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1. EIGHTH GENERAL REVIEW OF QUOTAS - DRAFT KEPORT TO
INTERIM COMMITTEE

The Executive Directors considered a draft (SM/82/249, Revision 1,
1/7/83) of the report to the Interim Committee on the Eighth General
Review of Quotas revised in the light of the discussion at EBM/83/3
(1/4/83).

The Secretary made the following statement:t

When the Executive Board discussed the first draft of its
report on quotas to the Interim Committee, a number of comments
were made and questions were raised regarding the appropriate
method of reporting different views held by Executive Directors
on the varilous issues and, more specifically, the definition of
"code" words, such as "some,” "many,” and "a number,” used to
qualify the various views. This important question, which has
been raised on various occasions over the years, touches on the
cardinal rule of the Board's work methods, namely, that the
Chairman shall ordinarily ascertain the sense of the meeting in
lieu of a formal vote. Accordingly, when a decision is to be
taken, attention is paid to both the importance of arguments
made by speakers and the weight of the voting power of speakers.
The Chairman takes the sense of the meeting by determining the
position that is supported by Executive Directors having suffi-
cient votes to carry the question if a vote were taken. The
quinquennial quota reviews are outstanding examples of this
decision-making process.

Over the years, the Executive Board has held to the view
that, as long as the debate on an lssue has not ye: moved forward
enough to allow the Chairman to take the sense of the meeting,
there 1s great virtue In being deliberately vague in reporting
on Executive Directors' various positions, rather than cilting
specific numbers. That practice has been followed particularly
in reporting to the Interim Committee on matters on which the
Executive Directors were seeking the political guidance of
Ministers. The overriding concern has been that Ministers
should have the necessary ‘'seway or room for maneuver in formu-
lating their guidance-

In preparing the present draft report of the Executive Board,
the staff has followed the time-honored przciice of using code
words in describing positions. In assessing the meaning of the
code words Executive Directors should keep several matters in
mind.

First, successive Executive Boards agreed that iIn assessing
the use of code words osne should bear in mind not only the number
of Executive Directors holding a particular view, but also their
relative voting power. Thus, a particular code word may be appro-
priate in describing two different positions, even though the
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number of Executive Directors holding each of the two views
might be quite differeat. 1In that context, I recall a discussion
in the Board some years ago in which it was accepted that the
view held by one member, namely, the United States, could appro-
priately be described as a view held by "some” in the light of
the importance of the voting power of the United States. There
{s admittedly an intrinsic awkwardness 1in that description,
which has not been used in the draft before Executive Directors.
Directors might wish to consider whether the description now
suggested, namely, "the view is held that,” is g better formula-
tion.

Second, a crucial factor in the choice of code words 1is the
ma jority required to take the sense of the meeting. Thus, while
“"many"” may perhaps be appropriate to describe the sense of the
meeting on a matter requiring only a simple majority of views
expressed, it would not suffice for an iIssue requiring a majority
of 85 per cent of the voting power in the Fund.

Third, it is important to note that one benefit of the Board's
use of code words is that they retain sufficient flexibility for
use in a report that deals with several issues. For example, the
appropriate qualification of three different views on Issue A
could well be "some,” "many,” and "a few." Some of the same words
could be used to report on four or five different views on Issue B,
it being understood that the meaning of the code words used in
the description of Issue A need not be precisely the same as the
meaning of those words in the description of Issue B.

In the draft report before the Executive Directors the
following code words are used:

The view is held that
A few

Some

Several

A number

Many

Most

Nearly all

e .

(B NI RV, S S

Let me add immediately that this gradation is not meant to be
rigid., For instance, in terms of voting power the qualifica-
tion "the view 1s held that” may be more important in some cases,
and less important in others, than "a few Directors.”

