borrow (GAB) will r e q u i r e   c o n s e q u e n t i a l   a m e n d m e n t s   t o  
some e x i s t i n g  Fund d e c i s i o n s ,  i n  p a r t i c u l a r   t h e   o n e s   o n   t h e   a t t r i b u t i o n  
of r e d u c t i o n   o f   t h e   F u n d ' s   h o l d i n g s   o f   c u r r e n c i e s   a n d   t r a n s f e r a b i l i t y   o f  
GAB c l a ims .  A pape r   en t i t l ed   "Genera l   Ar rangemen t s   t o   Bor row - T r a n s f e r -  
a b i l i t y  of Claims" is  p l a n n e d   t o  be c i r c u l a t e d   i n  t h e  f i r s t  part  of 
November f o r   d i s c u s s i o n   i n   t h e   l i g h t  of p r o g r e s s   r e g a r d i n g   t h e   c o m i n g   i n t o  
f o r c e  of t h e  i n c r e a s e d   q u o t a s   a n d  t h e  r e v i s e d  GAB. It  has  been   s chedu led  
t e n t a t i v e l y   . f o r  t h e  sgenda  on  December  19. 

b. T h e   B o a r d ' s   d e c i s i o n   o n   t h e   l e v e l   o f   t h e   F u n d ' s   h o l d i n g s   o f  SDRs, 
t a k e n  l a s t  May, p r o v i d e d   f o r  a g u i d e l i n e  of r e d u c i n g   t h e   F u n d ' s  SDR 
h o l d i n g s   t o  a l e v e l   o f   a p p r o x i m a t e l y  SDR 1.5  b i l l i o n  by t h e  end  of   1983 
a n d   c a l l e d   f o r  a rev iew by the  end  of  December  1983.  There i s  thus   need  
f o r   s h o r t   p a p e r   d e a l i p g   w i t h   t h e   , l e v e l   o f   t h e   F t l n d ' s   h o l d i n g s   o f  SDRs and 
t h e  u s e  o f   c u r r e n c i e s   u n d e r   t h e   o p e r a t i o n a l   b u d g e t .  It has   been   scheduled  
f o r  B o a r d   c o n s i d e r a t i o n   o n  December 21. 

c .  A p a p e r  on t h e  rev iew  of  t h e  r a t e  of r e m u n e r a t i o n ,   i n c l u d i n g  
c o n s i d e r a t i o n  of t h e   f i n a n c i a l   i m p l i c a t i o n s ,  will b e   c i r c u l a t e d  s h o r t l y  
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f o r   d i s c u s s i o n   o n  November  23. A paper on t h e  method of s e t t i n g   t h e  
F u n d ' s   c h a r g e s   a n d   t h e   l e v e l  of t h e   F u n d ' s  r2semes has b e e n   s c h e d u l e d  
for   the   agenda   on   December  7 and   t he   midyea r   r ev iew  o f   t he   Fund ' s   i ncome  
p o s i t i o n   c o u l d   t h e n . b e   c a r r i e d   o u t   i n   t h e   f o l l o w i n g   w e e k ,  on  December 14.  

d .   T h e   B o a r d ' s   d e c i s i o n s   o n   t h e   a t t r i b u t i o n   o f   r e d u c t i o n s   i n   t h e  
F u n d ' s   h o l d i n g s  of c u r r e n c i e s ,   t a k e n   i n   A p r i l  1981 a n d   d e a l i n g   w i t h   t h e  
" f l o a t i n g "  of t h e   r e s e r v e   t r a n c h e ,   n e e d  t o  b e   r e v i e w e d   b e f o r e   A p r i l  30, 
1984. 

e. Our q u a r t e r l y   c o n s i d e r a t i o n s  of t h e   d e s i g n a t i o n   p l a n   a n d  t h e  
o p e r a t i o n a l   b u d g e t   h a v e   b e e n   s c h e d u l e d   t e n t a t i v e l y   f o r   D e c e m b e r  1 2  and 
March 1 2 .  

Annual   Meet ings   a r rangements  

T h e   a r r a n g e m e n t s   f o r   t h e   c o n d u c t  of t h e  1983 Annual   Meet ings   o f   the  
Boards   o f   Governor s   and   r e l a t ed   mee t ings   d i f f e red   f rom  pas t  years when 
m e e t i n g s   h a v e   b e e n   h e l d   i n   W a s h i n g t o n ,  D . C . ,  i n   t h a t   m e e t i n g s   s u c h  a s  
t h o s e  o f  t h e  I n t e r i m  and  Development   Commit tees ,   the   Group of Ten ,   and  
t h e  Group of Twenty-Four were h e l d   i n   t h e  new f a c i l i t i e s  of t he   headquar -  
ters b u i l d i n g .   I f   D i r e c t o r s  were t o   f i n d  i t  u s e f u l ,   t h e   s t a f f   c o u l d  
prepare a p a p e r   r e v i e w i n g   t h e   e x p e r i e n c e   w i t h   t h e s e   a r r a n g e m e n t s .  

