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1. WORK. PROGRAM 

The Chai rman,  n o t i n g  t h a t  t h e  d i s c u s s i o n  o f  t h e  World Economic O u t l o o k  
had been p l anned  f o r  J u n e  1, 1983, e x p l a i n e d  t h a t  i t  had n o t  proved 
p o s s i b l e  t o  p r e p a r e  s p e c i a l  background material  i n  time f o r  a mee t ing  on 
t h a t  d a r e ,  becal iss  t h e  work u n d e r  way h a d  been  more d i f f i c u l t  and t i m e -  
consuming t h a n  i n i t i a l l y  e x p e c t e d ,  T h e r e  were t h r e e  p o s s i b l e  c o u r s e s  o f  
a c t i o n :  t h e r e  might  be no d i s c u s s i o n  o f  t h e  World Economic Ou t look  b e f o r e  
t h e  one  s c h e d u l e d  f o r  September  9, p r e c e d i n g  t h e  Annual Meet ing;  t h e  
d i s c u s s i o n  c o u l d  t a k e  p l a c e  as  p l a n n e d ,  on t h e  b a s i s  o f  t h e  documents 
a l r e a d y  i s s u e d  i n  c o n n e c t i o n  b i t h  t h e  p u b l i c a t i o n  of t h e  s u r v e y  of t h e  
World Economic O u t l o o k  i n  mid-June; o r  t h e  q u e s t i o n  c o u l d  be l e f t  open ,  
k e e p i n g  i n  mind t h e  p o s s i b i l i t y  of a d i s c u s s i c n  toward t h e  end of J u n e .  
The l a s t  c o u r s e  might  be t h e  b e s t  because  i t  would g i v e  E x e c u t i v e  D i r e c t o r s  
more time t o  c o n s i d e r  b o t h  t h e  d o c u m e n t a t i o n  p r e p a r e d  by the s t a f f  and 
t h e  outcome of t h e  W i l l i a m s b u r g  Summit. He would welcome E x e c u t i v e  
D i r e c t o r s  ' views .  

M r .  D a l l a r a  and Mr. T a y l o r  c o n s i d e r 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  t h e  wurld economic  s i t u a t i o n  i n  t h e  s e t t i n g  of t h e  p o l i c y  i s s u e s  
t h a t  were be ing  t a k e n  up  i n  t h e  months  a h e a d ,  b e g i n n i n g  w i t h  t h e  d i s c u s s i o n  
a t  t h e  p r e s e n t  mee t ing  on e n l a r g e d  access. However, t h e y  were r e a d y  t o  
s u p p o r t  t h e  Cha i rman ' s  compromise p r o p o s a l .  Mr. Grosche  ._ a g r e e d .  

E x e c u t i v e  D i r e c t o r s  a c c e p t e d  t h e  Cha i rman ' s  p r o p o s a l  t o  s c h e d u l e  t h e  
d i s c u s s i o n  of t h e  World Economic O u t l o o k  toward t h e  end of J u n e  o r  t h e  
S c g i n n i n g  of J u l y .  

2. MAURITIUS - 1983 ARTICLE I V  CONSULTATION, AND STAND-BY ARRANGEMENT 

The E x e c u t i v e  E r e c t o r s  c o n s i d e r e d  t h e  s t a f f  r e p o r t  f o r  t h e  1983 
Ar t i c l e  IV c o n s u l t a t i o n  w i t h  M a u r i t i u s ,  t o g e t h e r  w i t h  a r e q u e s t  from 
M a u r i t i u s  f o r  a s t and-by  a r r a n g e m e n t  f o r  a 2 e r i o d  of 15 months i n  an  
amount e q u i v a l e n t  t o  SDR 49.5 m i l l i o n  (EBS/83/78, 4 /20 / ' 83 ) .  They a l s o  
had  b e f o r e  them a r e p o r t  9n r e c e n t  economic  deve lopmen t s  i n  M a u r i t i u s  
(SM/83/67, 5 / 4 / 8 3  1 - 

M r .  T s h i s h i m b i  made t h e  f o l l o w i n g  s ta tement :  

I n  1979 ,  t h e  M a u r i t i a n  a u t h o r i t i e s  i n i t i a t e d  a n  a d j u s t m e n t  
program,  s u p p o r t e d  by  t h r e e  s u c c e s s i v e  s t and-by  a r r a n g e m e n t s ,  
which h a s  been s u c c e s s f u l l y  implemented .  The program was a i n e d  
a t  r e d u c i n g  t h e  l a r g e  i n t e r n a l  and e x t e r n a l  f i n a n c i a l  i m b a l a n c e s  
t h a t  emerged a f t e r  t h e  s u g a r  boom of t h e  mid-1970s and t h e  
u n f a v o r a b l e  c l i m a t i c  c o n d i t i o n s  p r e v a i l i n g  i n  1981 and 1982, 

Economic d e v e l o p m e n t s  i n  1981/82  and i n  1985/83 were c h a r a c -  
t e r i z e d  by a s u b s t a n t i a l  r e c o v e r y  i n  t h e  a g r i c u l t u r a l  s e c t o r ,  
c h i e f l y  s u g a r c a n e ,  and i n  t h e  m a n u f a c t u r i n g  s e c t o r .  T h e  a n n u a l  
growth  r a t e  of r e a l  GDP a v e r a g e d  more t h a n  6 p e r  c e n t  d u r i n g  t h e  



p e r i o d .  
i n  1980181 t o  13 per cent  i n  1981182,  ma in ly  as a r e s u l t  of 
p r u d e n t  demand management p o l i c i e s  u n d e r t a k e n  by t h e  a u t h o r i t i e s .  
T h e  inflation r a t e  i s  e s t i m a t e d  t o  f a l l  f u r t h e r  t o  a b o u t  9 p e r  
c e n t  i n  1982183. 

The r a t e  o f  i n f l a t i o l l  d e c l i n e d  f rom a b o u t  27 p e r  c e n t  

I n . t h e  f i s c a l  f i e l d ,  t h e  a u t h o r i t i e s  r educed  t h e  ra te  of 
government s p e n d i n g  and  s u c c e e d e d  i n  m a i n t a i n i n g  t h e  share of 
nongran t  revenue  as a p r o p o r t i o n  of GDP d u r i n g  t h e  same p e r i o d .  . 
The o v e r a l l  f i s c a l  d e f i c i t  t h u s  d e c l i n e d  f rom 1 4  p e r  c e n t  of  
GDP i n  1980181 t o  13 per c e n t  i n  1981182, and  i s  p r o j e c t e d  t o  
d e c l i n e  f u r t h e r  t o  11 per c e n t  of GDP i n  1982183. 
t a r y  s e c t o r ,  t h e  s u c c e s s f u l  r e s u l t s  of a n  a c t i v e  i n t e r e s t  r a t e  
p o l i c y  t o g e t h e r  w i t h  t h e  d e c l i n i n g  r a t e  o f  i n f l a t i o n  have  con- 
t r i b u t e d  t o  r e s t r a i n i n g  c r e d i t  e x p a n s i o n .  On t h e  e x t e r n a l  
f r o n t ,  t h e  c u r r e n t  a c c o u n t  d e f i c i t ,  e x c l u d i n g  t r a n s f e r s ,  h a s  
been s h a r p l y  r educed  f rom 1 7  per c e n t . o f  GDP i n  1980181 t o  8 per 
c e n t  i n  1981182, r e f l e c t i n g  i n  pa r t  t h e  e f f e c t  of  t h e  Sep tember  
1981 d e p r e c i a t i o n  of t h e  M a u r i t i a n  r u p e e ,  and  m a i n l y  a r e c o v e r y  
of e x p o r t s  f rom t h e  c y c l o n e .  The o v e r a l l  b a l a n c e  of payments 
d e f i c i t  f e l l  f rom SDR 60 m i l l i o n  i n  1980181 t o  SDR 2 m i l l i o n  i n  
1981182. 

In t h e  mone- 

Al though t h e  b a l a n c e  of payments medium-term o u t l o o k  i s  
f a v o r a b l e ,  f o r  1983184 t h e  c u r r e n t  a c c o u n t  d e f i c i t  i s  p r o j e c t e d  
t o  d e t e r i o r a t e ,  owing l a r g e l y  t o  h i g h e r  i m p o r t  p r i c e s ,  and t h e  
o v e r a l l  b a l a n c e  of payments  d e f i c i t  i s  e x p e c t e d  t o  .rise t o  
SDR 31 m i l l i o n .  The M a u r i t i a n  a u t h o r i t i e s  8re commit ted  t o  
p u r s u i n g  f u r t h e r  a d j u s t m e n t  p o l i c i e s  and  have  t h e r e f o r e  t a k e n  new 
measures f o r  which  t h e y  s e e k  Fund s u p p o r t  unde r  a new s t and-by  
a r r angemen t .  The new program i s  p r i n c i p a l l y  aimed a t  a f u r t h e r  
r e d u c t i o n  of t h e  e x t e r n a l  c u r r e n t  a c c o u n t  d e f i c i t  t o  a s u s t a i n a b l e  
l e v e l ,  a n  improvement i n  t h e  a l l o c a t i o n  o f  r e s o u r c e s ,  and a n  
i n c r e a s e  i n  employment. 

To r e v i v e  economic a c t i v i t y ,  t h e  a u t h o r i t i e s  have  f o r m u l a t e d ,  
i n  c o o p e r a t i o n  w i t h  t h e  World Bank, a p u b l i c  s e c t o r  i n v e s t m e n t  
program f o r  1983-86, t u  be  s u p p o r t e d  by a s t r u c t u r a l  a d j u s t m e n t  
l o a n .  The o b j e c t i v e s  of . h e  program are  t o  r e d u c e  t h e  h i g h  Leve l  
of unemployment t h r o u g h  t h e  e x p a n s i o n  of e x p o r t - p r o c e s s i n g  
i n d u s t r i e s  and  t o u r i s m ,  and  t o  r e d u c e  t h e  economy's  h i g h  depen- 
d e n c e  on o i l  i m p o r t s  by  s u b s t i t u t i n g  l o c a l  e n e r g y  r e s o u r c e s .  
A s  w e l l  d e s c r i b e d  i n  t h e  s t a f f  r e p o r t ,  f u t u r e  i n v e s t m e n t  programs 
M i l l  be governed  by s t r i c t  p r o j e c t  s e l e c t i o n  c r i t e r i a ,  name ly ,  
t h e i r  economic v i a b i l i t y ,  t h e i r  l o w  r e c u r r e n t  c o s t  i m p l i c a t i o n s ,  
t h e i r  l o w  f o r e i g n  exchange  r e q u i r e m e n t ,  and  t h e  c r e a t i o n  of 
p r g d u c t i v e  employment o a t s i d e  t h e  s u g a r  s e c t o r ,  p a r t i c u l a r l y  i n  
t h e  ~ X ~ O K ;  s e c t o r .  

I n  t h e  f i s c a l  s e c t o r ,  t h e  a u t h o r i t i e s  a im a t  l i m i t i n g  t h e  
o v e r a l l  budget  d e f i c i t  t o  11 per c e n t  of GDP i n  1982183. I r i  

t h i s  c o n n e c t i o n ,  t h e y  have  r e d u c e d  c e r t a i n  r e c u r r e n t  e x p e n d i t u r e s  



and p l a c e d  a m o r a t o r i u m  on  r e c r u i t m e n t  of  c i v i l  s e r v a n t s .  For 
t h e  1983184 b u d g e t ,  which  i s  u n d e r  p r e p a r a t i o n ,  t h e y  p ropose  t o  
make f u r t h e r  r e d u c t i o n s  i n  c u r r e n t  e x p e n d i t u r e ,  and c a p i t a l  
e x p e n d i t u r e  w i l l  be l i m i t e d  t o  9 p e r  c e n t  of GDP. On t h e  r evenue  
s i d e ,  t h e  s c o p e  of t h e  s a l e s  t a x  w i l l  be  widened. The s y s t e m  of 
impor t  d u t y  e x e m p t i o n s  w i l l  be r a t i o n a l i z e d .  The  a d m i n i s t r a t i o n  
of  d i r e c t  t axes  w i l l  be  improved  a n d  t h e  b a s e  widened.  O t h e r  
measures  t o  improve r e v e n u e  r e c e i p t s  i n c l u d e  p l a n s  t o  u n i f y  t h e  
r evenue  s e r v i c e  w i t h  Fund t e c h n i c a l  a s s i s t a n c e ,  and a PAYE scheme. 
These  measu res  a re  aimed a t  a f u r t h e r  r e d u c t i o n  of t h e  f i s c a l  
d e f i c i t  t o  8.5 p e r  c e n t  i n  1983184. 

I n  t h e  mone ta ry  f i e l d ,  t o t a l  c r e d i t  e x p a n s i o n  and increases  
i n  n e t  c r e d i t  t o  t h e  Government  w i l l  be l i m i t e d  t o  20 p e r  c e n t  
and 2 4  per  c e n t ,  r e s p e c t i v e l y .  Moreover ,  a p p r o p r i a t e  c r e d i t  
c e i l i n g s  on a q u a r t e r l y  b a s i s  w i l l  be a d o p t e d  i n  c o n s u l t a t i o n  
w i t h  t h e  Fund. The  a u t h o r i t i e s  a l s o  i n t e n d  t o  m a i n t a i n  t h e i r  
f l e x i b l e  approach  t o  i n t e r e s t  r a t e  p o l i c y  and  e n c o u r a g e  t h e  
banks t o  i n t e n s i f y  c o m p e t i t i o n  i n  o r d e r  t o  m o b i l i z e  d e p o s i t s .  ' 

C e i l i n g s  on l e n d i n g  ra tes  h a v e  been  removed,  a d e c i s i o n  t h a t ,  
t o g e t h e r  w i t h  t h e  changes  i n  t h e  banks '  reserve r e q u i r e m e n t s ,  
s h o u l d  pave t h e  way t o  t h e i r  f u l l  p a r t i c i p a t i o n  i n  t h e  f i n a n c i n g  
needs  of t h e  ccoriomy. 

- 

My M a u r i t i a n  a u t h o r i t i e s  a g r e e  b r o a d l y  w i t h  t h e  s t a f f ' s  
a s s e s s m e n t  o f  t h e  economy's  pe r fo rmance .  They are t h e r e f o r e  of 
t h e  view t h a t  w i t h  t h e i r  commitment t o  f u r t h e r  p o l i c y  a d j u s t m e n t s  
toward r e s t o r i n g  i n t e r n a l  and  e x t e r n a l  e q u i l i b r i u m ,  t h e  Fund w i l l  
a g a i n  p r o v i d e  t h e  n e c e s s a r y  s u p p o r t  f o r  t h e  a t t a i n m e n t  of  t h e i r  
o b j e c t i v e s .  

Mr. Jayawardena  no ted  t h a t  M a u r i t i u s  had implemented t h r e e  s u c c e s s i v e  
s tand-by  a r r a n g e m e n t s  w i t h  t h e  Fund s i n c e  l a t e  1979.  The p roposed  15-month 
s tand-by  a r r angemen t  f o r  1983184 was i n  c o n t i n u a t i o n  of t h e  p a s t  a r r a n g e -  
ments ,  unde r  which a s u b s t a n t i a l  d e g r e e  o f  a d j u s t m e n t  had been a c h i e v e d .  

M a u r i t i u s ' s  b e i n g  a h e a v i l y  c y c l o n e - p r o n e  c o u n t r y  i n  t h e  ' Ind ian  Ocean 
a c c o u n t e d  f o r  t h e  p redominan t  c u l t i v a t i o n  of s u g a r ,  a c r o p  t h a t  w i t h s t o o d  
a d v e r s e  w e s t h e r  b e t t e r  t h a n  most  o t h e r s ,  Mr. Jayawardena  remarked .  Suga r  
was t h e  m a i n s t a y  of  t h e  economy, c o v e r i n g  o v e r  90 p e r  c e n t  of  a r a b l e  l a n d  
and a c c o u n t i n g  f o r  60 p e r  c e n t  of e x p o r t s .  However, g i v e n  t h e  l i m i t e d  
scope  f o r  t h e  e x p a n s i o n  of  a r a b l e  l a n d  and  t h e  need  t o  d i v e r s i f y  t h e  
economy, t h e  a u t h o r i t i e s  had a d o p t e d  a n  e x p o r t - o r i e n t e d  growth  s t r a t e g y ,  
e s p e c i a l l y  th rough  i n d u s t r i a l  devs lopmec t  i n  e x p o r t  p romot ion  z o n e s ,  and 
t h e  a c t i v e  promot ion  of t o u r i s m .  "bey were a l s o  t r y i n g  t o  promote i n t e r -  
c u l t i v a t i o n  of food  c r o p s  and  s u g a r  w i t h  t h e  hope o f  becoming s e l f -  
s u f f i c i e n t  in food by 1987. 

I t  was n o t e w o r t h y ,  IYr. JayawardeLia c o n t i n u e d ,  t h a t  a f t e r  a s u b s t a n t i a l  
d e c l i n e  i n  1980/81, economic  growth  had been m a i n t a i n e d  a t  6 . 5  per  c e n t  a 
y e a r  d u r i n g  t h e  two f o l l o w i n g  y e a r s ,  d e s p i t e  t h e  weak demand f o r  s u g a r  and 
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d i f f i c u l t i e s  i n  e x p a n d i n g  e x p o r t s  d u e  to  g r w i n g  p r o t e c t i o n i s m  i n  t t a d i -  
t i o n a l  m a r k e t s .  C l e a r l y ,  m a i n t e n a n c e  of t h a t  momentum f o r  growth  would 
r e q u i r e  great p e r s e v e r a n c e  in .  t h e  coming years. I t  was d i s c o n c e r E t n g  
to note  some e v i d e n c e  t h a t  unemployment hau r i s e n  since-  1979. R e g i s t e r e d  
unemployment s t o o d  a t  t h e  h i g h  r a t e  o f  20 per cent ,  b u t  t h e  figure was 
p o s s i b l y  d i s t o r t e d .  N e v e r t h e l e s s ,  i f  economic g rowth  d i d  no t  Lead t o  a 
s i g n i f i c a n t  d e c r e a s e  on unemployment ,  i t  migh t  be p r u d e n t  f o r  t h e  a u t h o r -  
i t i e s  t o  examine  t h e  c a u s e s  and  t a k e  r e m e d i a l  measu res  by d e v i s i n g  appro -  
p r ia te  employmen t -o r i en ted  p o l i c i e s  and removing  s t r u c t u r a l  b o t t l e n e c k s .  
I n  t h a t  r e g a r d ,  h e  welcomed t h e  Governmen t ' s  e m p h a s i s  on employment 
g e n e r a t i o n  as t h e  p r i m a r y  t a r g e t  o f  economic  p o l i c y  and t h e  c o n t e m p l a t e d  
m e a s u r e s  t o  e l i m i n a t e  r i g i d i t i e s  i n  t h e  labor m a r k e t .  

The ma jo r  a d j u s t m e n t  had  been  i n  c a p i t a l  e x p z d i t u r e s ,  Mr. J a y a w a r d e n a  
o b s e r v e d ,  and  h e  was g l a d  t h a t  f u t u r e  s a v i c g s  in c u r r e n t  e x p e n d i t u r e s  
were c o n t e m p l a t e d .  H e  t o o k  n o t e  of t h e  g r a d u a l  r e d u c t i o n  of f o o d  s u b s i d i e s .  
H e  a l s o  welcomed t h e  r e f o r m s  of t h e  tax s y s t e m  a n d  a d m i n i s t r a t i o n ,  a n d  he 
hoped t h a t  a g r a d u a l  t r a n s i t i o n  would b e  made f rom i n d i r e c t  t o  d i r e c t  
t a x a t i o n .  
c e n t  of GDP i n  1 9 8 0 / 8 1  t o  10.9 p e r  c e n t  i n  1982183 was welcome, as was 
t h e  e x p e c t a t i o n  t h a t  i t  wou ld  be r e d u c e d  f u r t h e r  d u r i n g  t h e  p rcg ram p e r i o d  
t o  8.5 p e r  c e n t  of GDP. 

The $regressive r e d u c t i o n  of t h e  f i s c a l  d e f i c i t  from 13.9 p e r  

The a u t h o r i t i e s  had p u r s u e d  f l e x i b l e  mone ta ry  and  c r e d i t  p o l i c i e s  
s ince 1981, Mr. J a y a w a r d e n a  commented. 
e l i m i n a t e d ,  and  i n t e r e s t  r a t e s  were a t  p r e s e n t  p o s i t i v e .  The a l l o c a t i o n  
o f  c r e d i t  by t h e  c e n t r a l  bank  had been  made s u b j e c t  t o  more f l e x i b l e  and  
i n d i c a t i v e  c e i l i n g s  i n  p l a c e  of t h e  f i x e d  c e i l i n g s .  Those  p o l i c i e s ,  a n d  
t h e  p romot ion  of i n t e r b a n k  c o m p e t i t i o n ,  a p p e a r e d  t o  have  a l r e a d y  y i e l d e d  
p o s i t i v e  resul ts .  The Government  s t i l l  seemed t o  r e q u i r e  a l a r g e  s h a r e  
o f  a v a i l a b l e  c r e d i t ,  b u t ,  w i t h  t h e  g r e a t e r  f i s c a l  d i s c i p l i n e  e n v i s a g e d  
I n  t h e  program, t h e  s i t u a t i o n  c o u l d  b e  e x p e c t e d  t o  improve .  