In the draft report those issues on which the necessary
consensus has been reached, such as the method of quota calcula-
tion, have been clearly identified. It should be understood that
on all other issues the necessary consensus has not yet been
reached. The staff has been particularly careful in choosing
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code words throughout the report; centinuous reference was made
to the tally sheets of the Executive Board meetings on tle
subject. However, the tally sheets are not always a certain
guide, as an individual speaker may, for instance, indicate a
degree of flexibility on any particular issue and thereby be
counted among more than one of the various groups of Directors
who have taken different positions on the issue. In additionm,
not all Directors have spoken on each of the issues dealt with
in the report. -

Executive Directors have traditionally attached great impor-
tance to simplicity and clarity in their reports to the Interim
Committee. Reporting on shades of difference or on individual
views has generally been avoided, as long as each Executive
Director has been satisfied that he could associate himself with
a particular view expressed on each issue. Finally, it is always
assumed that individual Executive Directors will have an oppor-
tunity to explain to their member of the Interim Committee the
inner meaning of all aspects of the report.

The Chairman remarked that, as he had promised at EBM/83/3, he had
carefully che ked the accuracy of the descriptions in the draft report
of the various positions of Executive Directors. The language -of the
draft followed the traditiocnal lines of Executive Board reports to the
Board of Governors and 1ts Committees and was consistent with his summing
up of the discussion at Meetings 82/18 and 82/19 (12/21/82) of the
Committee of the Whole. At that time, he had concluded that there was
broad agreement that the proposals in the report should be presented as
simply as possible, that they should be expressed in clear language, and
that they should be conducive to attaining a compromise in the Interim
Committee. The last point was particularly important. References to
specific numbers of individual Executive Directors or to precise blocs
of voting power would not help in the effort to arrive at a broadly based
agreement. It could be argued that using specific pronouns of number
ran the risk of introducing rigidities into the proceedings, but the
language used in the revised text had been carefully chosen. The various
expressions that the Secretary had mentioned corresponded to specific
ranges of numbers of Executive Directors, as follows:

"The view is held that"—-the view of the United States
"A few"~-2-4 Executive Directors

"Some "~-5-6 Executive Directors

"A number”--6-9 Executive Directors

"Many"--10-15 Executive Directors

"Most”--15 plus Executive Directors

"Nearly all”—-—about 20 Executive Directors
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Mr. Polak made the followlng statement:

At our meetling on December 21, 1982 I suggested that we
might be moving too fast in agreeing on a single method, leaving
the Ministers only a choice of weights., The full tables now
before us in SM/82/249, Revision 1 confirm me in this view. I
shall briefly explain why I hold this view.

The method of distribution of the overall increase contained
in the draft report 1s reasonable enough in the abstract. To
bring quetas mote in line with relative positions in the world
economy, one part of the overall inmcrease is distributed in
proportion to calculated quotas. To give each member a meaningful
{nerease in 1its quota, auother part of the increase is distributed
in proportion to present gquotas. By choosing the relative size
of these two parts, the Ministers will adopt a distribution that
comhines the two objectives in a manner satisfactory to the member-
ship at large. :

The practical question that remains, however, is whether
there exists any combination of the two parts that provides
reasonable satisfaction across the board. This is an empirical
question that depends critically on the size of the overall quota
increase. V¥or a Fund of SDR 125 billion, there is a wide range
of options that meets the test. Between the 50/50 distribution
in column (4) and the 30/70 distribution in column (7), the
minimum increase (as shown in footnote 1 in Table 4) ranges from
57.5 per cent to 38.6 per cent and the adjustment coefficient
from 25.6 per cent to 35,8 per cent. Even at a size of SDR 100 bil-
lion, there would seem to be room for a reasonable compromise,
which would probably have to lie in the range of column (5) and
column (6), produciang minimum increases of just over 25 per cent
as well as an adjustment coefficient of also about 25 per ceat
(Table 3).

But Table 2 shows that there is no satisfactory choice~—~
even by modest standards for the two criteria--for a Fund of
SDR 90 billion. To obtain a minimum increase of about 25 per
cent, one has to move to the left in the table to the 50/50
column; yet to get an adjustment coefficient of nearly 25 per
cent, one has to move to the right at least as far as the 30/70
column.