A d m i n i s t r a t i v e  matters 

My a n c u a l   m i d y e a r   s t a t e m e n t   o n   t h e   b u d g e t   t o   t h e   E x e c u t i v e   B o a r d  i s  
s c h e d u l e d  f o r  d i scuss ion   on   December  14 a n d ,  as u s u a l ,  we w i l l  t ake   up  
a b o u t   m i d - A p r i l   t h e   a d m i n i s t r a t i v e   b u d g e t   f o r  FY 1985,  ( I t  has   been  
s c h e d u l e d   t e n t a t i v e l y   f o r   A p r i l  16 b u t   t h e   d a t e  may have   t o   be   changed ,  
depending   upon  the   t iming  of the   In te r im  and   Development   Commit tee  
mee t ings . )  

A p a p e r  r e v i e w i n g   t h e   m e d i c a l   b e n e f i t s  plan (EB/CAP/83/6,   8/19/83) 
has b e e n   c i r c u l a t e d   t o  members of t h e   C o m m i t t e e   o n   A d m i n i s t r a t i v e   P o l i c i e s  
and i s  expec ted   to   be   b rought   to   the   Commit tee ' s   agenda  by December. 
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ATTACHMENT I 

T i m e t a b l e   f o r  Ar t i c l e  IV C o n s u l t a t i o n s   I n c l u d e d  
in t h e  Work P r o g r a m   U n t i l  .- t h e  End of March  1984 

“_I 

T e n t a t i v e   E x p e c t e d /  
Schedu led  Date f o r  

C o u n t r y   B o a r d   D i s c u s s i o n  

1. H a i t i  
2 .  I n d o n e s i a  
3 ,  Mald ives  
4 .  S i n g a p o r e  
5.   Bhutan 

6. N e t h e r l a n d s   A n t i l l e s  
7.  China 
8. J o r d a n  
9 .   A u s t r a l i a  

10. Pe ru  

11, Guyana 
12.  Madagascar 
13 .  Mali 
14 .  T r in idad   and   Tobago  
1.5. Zimbabwe 

1 6 .  Q a t a r  
1 7  Paraguay  
18. P h i l i p p i n e s  
1 9 .  Honduras 
20. I c e l a n d  

2 1 .  I r a q  
2 2 .  P a k i s t a n  
23. Za’ire 
2 4 .  N i g e r i a  
25. Belgium 

26. Hungary 
2 7 .  Jamaica 
28 .  Mexico 
2 9 .   A u s t r i a  
30. Canada 

3 1 .   I t a l y  
32.   Western Samoa 
33. S o l o m o n   I s l a n d s  
3 4 .  Chile 
35. F i j i  

November, e a r l y  
November 14 
November  14 
November 16  
November 18 

November 18 
Novembe r 2 1 
November 2 1 
November 2 3 
November 2 3  

November 
Novembe r 
November 
November 
November 

December, e a r l y  
December,  l a t e  
December,  l a t e  
December,   end 
December 

Dec ember 
De c embe r 
December 
Decernber/January 
J a n u a r y ,   e a r l y  

J a n u a r y ,   e a r l y  
J a n u a r y ,  e a r l y  
J a n u a r y ,   e a r l y  
J a n u a r y ,   m i d d l e  
J a n u a r y ,   m i d d l e  

. J anua ry ,  m i d d l e  
J a n u a r y ,  m i d d l e  
J a n u a r y ,  s e c o n d   p a r t  
J a n u a r y ,  l a t e  
J a n u a r y ,  l a t e  
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T i m e t a b l e   f o r  Article IV C o n s u l t a t   i o n s   I n c l u d e d  
i n  t h e  Work P r o g r a m   U n t i l   t h e  End of March   1984   ( con t ' d )  

T e n t a t i v e   E x p e c t e d /  
Schedu led  Date f o r  

C o u n t r y   B o a r d   D i s c u s s i o n  

3 6 .  
37. 
38. 
39. 
4 0 .  

41. 
42. 
43. 
44. 
45. 