I n t e r e s t  r a t e  c e i l i n g s  -had been  

The c u r r e n t  accw.int d e f i c i t  a s  a r a t i o  of G9P had d e c l i n e d  f rom 
15.4 p e r  c e n t  i n  1980181 t o  6.5 p e r  c e n t  i n  1 9 8 2 1 8 3 ,  and was e x p e c t e d  t o  
d e c l i n e  f u r t h e r  t o  4.6 p e r  cen t  u n d e r  t h e  p roposed  s t and-by  program,  
M r .  J ayawardena  n o t e d .  I t  was a s t r o n g  a d j u s t m e n t ,  i n  h i s  v i e w ,  and  
d e s e r v e d  comnendat ion .  P a s t  payments  d e f i c i t s  had been f i n a n c e d  e s s e n -  
t i a l l y  by Z u r o c u r r e n c y  b o r r o w i n g  and  b i l a t e r a l  a i d ,  a n d  t h e  d e b t  s e r v i c e  
r a t i o  had  r i s e n  s h a r p l y .  The  r a t i o  w a s  e s t i m a t e d  t o  peak i n  1 9 8 3 / 8 4  a t  
23.2 p e r  c e n t  of e x p o r t s  of goods  and s e r v i c e s ,  and t o  d e c l i n e  t h e r e a f t e r  
t o  1 9  p e r  c e n t  by 1986/87. F o r t u n a t e l y ,  t h e  Government d i d  n o t  h a v e  a n y  
short- te i . : .  e x t e r n a l  d e b t ,  a n d  i t  i n t e n d e d  t o  modera t e  f u r t h e r  r e s o r t  t o  
external  bo r rowing .  

He welcomed t h e  d e t a c h m e n t  o f  t h e  M a u r i t i a n  r u p e e  from t h e  SDR i n  
Vchruary  1983 ,  and  i t s  pegging  t o  a b a s k e t  of c u r r e n c i e s  t h a t  b e t t e r  
r e f l e c t e d  t h e  c o u n t r y ' s  t r a d i n g  p a t t e r n s ,  M r .  J ayawardena  s t a t e d .  I n  a n  
open economy w i t h  a n  e x p o r t - l e d  g rowth  s t r a t e g y ,  t h e  need t o  m a i n t a i n  a 
f l e x i b l e  and c o m p e t i t i v e  exchange  r a t e  needed  t o  be u n d e r s c o r e d .  tIe was 
a l s o  g l a d  t h a t  M a u r i t i u s  m a i n t a i n e d  a r e l a t i v e l y  l i b e r a l  t r a d e  a n d  payments  
r eg ime .  

http://accw.int
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As f o r  i nves t inen t  arid p r o d u c t i o n  p o l i c i e s ,  Flr. J ayawardena  r emarked ,  
t h e  World Bank's s t r u c t u r a l  a d j u s t m e n t  l e n d i n g  t o  M a u r i t i u s  s h o u l d  p r o v e  
h e l p f u l  i n  d i v e r s i f y i n g  t h e  economy. As t h e  Bank e n v i s a g e d ,  much c o u l d  
be g a i n e d  by improv ing  e f f i c i e n c y  i n  t h e  p a r a s t a t a l  s e c t o r  and t h r o u g h  
e n e r g y  subs  t i t  u t ior, .  

Wage p o l i c y  c o u l d  p l a y  3 c r u c i a l  r o l e  i n  p romot ing  employment, 
Mr. Jayawardena  c o n s i d e r e d .  B r e a k i n g  t h e  l i n k  between wage a d j u s t m e n t s  and  
t h e  c o s t  of l i v i n g  i n d e x ,  and  t h e  abandonment of g e n e r a l  wage n e g o t i a t i o n s  
a t  t h e  n a t i o n a l  l e v e l ,  c o u l d  l e a d  t o  g r e a t e r  e f f i c i e n c y  and c o m p e t i t i v e n e s s .  
As f o r  p r i c i n g  p o l i c i e s ,  t h e  Government had a p p r o p r i a t e l y  t a k e n  t h e  v i e w  
t h a t  a d m i n i s t e r e d  p r i c e s  s h o u l d  c o v e r  c o s t s ,  and t h e  movement t o  scale  down 
food  s u b s i d i e s  was commendable. The a u t h o r i t i e s  might a l s o  c o n s i d e r  w h e t h e r  
p r ice  c o n t r o l s  were needed  on  s u c h  a wide r a n g e  of commodi t ies .  

Mr. P i c k e r i n g  remarked t h a t  t h e  program u n d e r  t h e  proposed  s t and-by  
a r r angemen t  a p p e a r e d  l i k e l y  t o  a l l o w  M a u r i t i u s  t o  c o n t i n u e  i t s  good p e r f o r -  
mance under  t h e  th ree  p r e v i o u s  a r r a n g e m e n t s .  T h e  comprehens ive  s e t  of 
p o l i c i e s  c o u r a g e o u s l y  f o l l o w e d  by t h e  a u t h o r i t i e s  s i n c e  l a t e  1979 had 
r e s u l t e d  i n  a w i d e s p r e a d  improvement i n  t h e  economy, d e s p i t e  s e v e r a l  
a d v e r s e  deve lopmen t s ,  i n c l u d i n g  exogenous f a c t o r s  r e l a t i n g  t o  bad w e a t h e r  
and t h e  g l o b a l  r e c e s s i o n .  

T h e  n e c e s s i t y  f o r  ' ~ d u c i n g  t h e  h igh  l e v e l  of unemployment, and  t h e  
f a c t  t h a t  n e i t h e r  t h e  s g g a r  i n d u s t r y  no r  t h e  p u b l i c  s e c t o r  seemed t o  
p r o v i d e  scope  f o r  ? \ i s '  . : i n a b l e  increases i n  employment, l e d  him t o  e n d o r s e  
t h e  s t r a t e g y  of t h e  M a u r i t i a n  a u t h o r i t i e s  f o r  improv ing  t h e  p r o d u c t i v i t y  
and c o m p e t i t i v e n e s s  of t h e  n o n s u g a r  e x p o r t  s e c t o r  and t o u r i s m ,  Mr. P i c k e r i n g  
c o n t i n u e d .  I n  t h a t  respec t ,  i t  was c r u c i a l  t h a t  t h e  a u t h o r i t i e s  s h o u l d  
a c c e p t  a second s t r u c t u r a l  a d j u s t m e n t  l o a n  from t h e  World Bank, and i t  
was e n c o u r a g i n g  t h a t  d i s c u s s i o n s  were a t  a n  advanced  s t a g e .  However, 
p r o g r e s s  i n  d i v e r s i f y i n g  e x p o r t s  was l i k e l y  t o  be s1Gw; i t  would depend 
n o t  o n l y  on i n t e r n a l  d e v e l o p m e n t s  bu t  a l s o  on s u s t a i n e d  w o i l d  r e c o v z r y  
and t h e  hoped-for  r e d u c t i o n  i n  p r o t e c t i o n i s m  i n  many of M a u r i t i u s ' s  
p o t e n t i a '  e x p o r t  marke t s .  

The d e c l i n e  i n  t h e  o v e r a l l  f i s c a l  d e f i c i t  f c r  1 9 8 0 / 8 1  t o  1982/83  w a s  
t o  be commended, Mr. P i c k e r i n g  r e m a r k e d ,  a s  i t  r e p r e s e n t e d  a c o n t i n u e d  
and de te rmined  e f f o r t  t o  c o r r e c t  t h e  i m b a l a n c e s  i n  t h e  government  accour i t s .  
N o n e t h e l e s s ,  t h e  o v e r a l l  F i s c a l  d e f i c i t  f o r  t h e  coming year of 8.5 p e r  c e n t  
of GDP was not s u s t a i n a b l e ,  and  f u r t h e r  p r o g r e s s  i:i t h a t  r e s p e c t  w o u l d  be  
i m p o r t a n t .  The a u t h o r i t i e s  were  r i g h t  t o  p l a c e  e m p h a s i s  on r e s t r a i n i n g  
t h e  growth of c u r r e n t  e x p e n d i t u r e s  c u r r e n t l y  above  25 p e r  c e n t  cf CDF.  
Zowever, e f f e c t i v e  c a p i t a l  s p e n d i n g  would a l s o  be i m p o r t a n r ,  i n  c o n t r a s t  
t o  t h e  i n a p p r o p r i a t e  p u b l i c  s e c t o r  i n v e s t m e n t  program purscieci by t h e  
a u t h o r i t i e s  f o l l o w i n g  t h e  s u g a r  boom of  t h e  mid-1970s. I t  was p e r h a p s  
w o r t h  r e i t e r a t i n g  t h e  s t a f f ' s  comment t h a t  t h e  scope  f o r  l a r g e  i n c r e a s e s  
i n  t a x  r evenue  a p p e a r e d  l i m i t e d .  I n  f a c t ,  t h e  s t a f f  had been more e x p l i c i t  
i n  its p a p e r  on t h e  p r e v i o u s  s t a n d - b y  a r r a n g e m e n t  (EBS/81/236, 1 2 / 7 / 8 1 ;  
LBM/81/160, 1 2 / 2 1 / 8 1 ) ,  where  i t  had n o t e d  t h a t  t h e  m a i n  way t o  o b t a i n  
a d d i t i o n a l  t a x  r evenue  would  be th rough  improved t a x  a d m i n i s t r a t i o n  and 
c o l l e c t i o n .  T h e r e f o r e ,  i t  was somewhiit d i s c o u r a g i n g  t o  n o t e  f rom t h e  
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s t a f f  r e p o r t  u n d e r  d i s c u s s i o n  t h a t  t h e  e x a m i n a t i o n  and r a t i o n a l i z a t i o n  
of t h e  tax s y s t e m  had  n o t  been c o n c l u d e d .  He u r g e d  t h e  s t a f f  and t h e  
a u t h o r i t i e s  t o  se t  a t i m e t a b l e  f o r  a n  e x a m i n a t i o n  of t h e  system's r e v i s i o n  
i n  t h e  f o r t h c o m i n g  mid-term r e v i e w .  

The e x t e r n a l  p o l i c i e s - o f  t h e  a u t h o r i t i e s  s e t  a n  example  for  o t h e r  
Fund members, M r .  P i c k e r i n g  c o n s i d e r e d ,  t h e  exchange  s y s t e m  b e i n g  f r e e  
of r e s t r i c t i o n s .  The g e n e r a l  improvement i n  t h e  c u r r e n t  a c c o u n t  d e f i c i t  
s i n c e  1980/81, d e s p i t e  some s l i p p a g e s  in t h e  c u r r e n t  year,  and  t h e  i n t e n d e d  
improvements i n  t h e  s u g a r  i n d u s t r y  a n d  t h e  n o n s u g a r  e x p o r t  s e c t o r ,  s u g g e s t e d  
t h a t  t h e  o n l y  i m p o r t a n t  r e m a i n i n g  area of concern was t h e  worr isome l e v e l  
of d e b t  s e r v i c i n g .  Even t h e r e ,  t h e  pe r fo rmance  c r i t e r i a  on c o n t r a c t i n g  
and d i s b u r s i n g  e x t e r n a l  d e b t  t h a t  had  been  a g r e e d  by r h e  Fund and M a u r i t i u s  
i m p l i e d  a n e t  r e d u c t i o n  i n  t h e  l e v e l  of n o n c o n c e s s i o n a l  loans d u r i n g  t h e  
program p e r i o d .  The d e b t  s e r v i c e  p r o f i l e  shown i n  T a b l e  7 of  EBS/83/78 
i n d i c a t e d  t h a t  by t h e  end of t h e  p e r i o d ,  t h e  d e b t  s e r v i c i n g  hump would 
h a v e  been su rmoun ted ,  and  t h a t  t h e  t r e n d  would be downward. He e n d o r s e d  
Mr. J a y a w a r d e n a ' s  comments on  wage p o l i c y  and  f o o d  s u b s i d i e s .  

The program of M a u r i t i u s  i l l u s t r a t e d  t h e  b e n e f i t s  of a series of 
c o n t i n u o u s  s tand-by  a r r a n g e m e n t s ,  w i t h i n  t h e  framework of medium-term 
a d j u s t m e n t ,  Mr. P i c k e r i n g  conc!.uded. Looking  beyond 1983184,  t h e  s t a f f  
r e p o r t s  i n d i c a t e d  t h a t  t h e r e  wouid c o n t i n u e  t o  be a need f o r  Fund assis- 
t a n c e ,  b u t  t h e  e x t e n t  t o  which  e x t e r n a l  and  i n t e r n a l  i m b a l a n c e s  were b e i n g  
reduced  i n  a n  e f f e c t i v e  and t i m e l y  manner s u g g e s t e d  t h a t  t h e  need would 
be r e d u c e d  i n  t h e  f o r e s e e a b l e  f u t u r e ,  r e f l e c t i n g  t h e  r e v o l v i n g  and  t e m p o r a r y  
n a t u r e  of Fund a s s i s t a n c e .  

M r .  Grosche  s a i d  t h a t  h e  was i n  b road  ag reemen t  w i t h  t h e  s t a f f  
app ra i sa l  and s u p p c r t e d  t h e  p r o p o s e d  d e c i s i o n s .  T h e  r e c o r d  of M a u r i t i u s  
unde r  p r e v i o u s  s t a n d - b y  a r r a n g e m e n t s  had been e n c o u r a g i n g ,  and  t h e  m e a s u r e s  
t a k e n  a t  t h e  b e g i n n i n g  of the p e r i o d  unde r  t h e  p roposed  a r r a n g e m e n t  were 
c l e a r  e v i d e n c e  of t h e  s t r o n g  d e t e r m i n a t i o n  of t h e  Government t o  c o n t i n u e  
i t s  p o l i c i e s  of a d j u s t m e n t .  

Mr. Dallara s a i d  t h a t  h e  t o o  was i n  broad  ag reemen t  w i t h  t h e  s t a f f  
a p p r a i s a l  and s u p p o r t e d  t h e  p r o p o s e d  d e c i s i o n s .  The E x e c u t i v e  Board had 
had a n  o p p o r t u n i t y  t o  comment on t h e  s u c c e s s  e n j o y e d  by t h e  M a u r i t i a n  
a u t h o r i t i e s  i n  t h e  p u r s u i t  o f  t h e i r  a d j u s t m e n t  e f f o r t s ,  s u p p o r t e d  by t h e  
Fund s i n c e  l a t e  1 9 7 9 ,  when h i s  c h a i r  had j o i n e d  o t h c r s  i n  commending t h e  
a u t h o r i t i e s  f o r  t h e  p r o g r e s s  t h a t  t h e y  had  made. A s  t h e  s t a f f  had  p o i n t e d  
o u t  i n  i t s  r e p o r t  f o r  :he 1983 A r t i c l e  IV c o n s u l t a t i o n ,  d e s p i t e  some 
a d v e r s e  d e v e l o p m e n t s ,  b o t h  i n t e r n a l  and  e x t e r n a l  i m b a l a n c e s  had been 
r educed  o v e r  t h e  p a s t  few y e a r s .  A d d i t i o n a l  measures had s i n c e  been t a k e n ,  
and t h e  program o u t l i n e d  f o r  t h e  ccming y e a r  a p p e a r e d  b r o a d l y  a p p r o p r i a t e .  

However, n o t w i t h s t a n d i n g  t h e  p r o g r e s s  made i n  r e d u c i n g  t h e  o v e r a l l  
budget  d e f i c i t ,  t h e  d e f i c i t  s t i l l  seemed t o o  h i g h ,  a s  t h e  s t a f f  a l s o  
b e l i e v e d ,  Mr. D a l l a r a  c o n t i n u e d .  The  p r e f e r r e d  approach  f o r  a c h i e v i n g  
f u r t h e r  r e d u c t i o n s  i n  t h e  f i s c a l  d e f i c i t  would be t o  r e s t r a i n  t h e  g rowth  
of r e c u r r e r ? t  e x p e n d i t u r e .  The  d d i t i o n a l  i n f o r m a t i o n  p r o v i d e d  by 
Mr. T s h i s h i m b i  on  some of  t h e  measures t h a t  t h e  a u t h o r i t i e s  i n t e n d e d  t o  
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a d o p t  seemed u n f o r t u n a t e l y  t o  emphas ize  a n  i n c r e a s e  i n  r e v e n u e  rather t h a n  
a r e d u c t i o n  i n  r e c u r r e n t  e x p e n d i t u r e s .  tie hoped t h a t  t h e  a u t h o r i t i e s  would  
r e c o n s i d e r  t h a t  mix, a n d  p e r h a p s  F i n d ,  b o t h  i n  t h e  s h o r t  term and i n  t h e  
medium t e rn ,  t h a t  a s h i f t  i n  emphas i s  toward  t h e  r e d u c t i o n  of c u r r e n t  expen- 
d i t u r e s  would be  more a p p r o p r i a t e .  Any a d d i t i o n a l  i n f o r m a t i o n  i n  t h a t  
respec t  t h a t  t h e  s t a f f  o r  Islr. T s h i s h i m b i  c o u l d  p r o v i d e  would be h e l p f u l .  

Con t inued  f l e x i b i l i t y  a n d  p ragmat i sm i n  i n t e r e s t  r a t e  and exchange  
ra te  p o l i c i e s  would be r e q u i r e d  as  t h e  program was implemented ,  Mr. Dal lara  
n o t e d ,  .if t h e  economy w a s  t o  b e n e f i t  t o  t h e  f u l l  f rom t h e  d e c i s i o n s  a l r e a d y  
t a k e n  i n  t h e  p a s t .  

Looking coward t h e  medium term, t h e  a u t h o r i t i e s  a p p e a r e d  t o  have 
r e c o g n i z e d  t h e  need  f o r  f u r t h e r  a d j u s t m e n t ,  i n  terms b o t h  of  o v e r a l l  macro- 
economic p o l i c i e s  and of s t r u c t u r a l  r e f o r m ,  Nr. Dallara obse rved .  H e  
j o i n e d  o ther :  D i r e c t o r s  i n  welcoming t h e i r  c l o s e  c o l l a b o r a t i o n  w i t h  t h e  
World Bank, a s  ev idenced  by t h e  pe r fo rmance  unde r  t h e  f i r s t  s t r u c t u r a l  
a d j u s t m e n t  l o a n  and by t h e  advanced  s t a t u s  of  t h e  d i s c u s s i o n s  r e l a t i n g  t o  
a second l o a n .  I n  a d d i t i o n ,  h e  e x p r e s s e d  a p p r e c i a t i o n  f o r  t h e  i n f o r m a t i o n  
p r o v i d e d  i n  t h e  s t a f f  r e p o r t  on  t h o s e  l o a n s .  

One c o n c e r n  f o r  t h e  medium term t h a t  was of  more g e n e r a l  a p p l i c a t i o n ,  
however ,  Mr. Dallara c o n t i n u e d ,  r e l a t e d  t o  t h e  F u n d ' s  r o l e  i n  p r o v i d i n g  
f i n a n c i n g  i n  s i t u a t i o n s  s i m i l a r  t o  t h a t  of M a u r i t i u s .  From T a b l e  6 i n  
E B S / 8 3 / 7 C .  i t  c o u l d  be s e e n  t h a t  t h e  s t a f f  e n v i s i o n e d  c o n t i n u e d  Fund 
f i n a n c i n g  Erom 1983/d4  t h r o u g h  1985186 and 1986187, a l t h o u g h  a p p a r e n t l y  
a t  a r educed  l e v e l  i n  t h e  l a t t e r  y e a r .  In d i s c u s s i n g  t h e  b a l a n c e  of  
payments  o u t l o o k  f o r  t h e  p e r i o d  a h e a d ,  t h e  s t a f f  had i n d i c a t e d  t h a t  for 
t h e  medium term i t  was r a t h e r  f a v o r a b l e ,  and i t  had men t ioned  p o l i c i e s  
and  p r o s p e c t s  t h a t  would move t h e  b a l a n c e  of  payments  toward  a more sus -  
t a i n a b l e  p o s i t i o n .  On page  2 1 ,  t h e  s t a f f  had commented t h a t  t h e  balance 
of Tayments d e f i c i t s  i n  t h e  l a t e r  y e a r s  would be f i n a n c e d  m a i n l y  by n e t  
long- te rm c a p i t a l  i n f l o w s ,  i n c l u d i n g  r e s o u r c e s  a v a i l a b l e  u n d e r  t h e  s e c o n d  
S t r u c t u r a l  Aa jus tmen t  Loan  f rom t h e  World Bank l o a n  d u r i n g  t h e  coming 
two y e a r s .  The s t a f f  went  on t o  c o n c l u d e  t h a t  M a u r i t i u s  would c o n t i n u e  
t o  need t h e  Fund ' s  f i n a n c i a l  s u p p o r t .  Yet N a u r i t i u s  had pe r fo rmed  r a t h e r  
w e l l  i n  i t s  a d j u s t m e n t  e f f o r t s  u n d e r  way f o r  t o u g h l y  t h r e e  y e a r s ,  s u p p o r t e d  
by b o t h  t h e  Fund and t h e  World Bank, and  t h e r e  was no r e a s o n  tJ  b e l i e v e  
t h a t  i t  would n o t  c o n t i n u e  t o  make p r o g r e s s  i n  t h e  few y e a r s  ahead .  A f t e r  
f i v e  t o  s e v e n  y e a r s  of c o n t i n u o u s  f i n a n c i a l  and p o l i c y  s u p p o r t  by b o t h  t h e  
Fund and t h e  World Bank, t h e  p r o v i s i o n  f o r  f u r t h e r  Fund f i n a n c i n g  seemed 
e s s e n t i a l l y  t o  be d e s i g n e d  t o  e n a b l e  t h e  a u t h o r i t i e s  t o  r e p a y  t h e  Fund f o r  
e a r l i e r  p u r c h a s e s ,  a l t h o u g h  i t  migh t  a l s o  h e l p  t o  pay f o r  t h e  e n v i s i o n e d  
a m o r t i z e  t l o n  of o u t s t a c d i n g  E u r o d o l l a r  l o a n s .  He was somewhat conce rned  
t o  know how t h e  program f o r  M a u r i t i u s ,  which would  encompass t h e  c o n t i n u a -  
t i o n  of t h e  a d j u s t m e n t  e f f o r t s  o f  t h e  p a s t ,  c o u l d  b e  r e c o n c i l e d  w i t h  t h e  
r e v o l v i n g  n a t u r e  oE t h e  F u n d ' s  r e s o u r c e s .  