In these citrcumstances, the question arises whether there
is not another way to combine the two components than that of a
weighted average. An alternative possibility 1s suggested by
the practice adopted in an earlier stage of the quota exercise,
wher> it was also found that full reliance on the weighted
average approach could not produce a generally acceptable solu-
tion. I refer to the method used to arrive at calculated quotas,
where the Fund has, for the last 20 yeares, reconciled widely
conflicting interests by adopting a method of choice-—allowing
members' calculated quotas to be determined by that one of a
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number of formulas that yields the highest value. If the weighted
average approach were to produce an impasse on the distribution,
recourse could be had here too to the method of choice. There
are, of course, limitations as to what can be achieved hy a
choice, but the limitation is not as severe as that reflected

in Table Z. Specifically, with a Fund of SDR 90 billion, it

would be possible to give each member a new quota that would be
the higher of: )

i. 125 per cent of its present quota (which happens to be
the minimum increase received by nearly all members
in the Fifth Review); and

ii. the quota that would follow from the application of an
ad justment coefficient of close to 23 per cent.

(The precise figure for the ad justment coefficient compatible
with a minimum increase of 25 per cent for a Fund of SDR 90 billion
has not yet been calculated. The coefficient would be identical
for all members that would benefit from the second option; this
would obviate the reservations that had been raised against
earlier suggestions that had been presented in the form of a
constraint rather than a choice.

Extending his remarks, Mr. Polak said that the revised text was a
great improvement on the previous text, closely approximated the views
of the Executive Board, and was hasically acceptable. He would like to
change the final sentence of paragraph 5 to read:

Many Directors are of the view t.at resolution of the
central issue relating to the distribution of quotas, which
consists in finding a widely acceptable combination of selective
and equiproportional increases, can be considerably facilitated
by a relatively modest increase in the size of the overall
increase in quotas; accordingly, they stress the importance of
considering the issues of size and distribution in conjunction.

That text was meant to be consistent with his proposal for dealing with
differences concerning the weights to be given to the selective and
equiproportional parts of the overall increase in quotas. Whether or not
there would be such differences would depend to a large extent on the silze
of the Fund that was agreed upon, a fact that had been well known all
along. A point that was new, however, was the realization that small
differences in the agreed size of the Fund could make a major difference
in achieving an agreemeut on the distribution of the selective and equi-
proportional parts of the overall increase in quotas. The Executive
Directors could probably not agree on any of the varicus possible distri-
butions of the overall increasc in quotas with a Fund of SDR 85 or 90 bil-
lion, but there was probabhly at least a small range of reasonable choices
in Table 3, which was based on & Fund of SDR 100 billion. There was
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also a range of likely acceptable solutions on the basis of a Fund of
between SDR 90 and 100 billion. Accordingly, the revision of the final
sentence of paragraph 5 that he had suggested would show that the
resolution of the central issue relating to the distribution of quotas
could be considerably facilitated by a relatively modest increase in
the size of the overall increase in quotas, and that it was therefore
best for the Interim Committee to consider the issues of size and
distribution in conjunction.

The tables attached to the revised report had been improved,
Mr. Polak considered, but, while they clearly showed how the various
figures had been derived, they did not explain the extent to which the
objectives set out in paragraph 11 were met by the various figures.
The line containing the adjustment coefficient showed the extent of the
quota adjustments under the various solutions, but the line on the equi-—
proportional increase was not particularly helpful. That line seemed
to show the percentage increase that would be received by a member that
had a zero calculated quota; however, no member had such a quota. It
would be useful to include in each of the various tables a line indicat-
ing the number of members that would receive a total increase of at
least, say, 25 per cent; it might also be useful to have another line
showing the number of members that would receive a quota increase of
at least 50 per cent.

Mr. Prowse made the following statement:

As proposed in the course of the Board's previous discussion
of this subject on January 4, 1983, we prepared a draft paragraph
on the matter of small quotas. This was received by the staff
on January 6, 1983, but unfortunately that did not allow time for
its incorporation in the further draft of the report (SM/82/249,
Revision 1).

Accordingly, I am circulating it for consideration at the
present meeting (See Annex).

The revised text, Mr. Prowse continued, was a considerable step
forward as it largely met the objectives of clarity, conciseness, and
simplicity of expression. The ounly portion of the tex: with which he
had any difficulty was paragraph 14, on minimum quotas, and he hoped
that his version would be accepted as the focus for discussion in place
of the present one.