46 .  
4 7 .  
48.  
49. 
5 0 .  

51. 
52. 
53. 
54. 
55. 

5 6 .  
5 7 .  
58. 
5 9 .  
60 .  

61. 
62.  
63. 
6 4 .  
65. 

66.  
67 .  

Denmark 
Dominican   Republ ic  
N ica ragua  
Botswana 
Gabon 

D j i b o u t i  
Greece 
I n d i a  
Morocco 
S r i  Lanka 

T h a i l a n d  
Burma 
F i n l a n d  
Lao  Peo.ple 's   Democrat ic   Republ- ic  
Sur  i name 

Antigua  and  Barbuda 
Ne t h e   r l a n d s  
Swaz i l and  
Uganda 
A l g e r i a  

B o l i v i a  
B r a z i l  
United  Kingdom. 
Uruguay 
Yugos lav ia  

I r a n  
J a p a n  
Buru.ndi 
L i b e r i a  
New Ze a l a n d  

I v o r y  Coast 
Chad 

J a n u a r y  , l a t e  
J a n u a r y ,  l a t e  
J a n u a r y  , l a t e  
J a n u a r y ,  e n d  
J a n u a r y  , end 

J a n u a r y ,   e n d  
J a n u a r y ,   e n d  
J a n u a r y  , end  
J a n u a r y ,   e n d  
J a n u a r y ,   e n d  

J a n u a r y ,   e n d  
F e b r u a r y ,   e a r l y  
F e b r u a r y ,   e a r l y  
F e b r u a r y ,   e a r l y  
F e b r u a r y ,   e a r l y  

F e b r u a r y ,   m i d d l e  
F e b r u a r y ,   m i d d l e  
F e b r u a r y ,   m i d d l e  
F e b r u a r y ,   m i d d l e  
F e b r u a r y ,  l a t e  

F e b r u a r y ,  l a t e  
F e b r u a r y ,  l a t e  
F e b r u a r y ,  l a t e  
F e b r u a r y ,  l a t e  
F e b r u a r y ,  l a t e  

Februa ry ,   end  
February ,   end/March ,  ear ly  
M a r c h ,   e a r l y  
M a r c h ,   e a r l y  
M a r c h ,   e a r l y  

March, m i d d l e  
March, s e c o n d   p a r t  
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ATTAEEETT 11 

Reviews  Under  Stand-By  and  Extended  Arrangements  Included 
in t h e  Vork P rogram  Unc i1   t he  End of March  1984 
" - 

T e n t a t i v e   E x p e c t e d /  
Scheduled  Date f o r  

Count ry  - Board Di.scussion 

1. Ghana 
2.  Kenya 
3 .  B r a z i l  
4 .  M a u r i t i u s  
5.  Morocco 

6. Ecuador  
7 .  Barbados 
8 .  Jamaica  
9.  Mexico 

10. So lomon   I s l ands  

11. Western Samoa 
1 2 .  C h i l e  
13. Dominican  Republ ic  
1 4 ,  Zambia 
15.   Grenada 

3.6.  S r i  Lanka 
1 7 .  I n d i a  
18. Ghana 
1 9 .  Malawi 
20. Panama 

2 1 .  Uganda 
22.  Ecuador 
23. Pe ru  
2 4 .  Turkey 
25. Braz i l  

2 6 .  MaurCtius  
2 7 .  L i b e r i a  
28. Madagascar 
29 .   Senegal  
30.  Zimbabwe 
3 1 .   P o r t u g a l  

Oc tobe r   24  
October   24 
November 18 
November,   second  par t  
November, l a t e  

November, l a t e  
December, l a t e  
J a n u a r y ,   e a r l y  
J a n u a r y ,   e a r l y  
J a n u a r y ,   s e c o n d   p a r t  

J a n u a r y ,  m i d d l e  
J a n u a r y ,  l a t e  
J a n u a r y ,  i a  t e  
J a n u a r y  , l a t e  
J a n u a r y ,  l a t e  

Janua ry ,   end  
Janua ry ,   end  
F e b r u a r y ,  E irs  t p a r t  
F e b r u a r y ,  first p a r t  
F e b r u a r y   e a r l y  

F e b r u a r y ,   m i d d l e  
F e b r u a r y ,   m i d d l e  
F e b r u a r y ,   m i d d l e  
F e b r u a r y ,  late 
F e b r u a r y ,   l a t e  

Februa ry ,   end  
M a r c h ,   e a r l y  
M a r c h ,   e a r l y  
March ,   middle  
March,   middle  
March,  end 