Mr. A i n l e y  s a i d  t h a t  h e  a g r e e d  w i t h  t h e  main  p o i n t s  in t h e  s t a f f  
a p p r a i s a l ,  and t h a t  he s u p p o r t e d  t h e  r e q u e s t  by M a u r i t i u s  f o r  a s t and-by  
a r r a n g e m e n t .  T h e  a u t h o r i t i e s  had made commendable p r o g r e s s  i n  a d j u s t m e n t  
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o v e r  the p a s t  t h r e e  y e a r s .  
management p o l i c i e s  w i t h  Fund s u p p o r t ,  a n d  by r e o r i e n t i n g  t h e i r  d e v e l o p -  
ment s t r s t e g y  w i t h  a s s i s t a n c e  from t h e  World Bank, 'She a p p r o a c h  had b e e n  
comprehens ive  and c o n s i s t e n t ,  a n d  i t  was b e g i n n i n g  t o  show r e s u l t s .  The  
a c h i e v e m e n t s ,  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  rea l  g rowth  and  i n f l a t i o n ,  were 
i m p r e s s i v e , .  I n d e e d ,  M a u r i t i u s  o f f e r e d  a n  e n c o u r a g i n g  example  of how a 
series of one -yea r  s t a n d - b y  a r r a n g e m e n t s  c o u l d  b e  p u t  t o  e f f e c t i v e  u s e .  

They had  done  so  by a d o p t i n g  p r u d e n t  demand 

But a l t h o u g h  much had been d o n e ,  M a u r i t i u s  s t i l l  had  some way t o  go 
i n  r e s t r u c t u r i n g  i t s  economy and  f u r t h e r  r e d u c i n g  i m b a l a n c e s  t o  s u s t a i n a b l e  
l e v e l s ,  Mr. A i n l e y  r emarked .  The  a u t h o r i t i e s  r e c o g n i z e d  t h a t  f a c t ,  a n d  
t h e i r  p rogram f o r  1983 /84  seemed w e l l  d e s i g n e d  t o  meet t h o s e  o b j e c t i v e s .  
The c o n t i n u i n g  e f f o r t  t o  d i v e r s i f y  e x p o r t s  and  expand t h e  p r o d u c t i v e  b a s e  
was p a r t i c u l a r l y  welcome; i t  s h o u l d  p r b v i d e  new employment o p p o r t u n i t i e s  
and  s t r e n g t h e n  t h e  e x t e r n a l  p o s i t i o n  i n  t h e  medium term. He a l s o  welcomed 
t h e  m a i n t e n a n c e  o f  t h e  commitment t o  f i s c a l  r e s t r a i n t  and  t h e  d e c i s i o n  t o  
l i n k  f u t u r e  wage set t lements  more c l o s e l y  t o  p r o d u c t i v i t y  g a i n s .  Taken  
t o g e t h e r ,  t h e  v a r i o u s  m e a s u r e s  i n d i c a t e d  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  c o n t i n u e  t h e i r  a p p r o p r i a t e  and c o u r a g e o u s  p o l i c i e s ,  f o r  wh ich  Fund 
s u p p o r t  was f u l l y  w a r r a n t e d .  

Mr. Alhaimus s a i d  t h a t ,  a s  o t h e r  D i r e c t o r s  had i n d i c a t e d ,  t h e  r e c o r d  
of M a u r i t i u s  i n  p u r s u i n g  t h e  n e c e s s a r y  m e a s u r e s  o f  a d j u s t m e n t  had been  
commendable. T h e r e f o r e ,  h e  s u p p o r t e d  t h e  r e q u e s t  f o r  a s t and-by  a r r a n g e -  
men t . 

Mr. Kabba j  o b s e r v e d  t h a t ,  s i n c e  1979 ,  t h e  M a u r i t i a n  a u t h o r i t i e s  had 
e n b a r k e d  on a ser ies  of a d j u s t m e n t  programs r e l a t e d  t o  Fund s u p p o r t  t o  
c o r r e c t  t h e  i m b a l a n c e s  t h a t  had a p ? e a r e d  i n  t h e  economy f o l l o w i n g  t h e  
s u g a r  e x p o r t  boom i n  t h e  mid-1970s. The most r e c e n t  measu res  had been 
embodied i n  t h e  1981/82 program,  s u p p o r t e d  by a one-year  s t and-by  a r r a n g e -  
ment. The p o l i c y  o b j e c t i v e s  of t h a t  Frogram had been  a imed a t  r e s t r a i n i n g  
t h e  g rowth  of d o m e s t i c  c r e d i t ,  l i b e r a l i z i n g  i n t e r e s t  r a t e s ,  and  m a i n t a i n i n g  
a l i b e r a l  payments and  t r a d e  s y s t e m .  T h e r e  had  a l s o  been  a n  exchange  r a t e  
a d j u s t m e n t  t o  improve  t h e  e x t e r n a l  i m b a l a n c e s .  A l l  p rogram t a r g e t s  had 
been  m e t .  

The p r e s e n t  program was a c o n t i n u a t i o n  of t h e  a d j u s t m e n t  p o l i c i e s  
t h a t  t h e  a u t h o r i t i e s  had  p r e v i m s l y  u n d e r t a k e n ,  Mr. Kabbaj  o b s e r v e d ,  
The program o b j e c t i v e s  were w e l l  s u i t e d  t o  t h e  needs  of t h e  economy: 
t h e r e  would be a f u r t h e r  r e d u c t i o n  i n  t h e  b u d g e t  d e f i c i t  t o  8 .5  p e r  c e n t  
of p r o j e c t e d  GDP, a more f l e x i b l e  m o n e t a r y  p o l i c y  a imed a t  improv ing  t h e  
a l l o c a t i o n  of r e s o u r c e s ,  and  c o n t i n u e d  improvement i n  t h e  e x t e r n a l  s e c t o r .  

The rea l  s e c t o r  of t h e  economy would be a main  a rea  t o  m o v i t o r ,  
Mr. Kabba j  commented. The s u c c e s s f u l  i m p l e m e n t a t i o n  o f  t h e  program under  
t h e  s econd  S t r l i c t u r a l  Ad jus tmen t  Loan couLd p r o v e  h e l p f u l  i n  r e d u c i n g  
unemployment and  b o o s t i n g  i n d u s t r i a l  p r o d u c t i o n .  F u r t h e r  p romot ion  of 
t o u r i s m  would a l s o  b e  b e n e f i c i a l .  I t  w a s  e n c o u r a g i n g  t o  n o t e  t h a t ,  w i t h  
t h e  a s s i s t a n c e  of t h e  World Bank,  t h e  a u t h o r i t i e s  would  improve  t h e  
o p e r a t i o n s  O F  e n t i t i e s  i n  t h e  t e a  and h o u s i n g  i n d u s t r i e s .  
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Because t h e  s u g a r  i n d c s t r y  c o u l d  n o t  e f f e c t i v e l y  a b s o r b  more r e s o u r c e s ,  
and  because  t h e  p u b l i c  s e c t o r  c o u l d  n o t  a t  t h e  p r e s e n t  s t a g e  o i z e r  reason- 
able s c o p e  f o r  e x p a n d i n g  p r o d u c t i v e  employment,  t h e  p r i v a t e  s e c t o r  s h o u l d  
be encouraged  t o  be more a c t i v e ,  M r .  Kabba j  c o n s i d e r e d .  H e  no ted  t h a t ,  
w i t h  t h e  assistance o f  t h e  World Bank, che Government was i n  t h e  p r o c e s s  
of i d e n t i f y i n g  p o l i c i e s  t o  r e s t r u c t u r e  t h e  economy. W i t h i n  t h a t  f ramework ,  
a greater r o l e  f o r  t h e  p r i v a t e  sector c o u l d  i n c r e a s e  p r o d u c t i v i t y  and 
release some of t h e  pressure on government f i n a n c e s .  The Government ' s  
i n r e n t i o n  of e n c o u r a g i n g  a s y s t e m  of p r i v a t e  s e c t o r  wage s e t t l e m e n t s  
be tween employers  and employees  a t  t h e  l e v e l  of i n d i v i d u a l  f i r m s  o r  
i n d u s t r i e s  was welcome. 

In sum, Mr. Kabbaj  s t a t e d ,  h e  a g r e e d  w i t h  t h e  t h r u s t  of t h e  s t a f f  
a p p r a i s a l  and e n d o r s e d  t h e  p roposed  d e c i s i o n .  

M r .  S a p g a r e  no ted  t h a t  t h e  M a u r i t i a n  economy had made some s i g n i f i c a n t  
g a i n s  i n  r e c e n t  years,  f o l l o w i n g  a d e t e r m i n e d  and s u s t a t n e d  e f f o r t  by t h e  
a u t h o r i t i e s  t o  r e d u c e  l a r g e  e x t e r n a l  and i n t e r n a l  imba lances  th rough  t h e  
i m p l e m e n t a t i o n  o f  s u c c e s s i v e  a d j u s t m e n t  p rograms ,  w i t h  t h e  s u p p o r t  of t h e  
Fund. F o r  i n s t a n c e ,  a f t e r  d e c l i n i n g  by 7.6 p e r  c e n t  i n  1980/81, r ea l  
o u t p u t  had r e c o r d e d  s t r o n g  growth  i n  1981/82, r e f l e c t i n g  ma in ly  t h e  
r e c o v e r y  i n  s u g a r c a n e  p r o d u c t i o n  as w e l l  a s  a n o t i c e a b l e  e x p a n s i o n  of non- 
s u g a r  m a n u f a c t u r i n g  o u t p u t .  It  was even  a n t i c i p a t e d  t h a t  r ea l  GDP g rowth ,  
e s t i m a t e d  a t  6.4  p e r  c e n t ,  would r ema in  s t r o n g  i n  1982183. I n f l a t i o n ,  as 
measured by t h e  consumer p r i ce  i n d e x ,  had been  r educed  c o n s i d e r a b l y ,  
f a l l i n g  f ram i t s  peak of 33 p e r  cen t  i n  1979180 t o  13.4 p e r  cent i n  1981182; 
i t  was e x p e c t e d  t o  f a l l  f u r t h e r  t o  8.5 p e r  c e n t  i n  1982183. P r o g r e s s  had  
a l s o  been  made i n  r e d u c i n g  t h e  f i s c a l  d e f i c i t ,  e v e n  though i t  was s t i l l  
h i g h  a t  11 per c e n t  of GDP i n  1982183. The e x t e r n a l  a c c o u n t  showed 
c o n s i d e r a b l e  improvement,  w i t h  t h e  c u r r e n t  a c c o u n t  d e f i c i t  hav ing  nar rowed 
f rom 17 .4  per c e n t  of GDP i n  1980181 t o  8.1 p e r  c e n t  i n  1981182, r e f l e c t i n g  
i n  p a r t  t h e  s u b s t a n t i a l  d e c l i n e  i n  impor t  demand and a s i g n i f i c a n t  i n c r e a s e  
i n  t h e  volume of  s u g a r  e x p o r t s .  

The a u t h o r i t i e s  were  encouraged  by t h o s e  a c h i e v e m e n t s  b u t  n e v e r t h e l e s s  
r e c o g p i z e d  t h a t  f u r t h e r  e f f o r t  was r e q u i r e d  t o  c o n s o l i d a t e  and b u i l d  upon 
t h e  g a i n s  c a d e  t h u s  f a r ,  M r .  S a n g a r e  went on. Among t h e  problems f a c i n g  
t h e  c o u n t r y  was i t s  c o n t i n u e d  heavy dependence  on s u g a r  as  a f o r e i g n  
exchange  e a r n e r ,  a t  a t i m e  when unemployment remained  worr i some.  I t  was 
t h e r e f o r e  e n c o u r a g i n g  t o  n o t e  t h a t ,  i n  d e s i g n i n g  t h e  s u c c e s s o r  a r r angemen t  
f o r  which  t h e  a u t h o r i t i e s  were s e e k i n g  t h e  F u n d ' s  a s s i s t a n c e ,  ? a r t i c u l a r  
a t t e n t i o n  had been  p a i d  t o  developmenc o b j e c t i v e s  a g r e e d  w i t h  t h e  World 
Bank i n  t h e  c o n t e x t  of t h e  Second S t r u c t u r a l  Adjus tment  Loan. I f  t h o s e  
o b j e c t i v e s  were p r o p e r l y  m e t ,  a s t r o n g  f o u n d a t i o n  would be: l a i d  f o r  s u s t a i n -  
a b l e  growth  i n  t h e  l o n g  term. A c c o r d i n g l y ,  h e  welcorred t h e  e f f o r t s  of t h e  
a u t h o r i t i e s  t o  d i v e r s i f y  t h e  economic b a s e  by l e s s e n i n g  t h e  dominance of 
t h e  s u g a r  i n d u s t r y .  The e s t a b l i s h m e n t  of t h e  Commission of E n q u i r y  to 
examine t h e  problems c o n f r o n t i n g  t h e  s u g a r  i n d u s t r y  and i t s  f u t u r e  p r o s p e c t s  
was a s t e p  i n  t h e  r i g h t  d i r e c t i o n  and s h o u l d  h e l p  t o  b r i n g  a b o u t  a p p r o p t i a i e  
a c t i o n .  H e  a l s o  welcomed t h e  emphas i s  b e i n g  p l a c e d  on r h e  e x p a n s i o n  Of  

manufac tu red  e x p o r t s  t h r o u g h ,  i n t e r  a l i a ,  t h e  e s t a b l i s h m e n t  of t h e  E x p o r t  
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P r o c e s s i n g  Zone. I n  t h a t  c o n n e c t i o n ,  he s h a r e d  t h e  a u t h o r i t i e s '  c o n c e r n  
o b a u t  t h e  p r o t e c t i o n i s t  t e n d e n c i e s  of i n d u s t r i a l  c o u n t r i e s .  The  modes t  
e f f o r t s  o f  a small c o u n t r y  l i k e  M a u r i t i u s  w i t h  l i t t l e  scape f o r  d i v e r s i f i -  
c a t i o n  c o u l d  eas i ly  b e  f r u s t r a t e d  by p r o t e c t i o n i s t  p o l i c i e s .  

A s  f o r  f i c c a l  p o l i c y ,  M r .  S a n g a r e  commended t h e  a u t h o r i t i e s '  prompt 
a c t i o n  i n  t a k i n g  a d d i t i o n a l  m e a s u r e s  t o  e n s u r e  t h a t  t h e  1982/83  p rogram 
rema ined  0 1 1  t r a c k  when i t  became c lear  t h a t  f o r e i g n  g r a n t s  were f a l l i n g  
s h o r t  of e x p e c t a t i o n s .  The  e f f o r t s  t o  r e d u c e  e x p e n d i t u r e  a p p e a r e d  t o  b e  
t h e  most a p p r o p r i a t e  means of a c h i e v i n g  f u r t h e r  a d j u s t m e n t ,  s i n c e  t h e  
s c o p e  f o r  r a i s i n g  a d d i t i o n a l  r evenue  was l i m i t e d .  I n  t h e  c i r c u m s t a n c e s ,  
f i s c a l  a d j u s t m e n t  t h a t  would i n v o l v e  r e d u c i n g  t h e  budge t  d e f i c i t  i n  
r e l a t i o n  t o  GDP by 2.5 p e r c e n t a g e  p o i n t s  would r e q u i r e  a p a r t i c u l a r  e f f o r t .  
He was n e v e r t h e l e s s  c o n f i d e n t  t h a t  t h e  a u t h o r i t i e s  would p e r s e v e r e  and  
l i v e  up t o  t h e i r  o u t s t a n d i n g  t r a c k  r e c o r d .  

On monetary  p o l i c y ,  M r .  S a n g a r e  commented, a number o f  m e a s u r e s  had  
a l r e a d y  been  implemented i n  c o n n e c t i o n  w i t h  p r e v i o u s  programs,  w i t h  t h e  
r e s u l t  t h a t  i n t e r e s t  r a t e s  were now g e n e r a l l y  p o s i t i v e .  F u r t h e r m o r e ,  
t h e  a u t h o r i t i e s  were w i l l i n g  t o  p u r s u e  a f l e x i b l e  i n t e r e s t  r a t e  p o l i c y .  

Ano the r  a p p r o p r i a t e  move had  been  t h e  p e g g i n g  of t h e  exchange  r a t e  
t o  a t r ade -we igh ted  b a s k e t  i n s t e a d  of t o  a n  SDR b a s k e t ,  M r .  S a n g a r e  
obse rved .  Comprehens ive  m e a s u r e s ,  t o g e t h e r  w i t h  t h e  c o n t i n u e d  implemen- 
t a t i o n  of a p p r o p r i a t e  demand management p o l i c i e s ,  s h o u l d  e n a b l e  M a u r i t i u s  
t o  a t t a i n  a v i a b l e  e x t e r n a l  payments  p o s i t i o n  and s u s t a i n a b l e  g rowth  ra tes  
i n  t h e  medium term. 

M r .  de Maulde n o t e d  t h a t  t h e r e  had n o t  been  many new deve lopmen t s  i n  
M a u r i t i u s  s ince  t h e  E x e c u t i v e  Board  had r ev iewed  i t s  p e r f o r m a n c e  i n  
November 1982,  and s u b s e q u e n t l y  i n  J a n u a r y  1983 when t h e  member had made 
a d rawing  u n d e r  t h e  b u f f e r  s t o c k  f i n a n c i n g  f a c i l i t y  (EBM/83/9, 1 / 1 0 / 8 3 ) .  
M a u r i t i u s  was a wel l -managed c o u n t r y  w i t h  a good t r a c k  r e c o r d .  I t  w a s  
c lear  f rom t h e  f i g u r e s  i n  t h e  s t a f f  r e p o r t  t h a t  a l l  t h e  o b j e c t i v e s  o f  t h e  
prev ious  program and t h e  t a r g e t s  f o r  t h e  e n t i r e  f i s c a l  year 1982/83 had 
been o r  would be ac!-. ieved, d e s p i t e  t h e  l o n g  d e l a y s  e n c o u n t e r e d  i n  t h e  
a p p r o v a l  of a second  S t r u c t u r a l  Ad jus tmen t  Loan by t h e  World Bank. T h o s e  
r e s u l t s  had l a i d  s o l i d  f o u n d a t i o n s  on which t h e  s u c c e s s  of t h e  new program 
c o u l d  be b u i l t .  On t h e  f i n a n c i a l  s i d e ,  t h e  program f o c u s e d  a p p r o p r i a t e l y  
on f i s c a l  p o l i c i e s ,  where  t h e r e  was s t i l l  t h e  n o s t  s c o p e  f o r  f u r t h e r  
improvement.  N e v e r t h e l e s s ,  a l t h o u g h  p r o g r e s s  i:1 r e d u c i n g  t h e  f i s c a l  
d e f i c i t  had  been s l o w ,  t h e r e  had  been  a s t e a d y  movement i n  t h e  r i g h t  
d i r e c t  i o n .  