The new text, Mr. Prowse went on, reflected a substantial narrowing
of differences of view. In particular, it constituted a substantial
compromise by most Executive Directors and by his own courtries, all but
cone of which would have preferred to see at least a doubling of the present
quc:as but were prepared to accept the consensus that seemed to be emerging.
The final agreement on revising and expanding the Ceneral Arrangements to
Yorrow (GAB) should avoid infringing in any way on the independence and
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integrity of the Fund's decision-making process. The fundamental impor-
tance of quotas should be underscored, and the proposed GAB revision should
not be seen as a substitute im any way for an appropriate increase in quotas.

He attached particular impo-tance, Mr. Prowse said, to including
illustrations of the possible cost of meeting the request of smaller
members for minimum quotas, which many members felt was very important.

In his opening statement he had meant tou distinguish between the proposals
concerning basic votes and minimum quotas. It was. not clear from the
record of previous discussions that a proposal had in fact been made for
increasing minimum quotas to as much as SDR 25 million, as indicated in
the draft, in order to achieve an effective doubling of basic votes.

Mr. Kafka stated that the revised text was broadly acceptable. The
order of paragraphs 3 and 4 could be reversed to stress the importanmce
0f quotas in the present report. The final sentence of the present text
of the third paragraph should say "...the standing borrowing arrangements
could be useful...,” as much would depend on how the enlarged GAB was
actually operated. 1In addition, paragraph 9 should be changed somewhat
to read: ".,.the distribution of the increase in quotas should not result
in abrupt changes in individual members' quota shares, that a proper
balance between groups of countries should be maintained, and that all
members should receive a meaningful increase in quotas.”

At the bottom of page 7, Mr. Kafka nuied, it was said that “"most
other Directors strongly hold the view that it is important to maiantain
uniformity of treatment of members in distributing increases in quotas.
They also point out that a specilal adjustment in very small quotas could
result in these members satisfying theilr needs for Fund resources through
use of facilities which do not involve upper credit tranche conditionality.”
Not all Directors who favored uniformity of treatment of members in
distributing increases in quotas would be particularly concerned if upper
credit tranche conditionality could be avoided by some very small countries.

Paragraph 6 stated in part, Mr. Kafka noted, that "these Directors
believe that the increase in quotas under the Eighth General Review
needs to be sufficlently large for the Fund to finance an approprilate
level of access to its resources to promote adjustment.” The question
of access would have to be resolved during the present review according
to the rule of reason. Accordingly, it would not be appropriate to accept
either fixed absolute access or fixed proportionate access.

Executive Directors agreed to continue their discussion on a paragraph
by paragvaph basis.

Paragraph 1
No comment.
Paragraph 2

No comment.
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Paragraph 3

Mr. Finaish considered that the text should be expanded somewhat
to explain the origin of the proposed extension and enlargement of the
GAB, 1In addition, the text wrongly gave the impression that the extension
and enlargement had been fully accepted. In fact, many questions had been
raised and still had to be answered. A revised version of paragraph 3
should be placed at the end of the report. -

Mr. Malhotra said that he agreed that the section on the GAB should
appear at the end of the report, and that the text should not give the
impression that the extension and enlargement of the GAB had been generally
or enthuslastically accepted. He continued to be worried that there was
some feeling that there was a trade-off between the appropriate size of
the increase in quotas and the agreement on the extension and enlargement
of the GAB. 1In his view, there ought to be no such trade~off. The text
on the GAB should end with the following sentence: "“The Board stressed
that the revision of the GAB should not adversely affect the appropriate
increase in the size of the Fund, its decision-making process and indepen-
dence, and its nondilscriminatory and cooperative character.” The text
could also say that "several Executive Directors emphasized rhat for the
activation of the proposed GAB facility, the views of the Fund with regard
to any impairment -of the international monetary system and the adequacy
of its own resources should prevail.”

Mr. Jaafar recalled that the Executive Board had held an extensive
discussion on the adequacy of existing arrangements to deal with major
strains in the international financial system at EBM/82/150 and EBM/82/151
(11/19/82), and that the Chairman had made a useful summing up. The text
of paragraph 3 of the draft was rather brief, and the final report should
contain a fuller account of the Chairman's assessment of the arrangements
to deal with major strains in the system. Paragraph 3 wrongly implied
that the GAB was the major, or perhaps the only, subject discussed during
the Executive Board's assessmant of the adequacy of exicting arrangements
to deal with major strains in the system.

Mr. Prowse saild that he too felt that the order of paragraphs 3 and
4 ghould be reversed. The second sentence of paragraph 3 could be changed
to read: "The Executive Board considered that a major extension and
enlargement of the standing arrangements to borrow would be very useful
in providing the Fund with access to additional resources to help it meet
possible exceptional demands on it arising from strains in the international
monetary system.” The text should mention the Fund's overall liquidity
position. The first additional sentence that Mr. Malhotra had suggested
was accertable. The second one should perhaps be included in the Executive
Board's report on the GAB rather than in the report on quotas.

Mr. Anson considered that, if Mr. Malhotra's second proposed sentence
was added to paragraph 3, it would be appropriate to balance the argument
by stating that “"other Directors considered that it was reasonable that
members lending to the Fund should have an opportunity to decide whether
the circumstances existed in which they had previously undertaken to lend.”
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Mr. Pallara remarked that Mr. Jaafar's concern might be met by
inserting the words "inter alia” between the words "considered” and "an
extension” in the gsecond line of paragraph 3. The text would then show
that issues in addition to the extension and enlargment of the GAB had
been considered by the Executive Board during its assessment of the
adequacy of existing arrangements to deal with major strains in the
international financial system. He had no difficulty {n accepting the
first sentence that Mr. Malhotra wished to add to paragraph 3. However,
he agreed with Mr. Anson that the second sentence that Mr. Malhotra had

.suggested wouid not be appropriate unless it was balanced by the argument
that Mr. Anscn had mad=. It might be bes? to avoid any lengthy discussion
of the activation of the revised GAB in the present report. Finally,

Mr. Prowse's version of paragraph 3 could be further altered to read:

“"The Executive Board considered, inter alia, that a major enlargement and
extension of the Fund's standing borrowing arrangements could be very
ugeful in providing the Fund with access to additional resources to help
it deal with an inadequacy of resources and with a threat to the stability
of the international monetary system."”

Mr. Zhang said that he too preferred to place the text on the GAB
at the end of the report.

Mr. Kabbaj considered that the revised draft was a significant
improvement over the previous text. As Mr. Jaafar had suggested, para-
graph 3 should be expanded to reflect the Chairman's summing up of the
discussion in the Executive Board on the adequacy of existing arrangements
to deal with major strains in the international financial system. He had
no difficulty in accepting the first of the two sentences that Mr. Malhotra
wished to add to paragraph 3.

Mr. Suraisry considered that the text of paragraph 3 should appear
at the end of the report. Mr. Malhotra's first additional sentence in
paragraph 3 was acceptable. Mr. Prowse's drafting suggestion for the
final sentence of the paragraph was also acceptable.

Mr, Joyce said that he agreed that adding the words "inter alia" to
the first sentence of paragraph 3 might meet Mr. Jaafar's concern. The
entire text of paragraph 3 could be placed at the end of the report,
2lthough he had no particular difficulty in accepting its present location.
The text of the second sentence should be in the past tense In order to
help to separate the GAB and queota 1ssues, the maia subject of the test
of the report. The first sentence that Mr, Malhotra wished to add to the
text was ugseful, but the second sentence might prove to be counterproductive.
Finally, Mr. Prowse's proposed addition to the paragraph was acceptable.

Mr. Laske considered that the sentence that Mr. Prowse had proposed
would be useful as amended by Mr, Dallara. The first sentence that
Mr. Malhotra had suggested was fully acceptable, but the second sentence
would have to be balanced by an additional argvment and should perhaps not
be included.
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Committee that the overall increase in quotas should be of a size that
would enable the Fund to deal effectively with the problems of financing
and adjustment...."

Mr. Jaafar suggested that the final sentence should be amended to
show that the subject of the text was the size of the overall increase
in quotas. Accordingly, the text could say that many Execucive Directors
believed that a larger, rather than a smaller, overall increase in quotas
was likely to facilitate the resolution of thz issues-relating to the
distribution of quotas, and in particular the slize of the adjustment in
quota shares that was needed to reflect the rela:zive economic positions
of members.