To t h e  e x t e n t  t h a t  f i n a n c i a l  i m b a l a n c e s  c o n t i n u e d  t o  be r e d u c e d ,  and  
i f  t h e  b a l a n c e  of payments  o u t l o o k  f o r  tl ,e medium term remained  f a v o r a b l e ,  
Mr. de Maulde c o n t i n u e d ,  t h e  ma in  c h a l l e n g e  t o  t h e  M a u r i t i a n  a u t h o r i t i e s  
i n  t h e  years t o  come would be r e l a t e d  t o  t h e  real economy. The b a s i c  
problem was t o  r e d u c e  t h e  heavy d e p e n d e n c e  of t h e  economy on  s u g a r  p roduc -  
t i o n  by making p r o g r e s s  toward  e x p o r t  d i v e r s i f i c a t i o n .  V a r i o u s  s t e p s  had  
been t a k e n ,  i n c l u d i n g  measu res  t o  p romote  t o u r i s m  o r  t o  s u b s c i t u t e  l o c a l  

3 
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e n e r g y  r e s o u r c e s  f o r  i m p o r t e d  e n e r g y ,  b u t  t h o s e  measures  p r o v i d s d  o n l y  a 
p a r t i a l  s o l u t i o n  and would  n o t  make a l a r g e  d e n t  i c  t h e  h i g h  l e v e l  of 
unemployment. The f o r t h c o m i n g  s t u d y  by t h e  Commission of  E n q u i r y ,  and 
t h e  s t u d i e s  t o  be c o n d u c t e d  u n d e r  t h e  second S t r u c t u r a l  Adjus tment  Loan ,  
might  p r o v i d e  Eresh  i d e a s  on how t o  u n d e r t a k e  t h e  d i f f i c u l t  t a s k  of  
d i  v e  rs i f  i c  a t i o n .  

F i n a l l y ,  Mr. de  Maulde s a i d  t h a t  h e  looked  f o r w a r d  t o  a s u c c e s s f u l  
m e e t i n g  of  t h e  c c n s u l t a t i v e  g roup  t o  be h e l d  i n  Par is  on J u n e  1. 

The s t a f f  r e p r e s e n t a t i v e  f rom t h e  A f r i c a n  Department  n o t e d  t h a t ,  
d e s p i t e  t h e  p r o g r e s s  made by M a u r i t i u s  i n  r e c e n t  y e a r s  i n  s t e a d i l y  r e d u c i n g  
t h e  o v e r a l l  f i s c a l  d e f i c i t ,  e v e n  t h e  8.5 p e r  c e n t  d e f i c i t  t a r g e t  f o r  
1983184 was t o o  h igh .  The a u t h o r i t i e s  were aware t h a t  t h a t  was s o ,  a n d  
i n t e n d e d  t o  p e r s e v e r e  i n  t h e i r  a d j u s t m e n t  e f f o r t s .  A s c a f f  m i s s i o n  would  
go  t o  M a u r i t i u s  e a r l y  i n  June  t o  c a r r y  o u t  t h e  Cirst mid-term r e v i e w  of  
t h e  program and t o  d i s c u s s  b u d g e t a r y  p o l i c i e s  f o r  1983184. The s t a f f  
would impress on t h e  a u t h o r i t i e s  t h e  need  t o  cconomize on s p e n d i n g  r a t h e r  
t h a n  t o  i n c r e a s e  r e v e n u e ,  a l t h o u g h  b o t h  t h e  a u t h o r i t i e s  and t h e  s t a f f  
r e c o g n i z e d  t h a t  t h e  s c o p e  m i g h t  n o t  be  l a r g e ,  f o r  p o l i t i c a l  G-,d si'ier 
r e a s o n s .  It s h o u l d  p e r h a p s  be n o t e d  t h a t  r e c e n t l y  a v a i l a b l e  i n f o r m a t i o n  
s u g g e s t e d  t h a t  t h e  f i n a l  f i g u r e s  f o r  1982183 might  show a b e t t e r  f i s c a l  
per formance  t h a n  i n d i c a t e d  i n  t h e  s t a f f  r e p o r t .  

The medium-term b a l a n c e  of  payments  o u t l o o k  was viewed by t h e  s t a f f  
a s  f a v o r a b l e ,  b a r r i n g  u n f o r e s e e n  s e v e r e  ex te rna l  s h o c k s ,  t h e  s t a f r  r e p r e -  
s e n t a t i v e  s t a t e d .  I f  M a u r i t i u s  m a i n t a i n e d  i t s  a d j u s t m e n t  e f f o r t  u n d e r  
t h e  program s u p p o r t e d  by t h e  Fund ,  and  t h e  s t r u c t u r a l  a d j u s t m e n t  e f f o r t  
a s  w e l l ,  t h e  c u r r e n t  a c c o u n t  o f  t h e  b a l a n c e  o f  payments s h o u l d  move i n t o  
a s u s t a i n a b l e  p o s i t i o n  t h a t  c o u l d  be f i n a n c e d  by long- te rm c a p i t a l  i n f l o w s .  
P a u r i t i u s  would p r o g r e s s i v e l y  r e d u c e  i t s  n e t  i n d e b t e d n e s s  t o  t h e  Fund,  
b e g i n n i n g  i n  1984185, when i t  would f o r  t h e  m o s t  par t  have r e p a i d  t h e  
E u r o c u r r e n c y  l o a n s  c o n t r a c t e d  s i n c e  t h e  mid-1970s. In t h e  l i g h t  of  payments  
p r o j e c t i o n s ,  t h e  s t a f f  f o r e s a w  no improvement i n  t h e  terms of  t r a d e  i n  t h e  
medium term, b u t ,  t o  t h e  e x t e n t  t h a t  t h e r e  w a s  some improveaen t ,  M a u r i t i u s  
c o u l d  e i t h e r  b u i l d  u p  i t s  r e s e r v e s ,  which were low,  o r  make a d d i t i o n a l  
r e p u r c h a s e s  from t h e  Fund. I t  s h o u l d  be n o t e d  t h a t  i f  M a u r i t i u s  was t o  
g e n e r a t e  an o v e r a l l  b a l a n c e  of payments  s u r p l u s  w i t h  which t o  r epay  t h e  
Fund,  i t  wauld  have  t o  p u r s u e  a f a r  t i g h t e r  demand management p o l i c y ,  
which might  be p o l i t i c a l l y  and s o c i a l l y  u n a c c e p t a b l e .  Such a p o l i c y  
might  a l s o  be i n c o m p a t i b l e  w i t h  tlie s t r u c t u r a l  a d j u s t m e n t  t h a t  t h e  a u t h o r -  
i t i e s  were u n d e r t a k i n g  w i t h  t h e  s u p p o r t  of t h e  World Bank t o  r e d k c e  t h e  
h i g h  l e v e l  of unemployment. 

The s t a f f  r e p r e s e n t a t i v e  from t h e  Exchange and T r a d e  R e l a t i o n s  
Depar tment  added t h a t  t h e  medium-term b a l a n c e  of  payments  p r o j e c t i o n s  i n  
T a b l e  6 of EBS/83/78  r e f l e c t e d  a s u b s t a n t i a l  a d j u s t m e n t  e f f o r t  by M a u r i t i u s ,  
a s  i n d i c a t e d  by t h e  e x p e c t e d  d e c l i n e  i n  t h e  r a t i o  o f  c u r r ' e n t  a c c o u n t  t o  
G D ? ,  and  by t h e  f a c t  t h a t  t'7e c u r r e n r  a c c o u n t  d e f i c i t  was e x p e c t e d  t o  be 
f u l l y  f i n a n c e d  by medium-term and long- t e rm l o a n s  o n  concessional t e rms .  
T h e  a u t h o r i t i e s  a l s o  i n t e n d e d  t o  r epay  commerc ia l  bor rowing  t o  improve  
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t h e  d e b t  p r o f i l e .  M a u r i t i u s  would b e  making p u r c h a s e s  f rom t h e  Fund ,  i n  
g r o s s  terms, b u t ,  on  a n e t  basis ,  i t  would  p r o g r e s s i v e l y  r e d u c e  t h e  F u n d ' s  
h o l d i n g s  of M a u r i t i a n  r u p e e s  f rom a peak  o f  a b o u t  430 p z r  c e n t  o f  p r e s e n t  
q u o t a  a t  t h e  end of t h e  c u r r e n t  p rogram p e r i o d ,  o r  325  p e r  c e n t  of t h e  
i n c r e a s e d  q u o t a .  T a k i n g  a l l  t h o s e  c i r c u m s t a n c e s  i n t o  a c c o d n t ,  h e  b e l i e v e d  
t h a t  t h e  c o n t i n u e d  b u t  d i m i n i s h i n g  l e v e l  of n e t  u s e  of Fund r e s o u r c e s  by 
M a - r i t i u s  c--er s e v e r a l  y e a r s  t o  come w a s  c o n s i s t e n t  w i t h  t h e  r e v o l v i n g  
c h a r a c t e r  of t h e  Fund ' s  r e s o u r c e s .  

The  s t a f f  r e p r e s e n t a t i v e  from t h e  . i f r i c a n  C e p a r t m e n t ,  i n  r e s p o n s e  
t o  a q u e s t i o n  by M r .  Zhang, n o t e d  tt:a:- t h e  p roposed  s t a n d - b y  a r r a n g e m e n t  
vo l i id  be f o r  t h e  15 months  f rom t h e  d a t e  of i t s  approva l - -p re sumab ly  Msy 18, 
1983- -un t i l  August 17, 1984. - T h e  2 rogram i t s e l f ,  u n d e r  which t h e  p o l i c i e s  
s u p p o r t e d  by t h e  s t and-by  a r r a n g e m e n t  had b e e n  d e v e l o p e d ,  c o v e r e d  18 months  
from '2ece:aber 1982,  when t h e  p r e v i o u s  s t and-by  a r r a n g e m e n t  had  e x p i r e d ,  
t h r o u g h  J u n e  1984. A l though  t h e  program had been  n e g o t i a t e d  i n  F e b r u a r y  
1983 ,  i t  was i n  p u r s u i t  of p o l i c i e s  a g r e e d  upon d u r i n g  t h e  m i d - t e r m ' r e v i e w .  
The pu.rpose or' t h e  mid-term r e v i e w  t o  be h e l d  i n  J u n e  would be t o  agree 
w i t h  t h e  a u t h o r i t i e s  a n  b u d g e t a r y  p o l i c i e s  f o r  1983/84--from J u l y  1983 
t o  J u n e  1984-- tha t  had nor: )-et been  f o r m u l a t e d  when t h e  program had been  
n e g o t i a t e d  i n  F e b r u a r y .  

- 

Mr. Dallara remarked  t h a t  he would  t a k e  up d i r e c t l y  w i t h  t h e  s t a f f  
t h e  matter of t h e  way i n  which  N a u r i t i u s  was making u s e  of t h e  - F u n d ' s  
r e s o u r c e s .  However, h e  d i d  n o t  a c c e p t  t h e  s t a f f ' s  e x p l a n a t i o n .  A s  h e  
u n d e r s t o o d  i t ,  n e t  o u t s t a n d i n g  d r a w i n g s  i n  t h e  c r e d i t  t s a n c h e s ,  e x c l u d i n g  
d rawings  under  t h e  compensa to ry  and  b u f f e r  s t o c k  f i n a n c i n g  f a c i l i t i e s  
and n o t  t a k i n g  i n t o  a c c o u n t  t h e  q u o t a  s u b s c r i p t i o n  payment,  wcjuld be 
a p p r o x i m a t e l y  33C p e r  c e n t  of t h e  new q u o t a  a t  t h e  end  of t h e  s t and-by  
a r r angemen t .  The r e d u c t i o n s  e n v i s i o n e d  f o r  1984185,  1985186,  and  1986187,  
as shown i n  T a b l e  6 of EBS/83/78, were m a r g i n a l ,  and  o b v i o u s l y  assumed 
f u r t h e r  d rawings .  I t  was d i f f i c u l t  t o  accept t h e  a rgument  t h a t  s u c h  an 
a r r angemen t  was c o n s i s t e n t  w i t h  t h e  r e v o l v i n g  u s e  of t h e  F u n d ' s  r e s o u r c e s .  
M a u r i t i u s  had pe r fo rmed  w e l l  u n d e r  c o n t i n u o u s  a d j u s t m e n t  e f f o r t s  s u p p o r t e d  
by t h e  Fund and by t h e  World Bank. But i f  no s i g n i f i c a n t  r e d u c t i o n  i n  
t h e  F u n d ' s  h o l d i n g s  of a c o u n t r y ' s  c u r r e n c y  c o u l d  be e x p e c t e d  a f t e r  f i v e  
t o  s e v e n  years ,  t h e r e  would  seem t o  be c a u s e  f o r  r e a l  c o n c e r n  a b o u t  t h e  
way i n  which Fund f i n a n c i n g  was b e i n g  u s e d ,  p a r t i c u l a r l y  i f  some of i t  
went t o  a m o r t i z e  o t h e r  c r e d i t s .  

Mr. de Maulde remarked  t h a t  i f  Mr. D a l l a r a ' s  a rgument  were a c c e p t e d ,  
t h e  p r o c e s s  of a d j u s t m e n t  i n  Mauritius would  have  t o  be a c c e l e r a t e d  
somewhat and t h e  b a l a n c e  of payments  p o s i t i o n  r e v e r s e d  more r a p i d l y  t h a n  
f o r e c a s t  i n  t h e  s t a f f  p a p e r .  In h i s  o p i n i o n ,  t h e  ra . te  of  uneniployment 
and t h e  need t o  r e s t r u c t u y e  t h e  economy made s u c h  a c o u r s e  of a c t i o n  
u n r e a l i s t i c .  The a l t e r n a t i v e - - n o  more r e a l i s t i c - - w o u l d  be t o  recommend 
t h a t  M a u r i t i u s  resume bor rowing  f rom c m m e r c i a l  banks.  T h u s ,  a l t h o u g h  h e  
a g r e e d  w i t h  M r .  D a l l a r a  t h a t  c a r e  s h o u l d  be t a k e n  t o  e n s u r e  t h e  r e v o l v i n g  
n a t u r e  of t h e  F u n d ' s  r e s o u r c e s ,  i t  was n e c e s s a r y  t o  b e  e q u a l l y  c a r e f u l  n o t  
t o  f o r c e  c o u n t r i e s  t o  f o l l o w  u n r e a l i s t i c  p o l i c i e s .  
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Mr. T s h i s h i m b i  r emarked  t h a t  h e  would have responded t o  Mr. Dal ia ra ' s  
c o n c e r n  i n  t h e  saEe way a s  M r .  de Maulde. M a u r i t i u s  had pu r sued  s u c c e s s f l l l  
a d j u s t m e n t  e f f c r t s  so  f a r  and  had c l e a r l y  i n d i c a r e c i  a de t e rmined  i n t e n t i o n  
t o  c o n t i n u e  t o  do so i n  t h e  medium term. To f o r c e  t h e  c o u n t r y  t o  acceler- 
a t e  t h e  pace  of  a d j u s t m e n t  would be  d a n g e r o u s ;  i n d e e d ,  i t  needed  t h e  s u p p o r t  
of t h e  Fund i n  s p r e a d i n g  o u t  t h e  a d j u s t m e n t  e f f o r t  o v e r  t h e  medium term. 
M a u r i t i u s  f a c e d  many p rob lems ,  i n c l A d i n g  t h e  unemployment d e s c r i b e d  i n  t h e  
s t a f f  r e p o r t s .  The d i v e r s i f i c a t i o n  program t h a t  had been  u n d e r t a k e n  t o  
s t r e n g t h e n  and b roaden  t h e  economic  b a s e ,  i f  i t  had t o  be f i n a n c e d  o n  
commerc ia l  teras  o n l y ,  would c a l l  f o r  a s e v e r e  medium-tern a d j u s t m e n t  
e f f o r t ,  The p u r p o s e  of t h e  F u n d ' s  s u p p o r t  o v e r  t h e  medium term was t o  
p r e v e n t  such  a n  a d v e r s e  outcome.  Moreover ,  t h e  good pe r fo rmance  of 
M a u r i t i u s  i n  t h e  past  s h o u l d  be t a k e n  i n t o  a c c o u n t  i n  d e c i d i n g  how much 
suppor t .  M a u r i t i u s  c o u l d  e x p e c t  f rom t h e  Fund. 

The Chairman nored  tha t .  M r .  D a l l a r a  had drawn a t t e n t i o n  t o  t h e  
c o n t i n u o u s  s u p p o r t  g i v e n  by t h e  Fund t o  M a u r i t i u s  s i n c e  1979 and t o  t h e  
f a i r l y  s i g n i f i c a n t  o u t s t a n d i n g  p u r c h a s e s  i n  1 9 8 6 / 8 7 ,  as  shown i n  T a b l e  6.  
In f a c t ,  t h o s e  p u r c h a s e s  were l i k e l y  t o  remain o u t s t a n d i n g  f o r  s e v e r a l  
more y e a r s .  The answer  t o  t h e  q u e s t i o n  whe the r  such  a p o s i t i o n  was 
c o m p a t i b l e  w i t h  t h e  F u n d ' s  p o l i c y  o f  e x t e n d i n g  medium-term a s s i s t a n c e  
and  e x p e c t i n g  an  improvement i n  t h e  member's p o s i t i o r .  had  t o  b e  s e e n  i n  
t h e  l i g h t  of t h e  p a r t i c u l a r  c i r c u m s t a n c e s  of t h e  member. C l e a r i y ,  t h e  
Fund would p r e f e r  H a u r i t i u s  t o  be a b l e  t o  r e p u r c h a s e  a t  a f a s t e r  p a c e ,  
b u t  t h e  p o t e n t i a l  cf  e a c h  c o u n t r y  f o r  a d j u s t m e n t  d i f f e r e d ,  a n d  i f  t h e  
c o u n t r y  was making s t e a d y  and  c o n t i n u o c s  p r o g r e s s ,  i t  was a p p r o p r i a t e  
f o r  t h e  Tund t o  make i t s  r e s o u r c e s  a v a i l a b l e  f o r  a l o n g e r  p e r i o d  t h a n  i f  
t h e  ecgnomy i n  q u e s t i o n  was g u b j e c t e d  t o  s h a r p  and r a p i d  swings  i n  t h e  
e x t k r n a l  p o s i t i o n .  

I t  was c l e a r  f rom T a b l e  6 i n  EBS/83/78, t h e  Chairman added ,  t h a t  a 
number of  u n c e r t a i n t i e s  would have  t o  be k e p t  i n  mind. F i r s t ,  i t  w a s  
assumed t h a t  M a u r i t i u s  would c o n t r a c t  long-term l o a n s  of  SDR 11 m i l l i o n  
i n  1984/ '85,  SDR 4 1  m i l l i o n  i n  1985 /86 ,  and SDR 60 m i l l i o n  i n  1986187. 
Wi thout  t h o s e  l o a n s ,  t h e  o v e r a l l  b a l a n c e  would be worse. T h e r e  was l i t t l e  
s c o p e  f o r  M a u r i t i u s  t o  u n d e r t a k e  f u r t h e r  commercial  bo r rowing ,  because  
of  i t s  d e b t  s e r v i c e  r a t i o .  I t  seemed t o  him, t h e r e f o r e ,  t h a t  p o i e n t i a l  
donor  governments  s h o u l d  b e  made aware cf t h e  s t r e t c h e d  f i n a n c i a l  p o s i t i o n  
of M a u r i t i u s ,  which c a l l e d  f o r  g r e a t e r  development  a s s i s t a n c e .  In t h a t  
way, M a u r i t i u s  would a l s o  be a s s i s t e d  i n  r e d u c i n g  i t s  o u t s t a n d i n g  p u r c h a s e s  
from t h e  Fund more q u i c k l y .  

A t  t h e  c o n s u l t a t i v e  g r o u p  m e e t i n g  t o  be h e l d  i n  P a r i s ,  t h e  Chairman 
o b s e r v e d ,  t h e  Fund ~ e p r e s e n t a t i v e  s h o u l d  d e m o n s t r a t e  t o  donor  c o u n t r i e s  
t h a t  M a u r i t i u s  had made commendable, e v e n  r e m a r k a b l e ,  a d j u s t m e n t  e f f o r t s ,  
bu t  t h a t  i t s  e x t e r n a l  p o s i r i o n  would be v u l n e r a b l e  i n  t h e  y e a r s  a h e a d ;  
h e  s h o u l d  t h e n  c a l l  f o r  more s i g n i f i c a n t  long-term. deve lopment  a s s i s t a n c e .  
A c o u n t r y  l i k e  M a u r i t i u s ,  f a c i n g  s e r i o u s  long- te rm s t r u c t u r a l  p roblems,  
was i n  much g z e a t e r  need of such  a s s i s t a n c e  t h a n  of s h o r t - t e r m  o r  medium- 
term b a l a n c e  of  payments  a s s i s t a n c e  f rom t h e  Fund. O f  c o u r s c ,  t h e  Fund 
had a u s e f u l  r o l e  t o  p l a y ,  a l o n g s i d e  t h e  World Bank, in s u p p o r t i n g  t h e  
a d j u s t m e n t  e f for l :  o f  M a u r i t i u s ,  p e r h a p s  tc a g r e a t e r  d e g r e e  and f o r  a 
lorL:er d u r a t i o n  t h a n  i n  some o t h e r  c o u n t r i e s .  