Mr. Vidvei considered that the words "temporari!», or"™ in the paacl-
timate sentence were unnecessary.

Mr. Laske said that he agreed with Mr. Vidvei. The words “temporarily,
or” wrongly gave the impression that two criteria might be applied in
deciding when borrowing should be resorted to. In fact, borrowing should
be resorted to only when exceptional circumstances were thought to exist.

Mr, Anson remarked that he too felt that the penultimate sentence
should be changad. The relevant portion of the Chairman's summing up on
the discussion on borrowing mentioned that borrowing should rot be a
permanent feature of the Fund's financing, except for the integrated
permanent elements like the GAB.

The Chairman commented that the revised text suggested by Mr. Anson
seemed to provide for the possibility of separate borrowing operations,
in exceptional circumstances, in addition to the regular permanent lines
of credit arrangements.

After a further brief discussion, the Executive Directors agreed
that the penultimate sentence should read as follows:

The Executive Directors believe that the increase in quotas
should enable the Fund to accommodate the likely need for Fund
resources in the 1980s, and that borrowlng by the Fund, which
should not be a regular feature of the Fund's operations, may be
resorted to in exceptional circumstances, including borrowing by
the Fund under its standing arrangements such as the General
Arrangements to Bor-ow.

Mr. Malhotra considered that the final sentence usefully stressed
that the larger the increase in quotas, the greater were the possibilities
for adjusting quota shares better to reflect the relative economic posi-
tions of members. Mr. Polak's proposed text suggested that that issue
would be considerably faciiitated merely by a relativ:ly modest increase
in the size of the overall increase in quotas. The present text seemed
preferable to Mr. Polak's version.
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Mr. Polak commented that his version was intended to say that a
modest further increase in quotas could considerably help in the resolution
of the central issue relating to the distribution of quotas. He attached
particular importance to the second part of his version of the sentence
in question, as he hoped that the Ministers would not consider the size
of the quota increase separately from its distribution. The text should
stress the importance of considering the issues of size and distribution
in conjunction.

Mr. Dallara said that Mr. Polak's proposal f<r stressing the impor-
tance of considering the issues of size and distribution in conjuncticn
was useful.

Afrar a further brief debate, the Executive Directors agreed that
the final sentence of paragraph 4 should read:

Many Directors belie e that the larger the size of the
overall increase Iin quotas, the easler i1t will be to resolve
some of the issues relating to the distribution of quotas;
accordingly, they stress the importance of considering the
issues of size and distribution in conjunction.

o

Paragraph 6 -

Mr. Malhotra stated that the word "appreciably” in the fourth line
should be eliminated. Indeed, some Executive Directors felt that the
need for Fund support of members' balance of payments adjustment programs
might Increase in the years ahead, rather thau diminish.

Mr. Anson commented that the present need for conditional financing
mentioned in the final sentence would be clearer if the text was expanded
to read: “Some Directors hold the view that, following the exceptionally
widespread adjustment efforts currently being supported by the Fund,
the...."”

Mr. Prowse remarked that he agreed that the word "appreciably” in
the fourtk line was unnecessary. He, like Mr. Anson, had had difficulty
in following the sense of the final sentence. Mr. Anson's additional
words had helped to show that, in comparison with the present need for
condi“ional financing by the ¥und, the payments imbalances requiring such
financing could be expected to diminish later in the 1980s. Still, the
text could perhaps be taken to mean that following the exceptionally wide-
spread adjustment efforts currently being supported by the Fund, the size
of the payments imbalances requiring conditional financing by the Fund
could be expected to be less than would have been the case otherwise. In
that event, the sentence was not particularly useful.

Mr. Malhotra considered that statements like those in paragraph 6
clouded the issues. He doubted whether anyone would suggest that the
need for Fund resources 1n the pericd of the Eighth General Review of
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Quotas would decline. Little was gained by expressing views in the text
on the likely need for Fund resources in the period beyond the five years
covered by the Eighth General Revicw.