The 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  Depar tment  n o t e d  t h a t  
d r a w i n g s  o n  e x i s t i n g  l o a n s  and long- te rm l o a n s  t o  be c o n t r a c t e d  had been 
i n c l u d e d  s e p a r a t e l y  i n  T a b l e  6 t o  p r o v i d e  E x e c u t i v e  D i r e c t o r s  w i t h  a n  
e x a c t  i d e a  of t h e  c o u n t r y ' s  p r o s p e c t s  of  o b t a i n i n g  e x t e r n a l  long-term 
c r e d i t .  The b u l k  of  t h e  l o n g - t e r m  l o a n s  t o  be  c o n t r a c t e d  would r e s u l t  
f rom t h e  f o r t h c o m i n g  c o n s u l t a t i v e - g r o u p  m e e t i n g .  The s t a f f  d i d  n o t  i n  
f a c t  E o r e s e e  a s h a r p  jump i.n l o n g t e r m  i n d e b t e d n e s s ,  as would be e v i d e n t  
if t h e  f i g u r e s  on d i s b u r s e m e n t s  u n d e r  e x i s t i n g  l o a n s  and t h e  amoant of 
n e w  loans were t a k e n  t o g e t h e r .  

The Chairman remarked t h a t  i t  would n e v e r t h e l e s s  be a d v i s a b l e  t o  t r y  
t o  i n d u c e  donor  c o u n t r i e s  t o  i n c r e a s e  t h e  amount o f  long- te rm l o a n s  t h a t  
t h e y  were p r o j e c t e d  t o  make, i n  v iew o f  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  
t h e  c a p i t a l  a c c o u n t  i n  t h e  p u b l i c  s e c t o r .  

The Chairman made t h e  f o l l o w i n g  summing up:  

Execut i ,ve  D i r e c t o r s  were 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  f o r  t h e  1983 A r t i c l e  I V  c o n s u l t a t i o n  w i t h  M a u r i t i u s .  
They n o t e d  t h a t  t h e  c o m p r e h e n s i v e  program of a d j u s t m e n t  p u r s u e d  
by t h e  M a u r i t i a n  a u t h o r i t i e s  and  s u p p o r t e d  by t h r e e  s u c c e s s i v e  
star,d-by a r r a n g e m e n t s  had l e d  t o  a s i g n i f i c a n t  improvement i n  
t h e  economic and f i n a n c i a l  s i t u a t i o n  of  t h e  c o u n t r y .  The r e c o v e r y  
of t h e  economy from t h e  s e v e r e  i m p a c t  o f  a d v e r s e  w e a t h e r  c o n d i t i o n s  
had been accompanied by marked r e d u r . t i o n s  i n  t h e  e x t e r n a l  c u r r e n t  
a c c o u n t  d e f i c i t ,  t h e  o v e r a l l  f i s c a l  d e f i c i t ,  and t h e  i n f l a t i o n  
ra te .  D i r e c t o r s  o b s e r v e d  t h a t ,  d e s p i t e  t h e  p r o g r e s s  made t h u s  
f a r ,  perseverance i n  t h e  a d j u s t m e n t  e f f o r t  was e s s e n t i a l ,  c a l l i n g  
f o r  c o n t i n u a t i o n  of r e s t r i c t i v e  f i s c a l  and monetary  p o l i c i e s  
and main tenance  of t h e  p o l i c y  of  wage r e s t r a i n t .  

D i r e c , o r s  s t r e s s e d  t h a t  t h e  o v e r a l l  f i s c a l  d e f i c i t  was still 
t o o  h i g h  anti t h a t  c a p i t a l  o u t l a y s  had b o r n e  much of t h e  b u r d e n  
of f i s c a l  ad,ustment .  They emphas ized  t h a t  r e s t r a i n i n g  t h e  
growth i n  c u r r e n t  e x p e n d i t u r e  would be p r e f e r a b l e  t o  f u r t h e r  
l a r g e  tax i n c r e a s e s  o r  r e d u c t i o n s  i n  c a p i t a l  o u t l a y s .  

D i r e c t o r s  welcomed t h e  c o m p l e t i o n  of t h e  p r o c e s s  of t h e  
1 i b e r a l i z e : i o n  of i n t e r e s t  ra tes  which had begun i n  1979. Real 
i n t e r e s t  rates on d e p o s i t s  were now p o s i t i v e ,  which s h o u l d  h e l p  
t o  promote t h e  a d j u s t m e n t  p r o c e s s  and e n c o u r a g e  f i n a n c i a l  s a v i n g s .  

Given t h e  h i g h  level of  unemployment and t h e  l i m i t e d  p r o s -  
p e c t s  f o r  t h e  s u g a r  i n d u s t r y ,  D L r e c t o r s  e n d o r s e d  t h e  a u t h o r i t i e s '  
s t r a t e g y  of s t r e n g t h e n i n g  and  d i v e r s i f y i n g  e x p o r t s  of o t h e r  
goods and t o u r i s m .  D i r e c t o r s  t h u s  f e l t  t h a t  a f l e x i b l e  exchange  
r a t e  p o l i c y  i n  t h e  c o n t e x t  of  t h e  new pegging  a r r a n g e m e n t  of 
t h e  r u p e e  would c o n t r i b u t e  t o  m a i n t a i n i n g  t h e  c o m p e t i t i v e n e s s  
of M a u r i t i a n  e x p o r t s .  I n  t h i s  r e g a r d ,  t h e  a d v e r s e  e f f e c t s  of  
p r o t e c t i o n i s t  t r e n d s  i n  t h e  e x p o r t  m a r k e t s  or' M a u r i t i u s  were 
n o t e d  by D i r e c t o r s .  

J 
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The p o l i c y  of wage r e s t r a i n t ,  which  had p l ayed  a n  i m p o r t a n t  
rgle  i n  t h e  s u c c e s s  of t h e  a d j u s t m e n t  e f f o r t ,  would c o n t i n u e  t o  
be e s s e n t i a l .  The p roposed  s y s t e m  o f  d i r e c t  n e g o t i a t i o n s  between 
employees and employe r s  w i t h i n  one  f i r m  o r  indu!it1:y s h o u l d  con- 
t r i b u t e  t o  i m p r o v i n g  t h e  a l l o c a t i o n  of r e s o u r c e s  a n d  s h o u l d  be 
implemented a s  e a r l y  as  p o s s i b l e .  Con t inued  v i g i l a n c e  was 
r e q u i r e d  t o  e n s u r e  t h a t  c o m p e t i t i v e  wage demands do n o t  e s c a l a t e  
wage awards .  

D i r e c t o r s  welcomed t h e  c l o s e  c o l l a b o r a t i o n  between M a u r i t i u s  
and t h e  World Bank i n  t h e  framework of s t r u c t u r a l  a d j u s t m e n t  
l o a n s  and no ted  t h e  i m p o r t a n c e  of c o n t i n u o u s  debe lopment  a s s i s t a n c e  
t o  M a u r i t i u s  i n  t h e  corning y e a r s .  

I t  i s  e x p e c t e d  t h a t  t h e  n e x t  Ar t ic le .  I V  c o n s u l t a t i o n  w i t h  
M a u r i t i u s  w i l l  be h e l d  o n  t h e  s t a n d a r d  i2-month c y c l e .  

The E x e c u t i v e  Board t h e n  t o o k  t h e  f o l l o w i n g  d e c i s i o n s  : 

D e c i s i o n  C o n c l u d i n g  1983 A r t i c l e  X I V  C o n s u l t a t i o n  

1. The Fund t a k e s  t h i s  d e c i s i o n  i n  c o n c l u d i n g  t h e  1983 
A r t i c l e  X I V  c o n s u l t a t i o n  w i t h  M a u r i t i u s ,  i n  t h e  light of t h e  
1983 A r t i c l e  IV c o n s u l t a t i o n  w i t h  M a u r i t i u s  conduc ted  u n d e r  
Decis inrr  No. 5392- (77 /63) ,  a d o p t e d  A p r i l  2 9 ,  1977 ( S u r v e i l l a n c e  
o v e r  Exchange Rate P o l i c i e s ) .  

2 .  The Fund n o t e s  w i t h  s a t i s f a c t i o n  t h a t  M a u r i t i u s  
c o n t i n u e s  t o  m a i n t a i n  a n  exchange  s y s t e m  which i s  v i r t u a l l y  
f r e e  of r e s t r i c t i o n s  o n  payments  and t r a n s f e r s  f o r  c u r r e n t  
i n t e r n a t i o n a l  t r a n s a c t i o n s .  

D e c i s i o n  No. 7400-(83/71) ,  a d o p t e d  
May 18,  1983 

Stand-By Arrangement  

1. The Government  of M a u r i t i u s  h a s  r e q u e s t e d  a s t and-by  
a r r angemen t  i n  a n  amount e q u i v a l e n t  t o  SDR 49 .5  m i l l i o n  f o r  a 
p e r i o d  of 15 months f rom May 18, 1983 t h r o u g h  August  1 7 ,  1984. 

2 .  The Fund a p p r o v e s  t h e  s t and-by  a r r angemen t  s e t  f o r t h  
i n  EBS/83/78, Supp lemen t  1, a n d  wa ives  t h e  l i m i t a t i o n  i n  A r t i c l e  V ,  
S e c t i o n  3 ( b ) ( i i i ) .  

D e c i s i o n  No. 7401- (83 /71) ,  adop ted  
i -hy  18, 1983 
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3.  ENLARGED ACCESS POLICY - R E V I E W  

The 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  a s t a f f  p a p e r  r e v i e w i n g  t h e  p o l i c y  
on e n l a r g e d  access t o  t h e  F u n d ' s  r e s o u r c e s  (EBS/83/79, 4 / 2 0 / 8 3 ;  and  Cor .  1, 
4 / 2 5 / 8 3 ) .  

M r .  Wicks,  r e f e r r i n g  f i r s t  t o  t h e  p r i n c i p l e s  of e n l a r g e d  access, 
s t a t e d  t h a t  t h e  U.K. a u t h o r i t i e s  r e g a r d e d  e n l a r g e d  a c c e s s  as  a t e m p o r a r y  
e x p e d i e r ' t ,  i n  l i n e  w i t h  t h e  u n d e r s t a n d i n g  r e a c h e d  by t h e  I n t e r i m  Commit tee  
a t  i t s  Hamburg m e e t i n g  i n  1980. 
s i n c e  t h e n  had n o t  changed  t h e i r  v i e w  t h a t ,  a s  g l o b a l  i m b a l a n c e s  s u b s i d e d ,  
so e n l a r g e d  access s h o u l d  be p h a s e d  down. I n d e e d ,  h i s  a u t h o r i t i e s  would 
n o t  e x p e c t  t h e  p o l i c y  o f  e n l a r g e d  access t o  c o n t i n u e  beyond t h e  implemen- 
t a t i o n  of any  q u o t a  i n c r e a s e  u n d e r  t h e  N i n t h  Q u o t a  Review. F u r t h e r m o r e ,  
t h e y  would hope  t o  see some r e d u c t i o n  as e a r l y  a s  1985  from t h e  l i m i t s  
on e n l a r g e d  access t h a t  would  be imposed  i m m e d i a t e l y  f o l l o w i n g  t h e  c u r r e n t  
rev iew.  

The  v i c i s s i t u d e s  of t h e  w o r l d  economy 

I 
H i s  s econd  comment of p r i n c i p l e ,  M r .  Wicks a d d e d ,  was t h a t  access 

s h o u l d  n o t  be d i s c u s s e d  u n l e s s  t h e r e  was some d i s c u s s i o n  of f i n a n c i n g .  I n  
t h e  s e a r c h  f o r  f i n a n c e ,  t h e  f i r s t  p r i o r i t y  s h o u l d  be t o  see w h e t h e r  t h e  
Fund c o u l d  o b t a i n  f u r t h e r  l i n e s  o f  c r e d i t  f rom o f f i c i a l  s o u r c e s .  But what- 
ever t h e  r e s p o n s e  f rom o f f i c i a l  q u a r t e r s ,  and  assuming some a v a i l a b i l i t y  
of r e s o u r c e s  f rom t h e  e n l a r g e d  G e n e r a l  Arrangements  t o  Borrow, more f i n a n c e  
would s t i l l  p r o b a b l y  b e  needed  i f  p r o j e c t e d  commitments were t o  be c o v e r e d ,  
wha teve r  p r e c i s e  a c c e s s  l i m i t s  were chosen .  For r e a s o n s  t h a t  h e  w e l l  unde r -  
s t o o d ,  t h e  way i n  wh ich  t h e  f i n a n c i n g  gap s h o u l d  be m e t '  had n o t  been  c o v e r e d  
i n  g r e a t  d e t a i l  in EBS/83/79 ,  and  t h e  s t a f f  s h o u l d  p r e p a r e  a p a p e r  on t h a t  
p a r t i c u l a r  a s p e c t .  One f i n a n c i n g  s o l u t i o n  t h a t  h i s  a u t h o r i t i e s  were w i l l i n g  
t o  c o n s i d e r  was m a r k e t  b o r r o w i n g  by t h e  Fund. But t h a t  marke t  b o r r o w i n g  
would be t empora ry ,  a n d  would  be phased  o u t  as e n l a r g e d  access w a s  phased  
o u t .  H e  would be i n t e r e s t e d  t o  l e a r n  of a n y  o . t h e r  i d e a s  t h e  s t a f f  migh t  
have .  . *  

As f o r  t h e  p a s t  a p p l i c a t i o n  of t h e  e n l a r g e d  access p o l i c y ,  M r .  Wicks 
c o n t i n u e d ,  h e  f u l l y  e n d o r s e d  t h e  t h r u s t  of t h e  a rgument  made by t h e  s t a f f  
i n  i t s  c o n c l u s i o n s  t h a t  t h e  l i m i t  was not  a n  e n t i t l e m e n t .  I n  g e n e r a l ,  h i s  
a u t h o r i t i e s  had  a g r e e d  w i t h  t h e  c r i t e r i a  a p p l i e d  by management i n  t h e  
d i f f i c u l t  t a s k  o f  d e t e r m i n i n g  2 p p r o p r i a t e  access i n  i n d i v i d u a l  cases. H e  
d i d  have  two comments t o  make on t h e  way i n  which t h e  p o l i c y  of e n l a r g e d  
a c c e s s  had been a d m i n i s t e r e d  i n  t h e  p a s t .  F i r s t ,  h i s  c h a i r  had n o t  always 
been  s u r e  t h a t  use of e n l a r g e d  a c c e s s  had been  c o n s i s t e n t  w i t h  t h e  c r i t e r i a  
of E x e c u t i v e  Board D e c i s i o n  No. 6783-(81/40) .  P a r t i c u l a r l y  w h e r e  a 
c o u n t r y ' s  c u r r e n t  a c c o u n t  w a s  i n  b road  b a l a n c e ,  i t  was by no means c l ea r  
t h a t  t h e  problem r e q u i r e d  "a r e l a t i v e l y  l o n g  p e r i o d  of a d j u s t m e n t  a n d  a 
maximum p e r i o d  f o r  r e p u r c h a s e  l o n g e r  t h a n  t h e  t h r e e  t o  f i v e  y e a r s  u n d e r  
t h e  c r e d i t  t r a n c h e  p o l i c i e s . "  The s t a f f  s h o u l d  s p e c i f i c a l l y  a d d r e s s  t h e  
a rguments  f o r  e x t e n d e d  f i n a n c i n g  i n  i t s  p a p e r s  on r e q u e s t s  € o r  d r a w i n g s  
under  t h e  e n l a r g e d  a c c e s s  f a c i l i t y .  
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Second,  h e  had been s u r p r i s e d  t h a t  no u s e  had been made of t h e  
p r o v i s i o n  i n  t h e  1980 g u i d e l i n e s  t h a t  a c c e s s  above  t h e  l i m i t  s h o u l d  be 
a v a i l a b l e  i n  s u p p o r t  of " a n  e x c e p t i o n a l l y  s t r o n g  program o f  a d j u s t m e n t , "  
Mr. Wicks went on. T h a t  f l e x i b i l i t y  might  be more a c t i v e l y  used i n  t h e  
f u t u r e ,  i r r e s p e c t i v e  o f  t h e  access l i m i t  chnsen.  However, access above  
t h e  l i m i t  s h o u l d  be a l l o w e d  o n l y  t o  members t h a t  had a g r e e d  t o  t i g h t e n  
t h e i r  a d j u s t m e n t  e f f o r t s  s t i l l  f u r t h e r .  

A s  f o r  t h e  o p e r a t i o n a l  f e a t u r e s  d e a l t  w i t h  i n  t h e  s t a f f  p a p e r ,  
Mr. Wicks c o n s i d e r e d  t h a t  t h e  g u i d i n g  p r i n c i p l e s  s h o u l d  b e  t h a t  adminis -  
t r a t i v e  s i m p l i c i t y ,  d e s i r a b l e  as i t  a l w a y s  was ,  s h o u l d  be weighed a g a i n s t  
t h e  p r i n c i p l e  of n o t  d e p l e t i n g  t h e  F u n d ' s  scarce o r d i n a r y  r e s o u r c e s .  In 
t h a t  l i g h t ,  i t  seemed a l i t t l e  anomalous t h a t  t h e  165  p e r  c e n t  q u o t a  l i m i t  
f o r  u s e  of o r d i n a r y  r e s o u r c e s  c o m p r i s e d  b o t h  f i v e - y e a r  and t e n - y e a r  draw- 
ings. U n f o r t u n a t e l y ,  w h i l e  i t  would be l o g i c a l  t o  harmonize t h e  r e p u r c h a s e  
p e r i o d  f o r  f i r s t  c r e d i t  t r a n c h e  d r a w i n g s  made s i m u l t a n e o u s l y  w i t h  e x t e n d e d  
Fund f a c i l i t y  d r a w i n g s ,  i t  was n o t  a l t o g e t h e r  c lear  t h a t  t h e  Fund h a d ,  
s u f f i c i e n t  of i t s  own r e s o u r c e s  t o  p e r m i t  f i n a n c i n g  t h e  f u l l  1 6 5  p e r  c e n t  
f o r  up  t o  t e n  y e a r s .  Thus ,  i t  m i g h t  be wiser t o  d e f e r  c o n s i d e r a t i o t i  of 
t h a t  m a t t e r  f o r  t h e  time b e i n g .  

The i d e a  ment ioned  on p a g e  29 of  EBS/83/79  t h a t  d r a w i n g s  u n d e r  t h e  
f i r s t  c r e d i t  t r a n c h e  s h o u l d  b e  made a v a i l a b l e  w i t h o u t  m a t c h i n g  borrowed 
r e s o u r c e s ,  a l t h o u g h  i t  m i g h t  l e a d  t o  some a d m i n i s t r a t i v e  s i m p l i f i c a t i o n ,  
would be u n a c c e p t a b l e  t o  him a t  a t i m e  when t h e  F u n d ' s  o r d i n a r y  r e s o u r c e s  
were a l r e a d y  u n d e r  s t r a i n .  A t  p r e s e n t ,  t h e  r a t i o  of o r d i n a r y  and borrowed 
r e s o u r c e s  o p e r a t e d  s o  as  t o  f r o n t - l o a d  t h e  u s e  o f  o r d i n a r y  r e s o u r c e s .  
C o n s i d e r a t i o n  might  be g i v e n  i n s i e a d  t o  s p a c i n g  t h e  u s e  of o r d i n a r y  
r e s o u r c e s  o v e r  t h e  e n t i r e  commitment p e r i o d  of a n  a r r a n g e m e n t :  a c o n s t a n t  
p r o p o r t i o n  of each p u r c h a s e  c o u l d  be f i n a n c e d  from o r d i n a r y  r e s o u r c e s .  

On c h a r g e s ,  Mr. Wicks went  o n ,  t h e  e x i s t i n g  d i v e r s i t y  of  ra tes  of  
c h a r g e  between o r d i n a r y  and borrowed r e s o u r c e s  s h o u l d  be m a i n t a i n e d .  
Hi . s  a u t h o r i t i e s  b e l i e v e d  i t  t o  be a p p r o p r i a t e  t h a t  members making u s e  of 
t h e  Fund ' s  s p e c i a l  f a c i l i t i e s  and e n l a r g e d  access s h o u l d  meet t h e  ex t ra  
c o s t  i n v o l v e d .  H e  would a l s o  be  p r e p a r e d  t o  c o n s i d e r  s h o r t e n i n g  t h e  
r e p u r c h a s e  p e r i o d  f o r  borrowed r e s o u r c e s ,  s h o u l d  i t  prove  n e c e s s a r y  t o  
a v o i d  s t r a i n i n g  t h e  F u n d ' s  l i q u i d i t y .  

The E x e c u t i v e  Board s h o u l d  not  be a s k e d  t o  commit i t s e l f  t o  p r e c i s e  
access l i m i t s ,  Mr. Wicks a d d e d ,  b e f o r e  coming t o  a c l e a r e r  u n d e r s t a n d i n g  
a b o u t  t h e  l i k e l y  l e v e l  of o f f i c i a l  bor rowing  by t h e  Fund i n  1983 and t h e  
p r o s p e c t s  f o r  Fund f i n a n c i n g  beyond t h e  p r e s e n t  year.  N e v e r t h e l e s s ,  h i s  
a u t h o r i t i e s  had a few t h o u g h t s  o n  t h e  m a t t e r .  F i r s t ,  some r e d u c t l o n  i n  
t h e  p r e s e n t  m u l t i p l e s  of e n l a r g e d  access  would be  w a r r a n t e d  a f t e r  t h e  
q u o t a  i n c r e a s e  took  e f f e c t .  On t h e  o t h e r  hand ,  i n  p r e s e n t  c i r c u m s t a n c e s ,  
t h e  Fund had t o  be a b l e  t o  make a n  a d e q u a t e  c o n t r i b u t i o n  t o  members' 
f i n a n c i n g  needs i f  I t  was t o  seem c r e d i b l e  when t r y i n g  t o  p e r s u a d e  commer- 
c i a l  banks t o  c o n t r i b u t e  f r e s h  money t o  c o u n t r i e s  w i t h  s u b s t a n t i a l  d e b t s .  
He noted  t h a t  t h e  s t a f f ' s  recommended l i m i t s  of  125  p e r  c e n t  i n  one  yea r  
o r  3 7 5  per c e n t  i n  t h r e e  y e a r s  would e n s u r e  no  l o s s  of a c c e s s  f o r  a n y  
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member and  would g i v e  u s e f u l  headroom f o r  t h o s e  c u r r e n t l y  a p p r o a c h i n g  
t h e i r  l i m i t s .  From a f i n a n c i n g  v i e w p o i n t ,  however ,  5 :  would be eas ie r  
t o  accept some i n i t i a l  i n c r e i E c  i n  a n n u a l  access i f  i t  we:(' g e n e r a l l y  
a c c e p t e d  t h a t  t h e  l i m i t  would  be p r o g r e s s i v e l y  wound down s u b s e q u e n t l y .  
Second ,  i t  was r e a s s u r i n g  t o  l earn  f rom t h e  s t a f f ' s  a n a l y s i s  of t h e  
r e l a t i o n s h i p  be tween t h e  c u m u l a t i v e  access l i m i t s  and a c t u a l  access by 
member c o u n t r i e s  t h a t  t h e  p r e s e n t  c u m u l a t i v e  l i m i t  l e f t  a d e q u a t e  headroom,  
e s p e c i a l l y  i n  view o f  t h e  number of p o o r ,  h e a v i l y  i n d e b t e d  c o u n t r i e s  t h a t  
would need  s u s t a i n e d  Fund s u p p o r t  f o r  a d j u s t m e n t .  Because  t h e  p u r p o s e  of 
a c u m u l a t i v e  l i m i t  was t o  p r e v e n t  members f rom becoming o v e r i n d e b t e d  ta 
t h e  Fund,  a case c o u l d  b e  made f o r  i n c l u d i n g  d r a w i n g s  unde r  a l l  f a c i l i t i e s ?  
e v e n  i f  so do ing  meant a s l i g h t l y  h i g h e r  o v e r a l l  l i m i t .  T h e  s t a f f  m i g h t  
exami ne t h a t  po s s i b i li t y . 

To sum up,  M r .  Wicks c o n c l u d e d  t h a t  a l t h o u g h  t h e  s t a f f  was p o i n t i n g  
t h e  r i g h t  d i r e c t i o n ?  any  s o l u t i o n  s h o u l d  be biAsed on t h e  p r i n c i p l e s  t h a t  
e n l a r g e d  a c c e s s  was t e m p o r a r y  and  would be phased  down and t h a t  there  
would be a d e q u a t e  f u t u r e  s o u r c e s  o f  f i n a n ' c e .  

Mr. Kafka n o t e d  t h a t  t h e  s u b j e c t  u n d e r  d i s c u s s i o n  w a s  e x t r m e l y  
c o m p l i c a t e a .  F o r  t h a t  r e a s o n ,  he hoped t h a t  no a t t e m p t  would b e  made t o  
r e a c h  a d e c i s i o n  a t  t h e  p r e s e n t  m e e t i n g .  As a matter o f  p r i n c i p l e ,  h e  
t o o  r e g a r d e d  e n l a r g e d  access a s  a t e m p o r a r y  p o l i c y ,  b u t  h e  d i d  n o t  b e l i e v e  
t h a t  t h e  s i t u a t i o n  was c l ea r  enough t o  c o n s i d e r  t h e  ra te  a t  which  e n l a r g e d  
access s h o u l d  be r e d u c e d  o r  e v e n  i t s  e v e n t u a l  e l i m i n a t i o n .  F o r  t h e  time 
b e i n g ,  i t  would be n e c e s s a r y  t o  l i v e  w i t h  t h e  p o l i c y .  

It wculd be i m p o s s i b l e ,  M r .  Ka fka  c o n s i d e r e d ,  e v e n - i n  t h e o r y ,  to t r y  
t o  s e t  maximum l i m i t s  t h a t  l e d  t o  t h e  loss of p o t e n t i a l  a b s o l u t e  a c c e s s  
f o r  any  c o u n t r y  a f t e r  t h e  q u o t a  increase went i n t o  e f f e c t .  T h e o r e t i c a l l y ,  
i t  s h o u l d  p e r h a p s  n o t  make any  d i f f e r e n c e  w h e t h e r ,  a s  a t  p r e s e n t ,  a member 
f r e q u e n t l y  remained  be low maximum a c c e s s  b e c a u s e  of l a c k  of n e e d ,  o r  w h e t h e r  
a n  a s s u r a n c e  was g i v e n  t h a t  t h e  maximum a c c e s s  l i m i t s  se t  i n  r e l a t i o n  t o  
new q u o t a s  c o u l d  be e x c e e d e d  i n  case of need .  The l a t t e r  a p p r o a c h ,  however ,  
c o u l d  r e s u l t  i n  members w i t h  r e l a t i v e l y  low q u o t a  i n c r e a s e s  f a c i n g  d i f f i -  
c u l t i e s  t h a t  t h e y  d i d  n o t  h a v e  a t  p r e s e n t .  Yet even  w i t h  maximum access 
s e t  a t  a p r o p o r t i o n  e n s u r i n g  unchanged a b s o l u t , e  p o t e n t i a l  a c c e s s  f o r  a l l  
members- -apparent ly  t h e  s t a f f ' s  f a v o r e d  p o s i t i o n - - n o t  enough would be done  
t o  c o r r e c t  t h e  l i m i t a t i o n s  of t h e . p r e s e n t  maximum a c c e s s .  The s t a f f  had 
e x p l a i n e d  t h o s e  l i m i t a t i o n s  i n  c o n v i n c i n g  terms and  w i t h  c o n c r e t e  examples. 
Whatever new maximum a c c e s s  was a g r e e d  upon ,  i t  a l s o  had t o  b e  a g r e e d  t h a t  
t h e  maximum c o u l d  b e  e x c e e d e d  i n  c a s e  of n e e d ,  even  i n  t h e  i n t e r i m  p e r i o d  
b e f o r e  t h e  new q u o t a s  went  i n t o  e f f e c t .  Moreove r ,  c o n s i d e r a t i o n  would 
a l s o  have  t o  be g i v e n  t o  p r o v i d i n g  a d e q u a t e  a b s o l u t e  i n c r e a s e s  i n  a c c e s s  
unde r  t h e  compensa to ry  f i n a n c i n g  f a c i l i t y .  

He was somewhat unhappy a b o u t  t h e  i d e a  t h a t  maximum a c c e s s  was 
i n a p p r o p r i a t e ,  o t h e r  t h i n g s  b e i n g  e q u a l ,  u n l e s s  t h e  e x t e r n a l  p o s i t i o n  oE 
a c o u n t r y  was e x p e c t e d  t o  r e c o v e r  r a p i d l y ,  Mr. Kafka s t a t e d .  Whether t h e  
s i t u a t i o n  would t u r n  a r o u n d  q u i c k l y  € o r  a c o u n t r y  would depend v e r y  much 
on  t h e  program a d o p t e d  by t h e  member ,  and t h e  program i n  t u r n  depended 
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g r e a t l y  on t h e  a s s i s t a n c e  made a v a i l a b l e .  
r e q u i r e  s p e c i a l  e f f o r t s ,  u n d e r w r i t t e n  by a h i g h  l e v e l  of s u p p o r t ,  t o  make 
p o s s i b l e  a r a p i d  t u r n a r o u n d .  Where e v e n  s u c h  a s p e c i a l  e f f o r t  was i n a d e -  
q u a t e ,  t h e  s t a f f ' s  a t t i t u d e  was a p p a r e n t l y  t o  s u g g e s t  t h a t  t h e  Fund s h o u l d  
f e e d  o u t  sma l l  amounts  i n  r e l a t i o n  t o  q u o t a  t o  a l l e v i a t e  a c o u n t r y ' s  d i f f i -  
c u l t i e s  w h i l e  e n s u r i n g  t h a t  i t  remained  below t h e  p o t e n t i a l  maximum P b s o l u t e  
a c c e s s  l imi t s .  Such  a p l a n  would be a c o n f e s s i o n  of f a i l u r e .  C e r t a i n l y ,  
t h e  Fund c w l d  n o t  s o l v e  a l l  t h e  b a l a n c e  of payments  problems i n  t h e  w o r l d ;  
as  t h e  c e n t r a l  i n s t i t u t i o n  c o n c e r n e d  w i t h  b a l a n c e s  of payments ,  i t  s h o u l d  
be  ab le- - in  a l l  bu t  t h e  most  e x c e p t i o n a l  ca ses - - to  p e r s u a d e  l e n d e r s  t o  
c o n t r i b u t e  enough r e s o u l - e s  so t h a t  t h e  s i t u a t i o n  of a member c o u n t r y  
c o u l d  be tu rned  a round  w i t h i n  a f o r e s e e a b l e  p e r i o d .  

Deep-seated problems might  

That  t h e  access l i m i t s  luent ioned  by t h e  s t a f f  s h o u l d  r e q u i r e  c o n t i n u e d  
r e c o u r s e  t o  bor rowing  by t h e  Fund was a consequence  of t h e  i n a d e q u a t e  
i n c r e a s e  i n  Fund q u o t a s  t h a t  had  j u s t  been approved ,  Mr. Kafka s t a t e d .  
T h e r e  was n o t h i n g  f r i g h t e n i n g  i n  t h a t ,  i n .  t h e  p r e s e n t  e x c e p t i o n a l l y  
d i s t u r b e d  times, t h e  Fund s h o u l d  c o n t i n u e  t o  r e l y  on bo r rowing ,  even  
s u b s t a n t i a l  bor rowing .  A Canad ian  p r o p o s a l  s u b m i t t e d  t o  t h e  B r e t t o n  
Woods Confe rence  would have  a u t h o r i z e d  t h e  Fund t o  r e q u i r e  members t o  
l e n d  t h e i r  c u r r e n c i e s  t o  t h e  Fund i n  a n  amount up t o  50 per c e n t  of t h e i r  
q u o t a s .  In view of  t h e  r e l u c t a n c e  of  a l l  b u t  one  member t o  make r e s o u r c e s  
a v a i l a b l e  t o  t h e  Fund--at l e a s t  w i t h o u t  t h e  need f o r  a f u r t h e r  c o l l e c t i v e  
d e c i s i o n  t a k e n  o u t s i d e  t h e  Fund-- there  would be  n o t h i n g  wrong i n  t h e  F u n d ' s  
bo r rowing  f rom p r i v a t e  as w e l l  as from o f f i c i a l  l e n d e r s .  Such p r i v a t e  
bo r rowing  s h o u l d  be a t t e m p t e d  on a modest  sca le  a t  once ,  t o  t e s t  t h e  
marke t ,  and  h e  encouraged  t h e  s t a f f  t o  s u b m i t  s u g g e s t i o n s  on how b e s t  t o  
approach  p r i v a t e  l e n d e r s .  

On t h e  t e c h n i c a l  p o i n t s ,  Mr. Kafka s a i d ,  f i r s t ,  w i t h  r e s p e c t  t o  
t h e  mix of o r d i n a r y  and borrowed r e s o u r c e s ,  t h a t  t h e  need  t o  s a f e g u a r d  
a n  a p p r o p r i a t e  l i q u i d i t y  r a t i o  s u g g e s t e d  t h e  a d v i s a b i l i t y  of  abandon ing  
t h e  p r e s e n t  fo rmula  and  of  making resources- -whether  borrowed o r  s u b s c r i b e d - -  
a v a i l a b l e  on u n i f o r m  terms u n d e r  a n  ag reemen t  t o  m a i n t a i n  a n  a d e q u a t e  l e v e l  
of bor rowing  by t h e  Fund. Second ,  one  way o f  l e v y i n g  c h a r g e s  would be t o  
b a s e  them, a t  t h e  t i m e  that t h e  d rawing  was made, on t h e  p r o p o r t i o n  of 
uncommit ted borrowed and  s u b s c r i b e d  r e s o u r c e s  a v a i l a b l e  t o  t h e  Fund o v e r  
a r e a s o n a b l e  p e r i o d  i n  t h e  f u t u r e .  T h i r d ,  t h e  a b o l i t i o n  of mixing  proce-  
d u r e s  would a l s o  imp ly  some t r a n s f o r m a t i o n  of m a t u r i t i e s  t h a t  would seem 
t o  be r i s k l e s s  and p r e f e r a b l e  t o  s h o r t e n i n g  t h e  repayment  p e r i o d .  

Mr. de  G r o o t e  c o n s i d e r e d  t h a t  i t  was d e s i r a b l e  f i r s t  t o  d e a l  w i t h  
mat te rs  of  p r i n c i p l e  and t o  t a c k l e  t h e  t e c h n i c a l  i s s u e s  t h e r e a f t e r .  

The f i r s t  ma jo r  p r i n c i p l e  t o  be c o n s i d e r e d ,  Mr. de  G r o o t e  remarked ,  
was t h a t  a c c e s s  t o  t h e  F u n d ' s  r e s o u r c e s  s h o u l d  be de t e rmined  by t h e  m a i n  
f u n c t i o n  of t h e  Fund,  which  was t o  promote  a d j u s t m e n t ,  a d j u s t m e n t  b e i n g  
p o s s i b l e  o n l y  i f  i t  was s u p p o r t e d  by a p p r o p r i a t e  f i n a n c i n g .  T h e  main 
o b j e c t i v e  t h e r e € o r e  had  t o  be t o  € i n d  t h e  r e s o u r c e s  t h a t  t h e  Fund needed  
t o  c a r r y  o u t  i t s  r e s p o n s i b i l i t i e s ,  and inore s p e c i f i c a l l y ,  t o  e n a b l e  i t  
t o  c o n t i n u e  t o  e x t e n d  c o n d i t i o n a l  c r e d i t  whereve r  i t  was needed  t o  c a r r y  
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o u t  macroeconomic and  s t r u c t u r a l  a d j u s t m e n t .  A t  t h e  p r e s e n t  p r e l i m i n a r y  
s t a g e  of t h e  d i s c u s s i o n ,  access l i m i t s  of 125  p e r  c e n t  i n  o n e  y e a r  o r  
375 p e r  c e n t  i n  t h r e e  y e a r s ,  based  on  new q u o t a s ,  would seem t o  be a d e q u a t e  
t o  meet t h e  l i k e l y  n e e d s  f o r  Fund f i n a n c i n g .  Those  l i m i t s  would of c o u r s e  
b e  exceeded  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 .  Me saw no p o s s i b i l i t y ,  g i v e n  
p r e s e n t  f i n a n c i n g  n e e d s ,  t o  end t h e  p o l i c y  o n  e x t e n d e d  a c c e s s  when t h e  
i n c r e a s e d  q u o t a s  became o p e r a t i o n a l .  

H i s  second g e n e r a l  c o n s i d e r a t . i o n ,  Mr. de  G r o o t e  c o n t i n u e d ,  was t h a t  
s i n c e  t h e  Fund had  t o  be a b l e  t o  p u r s u e  i t s  c o n d i t i o n a l  l e n d i n g  o v e r  t h e  
p e r i o d  between t h e  E i g h t h  and t h e  N i n t h  Quota Reviews, i t s  l i q u i d i t y  
p o s i t i o n  s h o u l d  be examined  f o r  a f i v e - y e a r  p e r i o d  a h e a d ,  u n l e s s  t h e  
E x e c u t i v e  Board d e c i d e d  t o  a v a i l  i t s e l f  of t h e  p o s s i b i l i t y  s u g g e s t e d  by 
t h e  I n t e r i m  Committee of s h o r t e n i n g  i n e  q u i n q u e n n i a l  r e v i e w  p e r i o d .  The  
most o b v i o u s  way o f  m e e t i n g  t h e  medium-tern l i q u i d i t y  r e q u i r e m e n t s  of t h e  
Fund was t o  e n v i s a g e  as  s o o n  a s  f e a s i b l e  a f i r m  commitment by t h e  p a r t i c i -  
p a n t s  i n  t h e  G e n e r a l  Ar rangemen t s  t o  Borrow (GAB) t o  b r i n g  t h e  Ar rangemen t s  
i n t o  c o n t i n u o u s  o p e r a t i o n  s h o r t l y  a f t e r  t h e y  had been r a t i f i e d ,  whi , le  
o b t a i n i n g  a f i r m  commitment f rom o t h e r  p o s s i b l e  s o u r c e s  of o f f i c i a l  
f i n a n c i n g ,  i n  t h e  s p i r i t  o f  p r e v i o u s  a r r a n g e m e n t s .  A t  t h e  same t i m e ,  
c a u t i o n  would a r g u e  f o r  c o n s i d e r i n g  how, i n  due t i m e ,  t h e  Fund migh t  
complement t h o s e  v a r i o u s  s o u r c e s  of f i n a n c e  by r e c o u r s e  t o  t h e  m a r k e t s .  

- 
He saw 8 r e a l  n e e d ,  Mr. d e  G r o o t e  s t a t e d ,  f o r  b e g i n n i n g  n e g o t i a t i o n s  

w i t h  t h e  GAB p a r t i c i p a n t s  and  o t h e r  s o u r c e s  of f i n a n c i n g ,  and  t o  c o n s i d e r  
s u c h  p o s s i b i l i t i e s  as access t o  t h e  m a r k e t s ,  w i t h o u t  d e l a y .  O t h e r w i s e ,  
h e  f a i l e d  t o  see how t h e  E x e c u t i v e  Board c o u l d  be p r e s e n t e d  w i t h  r e a l i s t i c  
p r o p o s a l s  t o  a l l o w  t h e  Fund t o  ac t  i n  c o n f o r m i t y  w i t h  i t s  r e s p o n s i b i l i t i e s .  
It  would b e  most damaging  t o  t h e  c r e d i t w o r t h i n e s s  of  t h e  i n s t i t u t i o n  i f  
s u c h  n e g o t i a t i o n s  were n o t  u n d e r t a k e n  u n t i l  t h e  F u n d ' s  l i q u i d i t y  r a t i o  
r e a c h e d  a c r i t i c a l  p o i n t .  F u r t h e r m o r e ,  a medium-term a p p r o a c h  was e s s e n c i a l  
i f  bo r rowing  members were t o  be o f f e r e d  a mix of t h e  F u n d ' s  own r e s o u r c e s  
and  borrowed r e s o u r c e s  t h a t  would be e q u i t a b l e  f rom t h e  p o i n t  o f  v i ew of 
a l l  member c o u n t r i e s ,  n o t  o n l y  t h o s e  members t h a t  migh t  have  had t h e  
b e n e f i t  of a b e t t e r  mix by h a v i n g  t o  make u s e  of t h e  F u n d ' s  r e s o u r c e s  a t  
a n  e a r l i e r  s t a g e .  

H e  was s t r e n g t h e n e d  i n  h i s  v i e w  by r e c e n t  deve lopmen t s  i n  t h e  i n d e b t -  
e d n e s s  and  b a l a n c e  of payments  p o s i t i o n s  o f  d e v e l o p i n g  c o u n t r i e s  i n  . 
p a r t i c u l a r ,  M r .  de G r o o t e  c o n t i n u e d ,  and  by t h e  e q a c t a t i o n  t h a t  commerc ia l  
banks  were u n l i k e l y  t o  make u p  f o r  t h e  c o n d i t i o n a l  l e n d i n g  t h a t  s h o u l d  
be e x t e n d e d  t o  members by t h e  Fund. I t  was g e n e r a l l y  a g r e e d  t h a t  b o r r o w i n g  
s h o u l d  n o t  become a permanent  f e a t u r e  o f  t h e  F u n d ' s  o p e r a t i o n s .  B u t  borrow- 
i n g  c o u l d  be a v o i d e d  o n l y  i f  q u o t a s  were commensurate w i t h  t h e  Fund's 
r e s p o n s i b i l i t i e s .  