The Deputy Treasurer tecalled that during the previous discussion a
request had been made to include a reference to access in the revised
text to stress that access to Fund resources should be sufficiently large
to induce members to undertake adjustmeni programs. The staff had felt
that paragraph 6 was a reasonasle location for the reference to access,
the only one in the text. |

Mr. Joyce sald that it was useful to draw in the text a distinction
between Executive Diractors who saw a growing need for the Fund's resources
and, therefore, for a relatively large increase in quotas, and Executive
Directors who felt that the need would be diminishing during the 1580s.

Mr. Prowse remarked that the proposed text seemed to suggest that
the payments imbalances requiring conditional financing could be expected
to diminish later in the 1980s and, therefore, there would be less need
for Fund resources then than at present. ' ‘

Mr. Anson commented that the words "size of the” in the final sentence
seemed unnecessary. The actual size of the payments imbalance requiring
initial financing might well increase in the 1980s because of inflation,
but the main point of the Ttext was that the pressure of the imbalances
could be expected to diminish later in the decade.

Mr. Dallara commented that Mr. Anson’'s proposed addition to the
text of the final sentence was useful. Mr. Prowse's concern could perhaps
be met by substituting the word "moderate” for "diminish"” in the final
sentence.

Mr. Anson suggested that the words "by the Fund” should be added
after the word "financing”™ in the final sentence, and the words "implying
a lesser need for the use of Fund resources” could be deleted.

The Executive Directors agreed that paragraph 6 should read:

In their discussion on the likely need by members for Fund
resources during the 1980s, most Directors are of the view that
the need for Fund support of members' balance of payments adjust-
ment programs cannot be expected to diminish in the years ahead,
especially in the light of uncertainties and difficulties in the
financial system that are, inter alia, associated with the ser-
vicing of international debt and related capital flows. These
Directors believe that the increase in quotas under the Eighth
General Review needs to be sufficiently large for the Fund to
finance an appropriate level of access to its resources to pro-
mote adjustment. Some Directors hold the view that, following
the exceptionally widespread adjustment efforts currently being
supported by the Fund, payments imbalances that would require
conditional financing -~y the Fund can be expected to moderate
later in the decade.
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Paragraph 7

Mr. Dallara suggested that the following sentence be added to the
seventh Iine: "A number of Directors have indicated that they could support
an increase in the size of the Fund to within the range of SDR 85-100 bil-
lion.” The text could then say that “"some of these Directors believe that
an increase in quotas of 50 per cent to somewhere in the arder of SDR 90 bil-
lion is a minimum.” He would not necessarily wish the text to imply that
chalrs in addition to his own preferred an increase to SDR 85 billioun. If
the additional sentence that he had read was accepted, he was willing to
see the final sentence of the present text deleted.

Mr. Anson stated that Mr. Dallara's proposal was acceptable.

Mr. Joyce sald that he could accept Mr. Dallara's suggestion if it
was amended to read: "A number of Directors have ifndicated that they could
support a total size of the Fund within the range of SDR 85-90 billion.
In the course of the discussion, most Directors have indicated that an
icrease in the Fund to SDR 100 billion would be acceptable.” He, for
one, did not wish to be included among the Executive Directors who favored
a range beginning at SDR 85 billion.

Mr. Malhotra considered that the text should be left as it was, as
it adequately reflected the various positions that Executive Directors
had taken. Many of the Executive Directors who were willing to accept
the figure of SDR 100 billion were already making a considerable compromise.

Mr. Laske stated that he could accept the sentence suggested by
Mr. Dallara and welcomed the proposal for deleting the final sentence.

Mr. Hirao szid that he too favored the range that Mr. Dallara had
suggested, namely, SDR 85-100 billion.

Mr. Prowse remarked that the position of one of his countries fell
within the range of SOR 85-100 billion; therefore, Mr. Dallara's proposal
was acceptable. It would in any event be of more practical use than the
- original text.

Mr. Laske commented that he took Mr. Dallara's suggestion to cover
all Executive Directors who could accept a figure between SDR 85 billion
and SDR 100 billion. That range covered his position, as he had consis~
tently favored a 50 per cent increase in quotas.