I 

On t h e  t e c h n i c a l  p o i n t s ,  Mr. de C r o o t e  a d d e d ,  i f  a c c e s s  t o  t h e  F u n d ' s  
r e s o u r c e s  were m a i n t a i n e d  a t  a s u f f i c i e n t  l e v e l ,  t h e  p r e s e n t  mix between 
owned r e s o u r c e s  and  bor rowed r e s o u r c e s  coulcf p e r h a p s  be m o d i f i e d  i 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 and  t h e  d u r a t i o n  o f  t h e  bo r rowing  i n  q u e s t i o n  
were t o  become c r i t e r i a .  From t h a t  p o i n t  of view i t  would b e  l o g i c a l  t o  
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u s e  borrowed r e s o u r c e s  f i r s t  t o  f i n a n c e  d rawings  unde r  f a c i l i t i e s  t h a t  d i d  
n o t  c a l l  f o r  s p e c i a l  measu res  of  a d j u s t m e n t .  The F u n d ' s  c o n d i t i o n a l  
r e s o u r c e s  c o u l d  be used  f o r  d r a w i n g s  t h a t  were more c o n d i t i o n a l :  f o r  
i n s t a n c e ,  p r i o r i t y  c o u l d  be g i v e n  t o  u s i n g  borrowed r e s o u r c e s  t o  c o v e r ,  a t  
l e a s t  i n  p a r t ,  r e c o u r s e  t o  t h e  compensa to ry  f i n a n c i n g  f a c i l i t y .  

I n  a d d i t i o n ,  Mr. de  G r o o t e  s a i d ,  t o  improve t h e  F u n d ' s  l i q u i d i t y  
and  t o  s i m p l i f y  e x i s t i n g  p r o c e d u r e s ,  c o n s i d e r a t i o n  ff i ight  p e r h a 2 s  be g i v e n  
f i r s t ,  t o  r e p l a c i n g  t h e  r a t i o  of  o r d i n a r y  t o  borrowed r e s o u r c e s  i n  t h e  
f i r s t  c r e d i t  t r a n c h e  o f  2 : l  by a r a t i o  t h a t  would be u n i f o r m  i i \  a l l  
t r a n c h e s ,  and p e r h a p s  s u p p r e s s i n g  t h e  f l o a t i n g  c h a r a c t e r  of  t h e  e x t e n d e d  
Fund f a c i l i t y .  The s h a r e  o f  borrowed r e s o u r c e s  i n  t h e  mix c o u l d  >e 
i n c r e a s e d ,  a t  l e a s t  t o  a v o i d  r e q u e s t s  by members f o r  r e v i s i o n s  of  s t and-by  
a r r a n g e m e n t s  a f t e r  t h e  i n c r e a s e  i n  q u o t a s  f o r  t h e  s o l e  p u r p o s e  of  o b t a i n -  
i n g  a g r e a t e r  s h a r e  of o r d i n a r y  r e s o u r c e s .  The g e n e r a l  p o s i t i o n s  t h a t  
h e  had  t a k e n  were f u l l y  s u p p o r t e d  by a l l  t h e  members of h i s  c o n s t i t u e n c y .  

M r .  Lovato  obse rved  t h a t  t h e  d i s c u s s i o n  of t h e  p o l i c y  o n  e n l a r g e d  
access was of  g r e a t  i m p o r t a n c e  f o r  t h e  f u t u r e  o p e r a t i o n  of t h e  Fund. '  The  
matter had many complex a s p e c t s ,  and  t h e  v i ews  he  o f f e r e d  would be p r e l i m -  . 
i n a r y .  F i r s t ,  on t h e  main i s s u e  of  access l i m i t s ,  t h e  d e c i s i o n  was b a s i -  
c a l l y  o n e  of making a t r a d e - o f f  be tween  a s t r o n g e r  f i n a n c i a l  s t r u c t u r e  
f o r  t h e  Fund and a g r e a t e r  c a p a c i t y  of  t h e  Fund t o  h e l p  m e m u e r  c o u n t r i e s  
i n  b a l a n c e  of payments  d i f f i c u l t i e s .  A r e d u c t i o n  of a c c e s s  &s a m u l t i p l e  
of  q u o t a s  was d e f i n i t e l y  i n  o r d e r .  However, as o t h e r s  had n o t e d ,  t h e  
problem a r o s e  from t h e  f a c t  t h a t  t h e  n o n p r o p o r t i o n a l  c h a r a c t e r  of t h e  
q u o t a  i n c r e a s e  would compel  t h e  Fund t o  d e c i d e  e i t h e r  t o  r e d u c e  t h e  
a b s o l u t e  amount of maximum access f o r  some c o u n t r i e s ,  o r  t o  i n c r e a s e  i t  
f o r  a l l .  T h e r e  was no u n e q u i v o c a l  s o l u t i o n  t o  t h a t  di lemma,  as  t h e r e  
had been  u n d e r  t h e  S e v e n t h  Q u o t a  Review. 

Management had  d i s p l a y e d  a h i g h  d e g r e e  of  s k i l l  i n  combining  t h e  
amount of Fund r e s o u r c e s  used  and c o n d i t i o n a l i t y  commensurate  w i t h  t h e  
s e r i o u s n e s s  o f  e a c h  i n d i v i d u a l  s i t u a t i o n ,  M r .  Lova to  c o n t i n u e d .  F u r t h e r -  
more,  t h e  E x e c u t i v e  Board r e t a i n e d  t h e  c a p a c i t y  t o  i n c r e a s e  any l i m i t ,  
s h o u l d  a p a r t i c u l a r  program r e q u i r e  i t .  N o n e t h e l e s s ,  f o r m a l  a c c e s s  
l i m i t s  were i m p o r t a n t  b e c a u s e  t h e y  gave  a n  i n d i c a t i o n  t o  member c o u n t r i e s  
and  t o  t h e  f i n a n c i a l  community of t h e  s c o p e  OF t h e  F u n d ' s  o p e r a t i o n s  i n  
t h e  immedia te  f u t u r e .  I n  t h a t  c o n n e c t i o n ,  h e  b r o a d l y  a g r e e d  w i t h  t h e  
a s s e s s m e n t  t h a t  t h e  Fund would h a v e  an i n c r e a s e d  r o l e  i n  t h e  y e a r s  ahead  
i n  view o f  t h e  p r o g r e s s i v e  r e d u c t i o n  of t h e  e x p o s u r e  of i n t e r n a t i o n a l  
banks toward LDCs  and  t h e  s t i l l  u n s e t t l e d  c o n d i t i o n s  i n  many member 
c o u n t r i e s .  Those  c o n s i d e r a t i o n s  amply j u s t i f i e d  t h e  c o n t i n u a t i o n  of 
t h e  p o l i c y  of e n l a r g e d  access. 

I n  d e t e r m i n i n g  t h e  l i m i t s  on access ,  Mr. Lova to  c o n t i n u e d ,  t h e  f i r s t  
c o n s i d e r a t i o n  t o  be bo rne  i n  mind was t h e  need  t o  a v o i d ,  t o  t h e  e x t e n t  
p o s s i b l e ,  p u t t i n g  c o u n t r i e s  w i t h  c u r r e n t l y  e x i s t i n g  a r r a n g e m e n t s  i n  t h e  
awkward p o s i t i o n  of  making a d v a n c e  r epaymen t s  o r  of l o o k i n g  f o r  w a i v e r s  
on a n  ad hoc  b a s i s .  To do so would c l e a r l y  be  unwise ,  and  would s e n d  a 
t o t a l l y  wrong s i g n a l  t o  t h e  o u t s i d e  wor ld .  A c c o r d i n g l y ,  a d e c i s i o n  aimed 
a t  r e d u c i n g  a c c e s s  i n  t h e  same p r o p o r t i o n  as t h e  i n c r e a s e  i n  q u o t a  would 
b e  u n a c c e p t a b l e  t o  him. 
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The s t a f f  had  p r o v i d e d  many a r g u m e n t s  i n  f a v o r  of a s o l u t i o n  t h a t  
would no t  l e a v e  any  member w i t h  r e d u c e d  a c c e s s  i n  a b s o l u t e  terms, Mr. L o v a t o  
added. The r e l a t i v e l y  modest i n c r e a s e  i n  o v e r a l l  a c c e s s  t h a t  t h a t  s o l u t i o n  
would e n t a i l  was s e e n  t o  be b r o a d l y  i n  l i n e  w i t h  t h e  f o r e s e e a b l e  needs  of 
members and  w i t h  t h e  o v e r a l l  g rowth  i n  i n t e r n a t i o n a l  t r a d e .  B u t  t h a t  
p o s s i b l e  l i n e  of a c t i o n  c a r r i e d  w i t h  i t  c e r t a i n  p rob lems ,  which was why 
h e  wished  t o  a v o i d  t a k i n g  a f i r m  p o s i t i o n  a t  t h e  present  s t a g e .  

The F u n d ' s  bor rowing  r e q u i r e m e n t s ,  f o r  v a r i o u s  l imits  f o r  e n l a r g e d  
access were shown i n  T a b l e  3 of EBS/83/79, Mr. Lovato o b s e r v e d .  Wi th  a l l  
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  t h e  p r o j e c t e d  use of Fund r e s o u r c e s  u n t i l  
1986 ,  i t  c o u l d  c e r t a i n l y  be s a i d  Lhat t h e  need  f o r  borrowed r e s o u r c e s  
would be h igh ,  u n d e r  t h e  most g e n e r o u s  h y p o t h e s i s .  I t  s i g h t  a l s o  be 
somewhat m i s l e a d i n g  t o  i n c l u d e  GAB r e s o u r c e s  as s u c h ,  s i n c e  t h a t  l i n e  o f  
c r e d i t  was not f r e e l y  u s a b l e .  F u r t h e r m o r e ,  a n y  a t t e m p t  t o  o f f s e t  a f a l l  
ir! t h e  F u n d ' s  l i q u i d i t y  r a t i o  by c h a n g i n g  t h e  mix of i t s  r e s o u r c e s  would 
f u r t h e r  i n c r e a s e  t h e  need f o r  borrowed f u n d s .  The d e s i r e  t o  i n c r e a s e  
t h e  s c o p e  of Fund o p e r a t i o n s  would t h e r e f o r e  have  t o  b e  c a r e f u l l y  weighed  
a g a i n s t  t h o s e  drawbacks.  

On t h e  more t e c h n i c a l  p rob lems  men t ioned  i n  S e c t i o n  V of EBS/83/79, 
Mr. Lovato  r emarked ,  h e  was i n  b road  a g r e e m e n t  w i t h  t h e  g e n e r a l  i d e a  of 
s i m p l i f y i n g  p r o c e d u r e s  t h a t  a t  p r e s e n t  r e s u l t e d  i n  a p y a r e n t l y  i l l o g i c a l  

- t r e a t m e n t  of members making u s e  o f  d i f f e r e n t  Fund f a c i l i t i e s .  The f a c t  
t h a t  t h e  e n l a r g e d  a c c e s s  p o l i c y  was b e i n g  g i v e n  a somewhat more permanent  
character t h a n  had o r i g i n a l l y  been  e n v i s a g e d  l e d  h i m  t o  see some a d v a n t a g e  
i n  t h e  s u g g e s t i o n  t o  abandon  t h e  a t t e m p t  t o  b r i n g  t h e  u s e  of borrowed 
r e s o u r c e s  u p  t o  t h e  l e v e l  of t h e  u s e  made e a r l i e r  of o r d i n a r y  r e s o u r c e s .  
It a l s o  seemed l o g i c a l  t o  change  t h e  p r o c e d u r e s  f o r  mix ing  r e s o u r c e s  so 
t h a t  programs unde r  s t and-by  and  e x t e n d e d  a r r a n g e m e n t s  would be f i n a n c e d  
i n  t h e  same way. Such a change  would make i t  d i f f i c u l t  t o  d i s t i n g u i s h  
between t h e  two f a c i l i t i e s  f o r  t h r e e - y e a r  p rograms ,  t h u s  r a i s i n g  t h e  
q u e s t i o n  of t h e  need t o  m a i n t a i n  separa te  i d e n t i t i e s  f o r  a n  i d e n t i c a l  
f a c i l i t y .  However, t h e  change  would  have  t h e  p o s i t i v e  a d v a n t a g e  of 
e l i m i n a t i n g  t h e  p r e s e n t  p o s s i b i l i t y  of a r b i t r a g e  be tween f a c i l i t i e s .  H e  
would n o t  be i n  f a v o r  of  t h e  a l t e r n a t i v e  s o l u t i o n  of a b o l i s h i n g  mix ing  
p r o c e d u r e s  by  making borrowed f u n d s  f u n g i b l e .  T h e r e  was merit i n  k e e p i n g  
t r a c k  of t h e  o r i g i n  of f u n d s  u s e d  t o  f i n a n c e  d i f f e r e n t  t y p e s  of d r a w i n g s ;  
a d i f f e r e n t i a t i o n  of c h a r g e s  a c c o r d i n g  t o  t h e  t y p e  and i n t e n s i t y  of Fund 
F i n a n c i n g  was a l s o  a p p r o p r i a t e .  

Mr. de Maulde j o i n e d  o t h e r  D i r e c t o r s  i n  c o n s i d e r i n g  t h e  p r e s e n t  
d i s c u s s i o n  as  a p r e l i m i n a r y  exchange  of v i e w s ,  t o  be supp lemen ted  by 
f u r t h e r  d i s c u s s i o n s  on all a s p e c t s  o f  a new p o l i c y  on a c c e s s  t o  t h e  F u n d ' s  
r e s o u r c e s ,  as w e l l  a s  on r e l a t e d  m a t t e r s  s u c h  a s  t h e  p o l i c y  on compensa to ry  
F inanc ing  . 

U n q u e s t i o n a b l y ,  t h e  enLarged  access p o l i c y  s h o u l d  be c o n t i n u e d  beyond 
t h e  e n t r y  i n t o  f o r c e  of  t h e  new q u o t a s ,  g i v e n  t h e  f o r e s e e a b l e  wor ld  economic  
and f i n a n c i a l  c o n d i t i o n s ,  M r .  de M a u l d e  s a i d .  A s  c o  the access  l i m i t s ,  
b o t h  common sense and e q u i t y  r e q u i r e d  t h a t  the i n c r e a s e  i n  q u o t a s  s h o u l d  
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n o t  e n t a i l  a r e d u c t i o n  i n  a b s o l u t e  a c c e s s  b u t ,  on t h e  c o n t r a r y ,  a n  i n c r e a s e  
i n  p o t e n t i a l  a c c e s s ,  f o r  two r e a s o n s .  The f i r s t  was c o n s i s t e n c y  w i t h  p a s t  
d e c i s i o n s ,  and t h e  second  was the need  t o  c o n s i d e r  p r e s e n t  economic  and  
f i n a n c i a l  c o n d i t i o n s .  

A s  f o r  be ing  c o n s i s t e n t  w i t h  pas t  d e c i s i o n s ,  Mr. de  Maulde c o n t i n u e d ,  
t h e  r a t i o n a l e  f o r  a n  i n c r e a s e  i n  q u o t a s  was t h a t  i t  s h o u l d  b e  s u f f i c i e n t  
t o  e n a b l e  t h e  Fund t o  d e a l  e f f e c t i v e l y  w i t h  problems of f i n a n c i n g  and 
a d j u s t m e n t  t h a t  f e l l  w i t h i n  i t s  j u r i s d i c t i o n .  The l a t t e r  o b j e c t i v e  was 
of p a r t i c u l a r  r e l e v a n c e  t o  n o n - o i l  d e v e l o p i n g  c o u n t r i e s ,  a c a t e g o r y  o f  
t h e  F u n d ' s  membership t h a t  would see i t s  p o t e n t i a l  a c c e s s  lowered  i n  
a b s o l u t e  terms i n  mos t  of t h e  s c e n a r i o s  s i m u l a t e d  by t h e  s t a f f .  If t h e  
l o w e r  a c c e s s  l i m i t  men t ioned  i n  EBS/83/79 of 102 p e r  c e n t  f o r  one  year 
o r  305 per c e n t  f o r  t h r e e  years were a p p l i e d ,  a s  many as  108 members 
would have  t h e i r  p o t e n t i a l  access r e d u c e d ,  which would b e  g r o s s l y  incon-  
s i s t e n t  w i t h  t h e  pu rpose  of t h e  q u o t a  i n c r e a s e .  To be s u r e ,  t h e  r a t e  of 
i n c r e a s e  of i n d i v i d u a l  q u o t a s  v a r i e d  be tween members, so  t h a t  p o t e n t i a l  
a c c e s s  t o  t h e  Fund c o u l d  n o t  grow a t  t h e  same r a t e  f o r  each  member c o u n t r y ;  
b u t  t h e  v a r i a t i o n  d i d  n o t  mean t h a t  t h e r e  s h o u l d  be z e d u c t i o n s  i n  a b s o l u t e  
maximum a c c e s s .  I t  was a l s o  n e c e s s a r y  t o  act  c o n s i s t e n t l y  w i t h  t h e  v iews  . 
vo iced  by M i n i s t e r s ,  most r e c e n t l y  i n  t h e  F e b r u a r y  tommuniqu6 of t h e  
InLer im Committee,  i n  which  t h e  E x e c u t i v e  Board had been i n v i t e d  no t  
o n l y  t o  have  r e g a r d  t o  deve lopmen t s  i n  t h e  F u n d ' s  l i q u i d i t y ,  but a l s o  t o  
s t u d y  t h e  m a i n t e n a n c e  of t h e  p r e s e n t  e n l a r g e d  l imits on access, namely ,  
150 per c e n t  f n r  one  year o r  450 p e r  c e n t  f o r  t h r e e  years. He g r e a t l y  
r e g r e t t e d  t h a t  n o  s i m u l a t i o n  had been made i n  t h e  s t a f f  paper of t h e  
c o n t i n u e d  a p p l i c a t i o n  of t h o s e  l i m i t s ,  i n  s p i t e  of t h e  c lear  mandate.  

The second b a s i c  r e q u i r e m e n t - - t h a t  t h e  Fund s h o u l d  be i n  a p o s i t i o n  
t o  cope  w i t h  p r e s e n t  wor ld  economic  and  f i n a n c i a l  c o n d i t i o n s - - t h a t  had 
been  t h e  o n l y  r a t i o n a l e  f o r  t h e  d e c i s i o n  t o  l aunch  t h e  e n l a r g e d  access 
p o l i c y ,  Mr. d e  Maulde o b s e r v e d .  O f  c o u r s e ,  t h e  wor ld  economic and  f i n a n -  
c i a l  s i t u a t i o n  had changed s i n c e  1980. The  need f o r  a d j u s t m e n t  w a s  a t  
l e a s t  a s  c r u c i a l ,  and  i t  c a l l e d  f o r  a c o n t i n u e d  c o n t r i b u t i o n  by t h e  
F u n d - - t h e o r e t i c a l ,  t e c h n i c a l ,  and  f i n a n c i a l .  The p r o s p e c t s  f o r  e x t e r n a l  
a i d  f lows  and i n t e r n a t i o n a l  bank l e n d i n g  had become d i s t i n c t l y  d i s q u i e t i n g .  
The E x e c u t i v e  Board would s o o n  have a n  o p p o r t u n i t y  t o  c o n s i d e r  deve lopmen t s  
and  p r o s p e c t s  i n  i n t e r n a t i o n a l  c a p i t a l  m a r k e t s  i n  1983, i n  t h e  l i g h t  of 
a r e c e n t  s t a f f  pape r  (SM/83/74). Accord ing  t o  t h e  c e n t r a l  s c e n a r i o  i n  
t h e  World Economic O u t l o o k  p a p e r ,  growth i n  n o n - o i l  d e v e l o p i n g  c o u n t r i e s  
would amount t o  o n l y  2-2.5 p e r  c e n t  i n  1983, and p e r h a p s  t o  4-5 p e r  c e n t  
from 1984 t o  1986. The way t o  a c h i e v e  a s u s t a i n a b l e  improvement i n  t h e  
e x t e r n a l  s i t u a t i o n  of d e v e l o p i n g  c o u n t r i e s  migh t  b e  t h r o u g h  t h e  r e c o v e r y  
f o r e c a s t  f o r  i n d u s t r i a l i z e d  c o u n t r i e s ,  bu t  t h e  t i m i n g  and sequence  of 
e v e n t s  migh t  w e l l  crowd o u t  t h e  d e v e l o p i n g  c o u n t r i e s :  f a c e d  w i t h  a 
s t r o n g e r  d o m e s t i c  demand f o r  c r e d i t ,  commerc ia l  banks  might wel l  d e c i d e  
t o  s h i f t  t h e  c o m p o s i t i o n  of t h e i r  p o r t f o l i o s  even  f u r t h e r  toward d o m e s t i c  
a s s e t s  i n  i n d u s t r i a l  c o u n t r i e s .  T h e  r e s u l t i n g  f u r c h e r  slowdown i n  growth  
i n  d e v e l o p i n g  c o b n t r i e s  and i n  t h e i r  demand f o r  e x p o r t s  from industrial 
c o u n t r i e s  would i n  t u r n  j e o p a r d i z e  t h e  s t r e n g t h  of t h e  r e c o v e r y  of a c t i v i t y  
i n  t h e  i n d u s t r i a l  c o u n t r i e s  t h e m s e l v e s .  
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A g a i n s t  t h a t  background ,  b l r .  d e  Maulde r emarked ,  t h e  i n e s c a p a b l e  
c o n c l u s i o n  was t h a t  i t  was c r u c i a l  f o r  t h e  Fund t o  remain a b l e  t o  p romote  
s u s t a i n e d .  a d j u s t m e n t  and  t o  p l a y  i t s  s o - c a l l e d  c a t a l y t i c  r o l e ,  s o m e t h i n g  
t h a t  i t  c o u l d  not  do  i f  p o t e n t i a l  access t o  t h e  Fund were r e d u c e d  in real 
terms. To c i t e  a n o t h e r  f i g u r e  f rom t h e  World Economic O u t l o o k  papers ,  
w o r l d  t r a d e  was p r o j e c t e d  t o  grow by o n l y  1 per c e n t  i n  U.S. d o l l a r  terms 
in 1983. No d o u b t  t h a t  p r q j e c t i o n  was a r i t h m e t i c a l l y  c o n s i s t e n t  w i t h  t h e  
improvement i n  t h e  c u r r e n t  a c c o u n t  d e f i c i t  of n o n - o i l  d e v e l o p i n g  c o u n t r i e s  
i n  t h e  p r e s e n t  y e a r .  The q u e s t i o n s  r e m a i n i n g  were, f i r s t ,  w h e t h e r  t h a t  
was a t o l e r a b l e  s i t u a t i o n ,  a n d ,  s e c o n d ,  w h e t h e r  t h e  Fund was no t  once  more 
b e i n g  too o p i i m i s t i c  a b o u t  t h e  pace a t  which ex terna l  i m b a l a n c e s  c o u l d  be 
r educed .  