The Chairman remarked that an advantage of Mr. Dallara's proposal
was that it would enable the Executive Board to agree to eliminate the
final sentence of the text. As a rule, it was best to avoid isolating a
single country in descrlbing the Executive Directors' various positions
on an 1ssue.
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Miss Le Lorier commented that the words "in a spirit of cowmpromise”
could usefully be added to the opening sentence. They would show that
Executive Directors had not abandoned their long-held preferences on the
size of the overall increase, and that views on the size had narrowed
because Directors were willing to compromise.

Mr. Joyce said that he was pleased to include a sentence noting the
range of SDR 85-100 billion to avoid isolating the position of the United
States in the report. Mr. Polak's version would be acceptable, 1f it said
that most of the Executive Directors concerned favored an lncrease to
SDR 100 billion, and some of them were only prepared to go as high as
SDR 90 billion.

Mr. Polak commenied that Mr. Dallara's proposed sentence would be
acceptable 1f it said that some of the Executive Directors covered by the
range of SDR 85-100 billion believed that an increase to somewhere in the
order of SDR 90 billion was the minimum, while others felt that SDR 100 bil-
lion was the minimum. ‘

Mr. Malhotra considered that, if the range of SDR 85-100 billion was
to be mentioned, it would also be appropriate to note that some Executive
Directors favored an increase to SDR 125 billion. Accordingly, the text
could gay that "those Directors who believed that an lncrease in the size
of the Fund to the order of SDR 125 billion would be appropriate were of
the view that a minimum size of SDR 100 billic~ could be an acceptable
compromise.”

After a further brief discussion, Mr. Joyce suggested that, after
mentioning that some Executive Directors favored a doubling of present
quotas, the text could state that the same Directors were prepared to
accept an nverall size of the Fund of SDR 100 billion as a minimum.

Mr. Polak remarked that it would be desirable to shéw, more clearly
than Mr. Dallara's language would, the posirions of the Executive Directors
who favored an overall size of the Fund in the range of SDR 85-100 billion.

Mr. Anson said that it might be best to mention, first, the group
of Executive Directors who favored a doubling of quotas, and second, the
group that was covered by an overall increase in quotas to SDR 85-100
billion. The text could then state that some of the Executive Directors
did not feel that a doubling would be appropriate and could support a total
size in the range of SDR 85-100 billion, and that some of them felt that
a 50 per cent increase in quotas was a mininum.

After a further brief debate, the Executive Directors agreed that
the text should read:

In the light of these considerations, Directors' views on
the size of the overall increase, which, in a spirit of compro-
mise, have narrowed considerably since the last meeting of the
Committee, may be summarized as follows:
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(1) Most Directors believe that an approximate doubliing
of the Fund's quotas, from the present total of
SDR 61.1 billion to SDR 125 billion, would be
appropriate. Some of these Directors are of the
view that more than a doubling of present quotas
is needed. All of them could accept an overall
gize of the Fund of SDR 100 billion as a minimum.

(11) Other Directors have indicated that they could
support an overall size of the Fund that lies
within the range nf SDR 853-100 billion, and some
of these Directors belleve that am increase in
quotas of 50 per cent to the order of SDR 90 bil-
lion is a minimum.

(11i) In the course of discussion, most Directors have
indicated that an increase in Fund quotas to
SDR 100 billion would be acceptable.

Paragraph 8

Mr. Prowse suggested that the first sentence could be shortened to
read: "A number of Directors believe that if the total of Fund quotas is
less than SDR 125 billion, the imterval....” 1In addition, adding the
words "without a reduction in the normal review period” to the final
sentence would clarify the intention of the text.

Mr. Dallara commented that the final sentence could usefully be
changed to read: "The view is also put forward that the acceleration
in the timetable for completing the Eighth General Review, with a view
to having the new quotas come into effect 1in late 1983 or early 1984,
rather than late 1983, would have the result that the start of the period
for the next review of quotas would be effectively advanced.”

The Executive Directors accepted the proposed text, as amended by
Mr. Prowse and Mr. Dallara. »

The Executive Directors agreed to contlnue their discussion on the
draft report on Jaunuary 13, 1983.

APPROVED: June 22, 1983

JOSEPH W. LANG, JR.
Acting Secretary