A s  f o r  t h e  l eve l  a t  which  access l i m i t s  would be s e t ,  Mr. de  Maulde  
o b s e r v e d  t h a t  i t  had been  amply d e m o n s t r a t e d  i n  t h e  s t a f f  p a p e r  t h a t  t h e  
Fund had s u c c e e d e d  i n  t h e  p a s t  i n  managing t h e  p r e s e n t  l i m i t s  as t r u e  
c e i l i n g s  and  n o t  as a norm t o  be a p p l i e d  i r r e s p e c t i v e  of t h e  n e e d s  of t h e  
member c o u n t r y  and  t h e  d e g r e e  of c o n d i t i o n a l i t y  i m p l i e d  by i t s  a r r a n g e m e n t  
w i t h  t h e  Fund. It would be t o t a l l y  c o u n t e r p r o d u c t i v e  t o  se t  t h e  new 
l i m i t s  a t  such  a low l e v e l  t h a t  w a i v e r s  would become t h e  r u l e .  Such a 
s y s t e m  would j e o p a r d i z e  t h e  smooth f u n c t i o n i n g  of t h e  Fund and l e a d  t o  
s h a r p  c o n f l i c t s  be tween members u s i n g  Fund r e s o u r c e s  and t h e  i n s t i t u t i o n  
i t s e l f .  The c o n c e p t  of u n i f o r m i t y  of t r e a t m e n t  s h o u l d  c o n t i n u e  t o  b e  
paramount i n  t h e  c o n d u c t - o f  t h e  F u n d ' s  p o l i c i e s .  Thus ,  i n  p r a c t i c e ,  i t  
would be n e c e s s a r y  t o  c o n t i n u e  t o  d i s t i n g u i s h  amon-g a r r a n g e m e n t s  w i t h  
r e s p e c t  t o  t h e i r  amount and e l i g i b i l i t y  f o r  e n l a r g e d  a c c e s s  a c c o r d i n g  t o  
t h e  r e l e v a n t  c r i t e r i a ,  name ly ,  b a l a n c e  of payments n e e d ,  t h e  s t r u c t u r a l  
c h a r a c t e r  of t h e  a d j u s t m e n t ,  and  t h e  d e g r e e  of c o n d i t i o n a l i t y  a p p l i c a b l e .  

On t h e  d i f f i c u l t  q u e s t i o n  of t h e  r e l a t i o n s h i p  between t h e  a v a i l a b i l i t y  
of r e s o u r c e s  and access l i m i t s ,  M r .  d e  Maulde men t ioned  t h a t  w h i l e  h e  f u l l y  
a g r e e d  w i t h  t h e  v i ew t h a t  t h e  F u n d ' s  l i q u i d i t y  s h o u l d  c o n t i n u e  t o  b e  care- 
f u l l y  m o n i t o r e d ,  t h e  r e l a . t i o n s h i p  of  l i q u i d i t y  t o  access l i m i t s  was n o t  a t  
all s t r a i g h t f o r w a r d .  F i r s t ,  t h e  F u n d ' s  r e s o u r c e s  were a l l  t h e  more needed  
and i t s  l i q u i d i t y  p o s i t i o n  a l l  t h e  more l i k e l y  t o  be d i f f i c u l t  when t h e  
w o r l d  economy w a s  i n  poor  s h a p e .  Was t h a t  t h e  t i m e  t o  r e d u c e  a c c e s s  
l i m i t s ?  I f  t h e  f o r e c a s t s  f o r  t h e  f u t u r e  made by t h e  Fund were f o r  a change  
t o o  pes s imis t i c ,  h i g h  access l i m i t s  would  p r e s e n t  no prob lems ,  b e c a u s e  t h e  
Fund would s i m p l y  r e f r a i n  from e x t e n d i n g  c r e d i t  u p  t o  t h e  c e i l i n g  i n  more  
and more cases. S e c o n d ,  t h e  F u n d ' s  a b i l i t y  t o  manage access l i m i t s  sat is-  
f a c t o r i l y  rTas i l l u s t r a t e d  by t h e  r a t h e r  small d i f  ference--SDR 6 b i l l i o n  
o v e r  28 months on a commitment bas i s - -be tween t h e  E o r e c a s t s  unde r  t h e  l o w e r  
l i m i t  of 305 p e r  c e n t  and t h e  h i g h e r  l i m i t  of 3 7 5  per  c e n t  f o r  t h r e e  y e a r s  
s t u d i e d  by t h e  s t a f f  ( T a b l e s  2 and  3 ) .  T h i r d ,  t h e  gap  be tween commitments 
and d i s b u r s e m e n t s  was a n o t h e r  r e l e v a n t  p r a c t i c a l  a s p e c t .  Beyond t h e  s h o r t  
term, commitment f o r e c a s t s  g a v e  a b i a s e d  p i c t u r e  of 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 .  F u r t h e r m o r e ,  no ca l l s  on t h e  e n l a r g e d  CAB had been a l l o w e d  f o r  
i n  t h e  f o r e c a s t s  p r e s e n t e d  i n  t h e  s t a f f  pape r .  

More g e n e r a l l y ,  M r .  d e  Maulde s t a t e d  t h a t ,  a s  f a r  as t h e  F u n d ' s  
r e s o u r c e s  were c o n c e r n e d ,  i t  s h o u l d  be n o t e d  f i r s t  t h a t  t h e  e n l a r g e d  GAB 
had been d e s i g n e d  t o  be a c t i v a t e d  w i t h  f l e x i b i l i t y  when n e c e s s a r y .  S e c o n d ,  
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if t h e  GAB r e s o u r c e s  had  t o  be s u p p l e m e n t e d ,  t h e  Fund s h o u l d  n o t  h e s i t a t e  
t o  r e s o r t  t o  bor rowing  f rom o f f i c i a l  l e n d e r s .  T h i r d ,  n o t h i n g  s h o u l d  
p r e v e n t  t h e  Fund,  i f  n e c e s s a r y ,  f rom u n d e r t a k i n g  work on  t h e  N i n t h  Q u o t a  
Review i n  l ess  t h a n  f i v e  y e a r s  from t h e  c o m p l e t i o n  of t h e  E i g h t h  Quota  
Keview. On a separa te  p o i n t ,  t h e  mix between o r d i n a r y  and borrowed 
r e s o u r c e s  s h o u l d  not  be c o n s i d e r e d  u n t o u c h a b l e ,  t h e  same be ing  t r u e  f o r  
t h e  p a c e  of  u s e  of t h e  F u n d ' s  o r d i n a r y  r e s o u r c e s .  

To c o n c l u d e ,  Mr. d e  Maulde s t a t e d  t h e  s t r o n g  p r e f e r e n c e  of h i s  a u t h o r -  
i t i e s  f o r  access l i m i t s  o f  125 p e r  c e n t  i n  o n e  y e a r  o r  375 p e r  c e n t  i n  
t h r e e  y e a r s .  On a p e r s o n a l  b a s i s ,  h e  would a d v o c a t e  e x p l o r a t i o n  by t h e  
s t a f f  of a d i f € e r e n t  se t  of access l imits,  namely, 133 per c e n t  i n  one  
y e a r  o r  400 p e r  c e n t  i n  t h r e e  y e a r s .  

M r .  J o y c e  thanked  t h e  T r e a s u r e r  f o r  t h e  s u p p l e a e n t a r y  t a b l e  showing 
p e r c e n t a g e  changes  i n  a b s o l u t e  a c c e s s  u n d e r  t h e  f o u r  h y p o t h e t i c a l  access 
l i m i t s ,  which had been p a r t i c u l a r l y  h e l p f u l  t o  him, and h e  hoped t o  o t h e r  
D i r e c t o r s  t o o .  1/ - 

A s  p o i n t e d  o u t  i n  t h e  s t a f f  p a p e r ,  My. J o y c e  went  o n ,  l i m i t s  on access 
u n d e r  t h e  new q u o t a s  had  t o  be  d e t e r m i n e d  on t h e  b a s i s  of two c o n f l i c t i n g  
o b j e c t i v e s :  f i r s t ,  t h e r e  was a need t o  meet a d e q u a t e l y  t h e  f i n a n c i n g  
r e q u i r e m e n t s  o f  members i n  l i g h t  of t h e i r  p r o j e c t e d  payments  d e f i c i t s ;  a n d  
s e c o n d ,  t h e r e  was a need t o  s a f e g u a r d  t h e  f u t u r e  l i q u i d i t y  p o s i t i o n  of t h e  
Fund. But t h e r e  was p r o b a b l y  a t h i r d  f u n d a m e n t a l  p r i n c i p l e  i o  which t h e  
E x e c u t i v e  Board s h o u l d  pay a t r e n t i o n ,  namely ,  t h a t  t h e  Fund s h o u l d  n o t  move 
i n t o  a p o s i t i o n  t h a t  c o u l d  lead t o  u n a c c e p t a b l e  changes  in t h e  c h a r a c t e r  
of t h e  i n s t i t u t i o n ,  which a f t e r  a l l  had been e s t a b l i s h e d  t o  p r o v i d e  
r e s o u r c e s  on a r e v o l v i n g  b a s i s  f o r  l i m i t e d  p e r i o d s  o n l y .  T h a t  b a s i c  
c o n c e p t  was e n s h r i n e d  i n  t h e  C h a i r m a n ' s  summing up  of t h e  d i s c u s s i o n  a t  
EBM/80 /187  and EBM/80/188 on December 1 9 ,  1980. A t  t h a t  t ime, t h e  Chairman 
had emphasized t h a t  " t h e  Fund must p r e s e r v e  t h e  r e v o l v i n g  c h a r a c t e r  of i t s  
r e s o u r c e s .  Programs s u p p o r t e d  by t h e  Fund s h o u l d  t h e r e f o r e  a i m  a t  e n s u r i n g  
t h a t  t h e  Fund's  r e s o u r c e s  can  be r e p a i d  o v e r  a r e a s o n a b l e  p e r i o d  of time." 

F o l l o w i n g  t h e  i m p l e m e n t a t i o n  of t h e  q u o t a  i n c r e a s e  t h e  c h a l l e n g e  f o r  
t h e  Fund would be t o  d e t e r m i n e  t h e  b a l a n c e  of payments f i n a n c i n g  n e e d s  of 
members t h a t  t h e  Fund s h o u l d  l e g i t i m a t e l y  be e x p e c t e d  t o  meet o u t  of t h e  
normal f l o w  of  r e s o u r c e s  a t  i t s  d i s p o s a l ,  Mr. J o y c e  d e c l a r e d .  The w o r l d  
economic s i t u a t i o n  s u g g e s t e d  t h e  need  f o r  t h e  Flind t o  p l a y  a n  enhanced  
r o l e  i n  p r o v i d i n g  b a l a n c e  of payments  a s s i s t a n c e ,  a n d ,  t o  do s o ,  i t s  
e n l a r g e d  access p o l i c y  would h a v e  t o  be e x t e n d e d  f o r  a d e f i n e d  p e r i o d .  
The most d i f f i c u l t  i s s u e  c o n c e r n e d  t h e  l i m i t s  o n  access t o  t h e  F u n d ' s  

year o r  375 per  c e n t  i n  t h r e e  y e a r s  would a p p e a r  t o  be b e s t  s u i t e d  t o  
meet members' f i n a n c i n g  r e q u i r e m e n t s  i n  l i g h t  of p r o j e c t e d  c o n t i n u i n g  
payments d e f i c i t s ,  t h e  e f f e c t s  on t h e  F u n d ' s  l i q u i d i t y  would p r e s e n t  
some d i f f i c u l t  f t n a n c i n g  problems.  H i s  o v e r a l l  c o n c e r n  was t h a t ,  in 
a d j u s t i n g  a c c e s s  l i m i t s ,  t h e  Fund had t o  remain a b l e  t o  meet t h e  l e g i t i m a t e  
n e e d s  o f  members, and n o t  g i v e  t h e  i m p r e s s i o n  oE t u r n i n g  away from p l a y i n g  

'' r e s o u r c e s  u n d e r  t h a t  p o l i c y .  Whi le  access  l i m i t s  of 125 p e r  c e n t  i n  one 

~ - 11 Reproduced i n  Annex. 
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a n  a c t i v e  r o l e  i n  o v e r s e e i n g  Che a d j u s t m e n t  p r o c e s s .  A t  t h e  same t i m e ,  
t h e  Fund s h o u l d  n o t  be pu t  i n  a t e n u o u s  f i n a n c i a l  p o s i t i o n  o r  have  t o  
e n t e r  i n t o  new f i n a n c i n g  r e l a t i o c s h i p s  t h a t  might  l e a d  t o  u n a c c e p t a b l e  
changes  i n  i t s  c h a r a c t e r .  

An i m p o r t a n t  c o n s i d e r a t i o n  u n d e r  p r e s e n t  c i r c u m s t a n c e s  i n  s e t t i n g  
access l i m i t s  was t h e  n e e d  t o  e n s u r e  t h a t  t h e  p re sen t  magn i tude  o f  Fund 
f i n a n c i n g  c o n t i n u e d  when t h e  new q u o t a s  were in p l a c e ,  Mr. .Joyce c o n t i n u e d .  
I n  view of t h e  p o s s i b l y  smaller r o l e  t h a t  banks  migh t  d e c i d e  t o  p l a y  
i n t e r n a t i o n a l l y  i n  f i n a n c i n g  t h e  payments  n e e d s  of de .ve loping  c o u n t r i e s ,  
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 o  m a i n t a i n  t h e  p r e s e n t  a b s o l u t e  l e v e l  of 
maximum access t o  Fund resources. Under t h e  s c e n a r i o s  s e t  o u t  i n  T a b l e  2 
of EBS/d3/79, a l l  b u t  o n e  o f  t h e  s u g g e s t e d  l i m i t s  would r e s u l t  i n  a n  
e s t i m a t e d  u s e  of Fund r e s o u r c e s  up t o  A p r i l  1986 t h a t  was h i g h e r  o v e r a l l  
t h a n  i t  would be u n d e r  t h e  e x i s t i n g  l i m i t s  o f  450 p e r  c e n t  o v e r  t h r e e  
years. Access l i m i t s  of 1 2 5  p e r  c e n t  i n  one  y e a r  o r  375 p e r  c e n t  i n  
t h r e e  y e a r s  would p e r h a p s  be t h e  most c o m f o r t a b l e  f o r  t h e  Fund t o  work 
w i t h  and would i m p a r t  t h e  g r e a t e s t  c o n f i d e n c e  t o  t h e  s y s t e m ,  b e c a u s e  no 
members' present  a b s o l u t e  a c c e s s  would be r educcd .  The b i g g e s t  d rawback  
of t h a t  o p t i o n  was t h a t ,  a c c o r d i n g  t o  t h e  s t a f f ' s  c a l c u l a t i o n s ,  t h e  F u n d ' s  
o r d i n a r y  r e s o u r c e s  c o u l d  be s e r i o u s l y  d e p l e t e d  by A p r i l  19'*0, and  i t  would  
need t o  borrow some SDR 12-14 b i l l i o n .  R e s o r t  by t h e  Fund t o  s i g n i f i c a n t  
bo r rowing  would however seem i n c o n s i s t e n t  w i t h  o n e  of t h e  o b j e c t i v e s  of 
t h e  E i g h t h  Quota  Review,  n a m e l y ,  t o  r e s t o r e  members' q u o t a  s u b s c r i p t i o r s  
. t h e  p r imary  s o u r c e  o f  Fund r e s o u r c e s .  Borrowing  by t h e  Fund of u p  t o  
SDR 1 4  b i l l i o n  would  a l m o s t  match  t h e  SDR 15 b i l l i o n  i n  u s a b l e  assets t o  
be o b t a i n e d  f rom t h e  new q u o t a s ,  a r a t i c  of o r d i n a r y  t o  borrowed r e s o u r c e s  
t h a t  had c l e a r l y  n o t  b e e n  e n v i s i o n e d  a t  t h e  o u t s e t  of t h e  E i g h t h  Quo ta  
Review. 

As t h o s e  members i n  s u r p l u s  t h a t  would be e x p e c t e d  t o  be t h e  s o u r c e  
of borrowed f u n d s  migh t  n o t  s u p p o r t  a c c e s s  l i m i t s  of  125 p e r  c e n t  i n  o n e  
y e a r  o r  375 per  c e n t  i n  t h r e e  years, M r .  J o y c e  o b s e r v e d ,  t h e  Fund c o u l d  
be f o r c e d  t o  f i n d  o t h e r  s o u r c e s  of f i n a n c i n g ,  i n  p a r t i c u l a r  i n  t h e  
p r i v a t e  m a r k e t s .  I n  t h e  p a s t ,  h i s  c h a i r  had i n d i c a t e d  t h a t  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 ,  and  a s  a l a s t  r e so r t ,  t h e  Fund might have  t o  b r r o w  i n  t h e  
marke t .  To do so  t o  f i l l  small t e m p o r a r y  f i n a n c i n g  g a p s  vJould be a c c e p t a b l e .  
However, i n  t h e  p r o p o r t i o n s  i n d i c a t e d ,  bo r rowing  would r i s k  becoming a 
permanent f e a t u r e  of t h e  F u n d ' s  f i n z n c i n g  s t r u c t u r e ;  i t  would a l s o  p o i n t  
i n  t h e  d i r e c t i o n  of Fund f i n a n c i n g  of a h i g h e r  l e v e l  of payments  d e f i c i t s  
t h a n  might  be w a r r a n t e d  by t h e  r o l e  of p romot ing  a d j u s t m e n t .  I n  a d d i t i o n ,  
more of t h e  r i s k  would be s h i f t e d  away  f rom p r i v a t e  banks.  Moreove r ,  i f  
t h e  Fund s e c u r e d  some of i t s  borrowed r e s o u r c e s  . ' i r e c t l y  f rom t h e  banks ,  
i t  would l o s e  some of t h e  l e v e r a g e  t h a t  had been used  r e c e n t l y  w i t h  g r e a t  
e f f e c t  t o  dea l  w i t h  some of t h e  most d i f f i c u l t  f i n a n c i n g  p rob lems .  On t h a t  
scare ,  t h e r e f o r e ,  somewhat l o w e r  a c c e s s  llmits would be more a c c e p t a b l e ,  
p rov ided  t h a t  t h e  Fund remained  i n  a p o s i t i o n  t o  meet a r e a s o n a b l y  h i g h  
l e v e l  of f i n a n c i n g  demands. 

3 

T h e  c o n c l u s i o n  m i g h t  have t o  be drawn that i f  the F u n d  w a s  t o  c o n t i n u e  
t o  d i s c h a r g e  i t s  r o l e  i n  t h e  e x i s t i n g  d i f f i c u l t  CircumsCanceS, i t  might  
have t o  a c c e p t  r e l a t i v e l y  l o w e r  l e v e l s  of L i q u i d i t y  on  a c o n t i n u i n g  b a s i s  
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chan i n  t h e  p a s t ,  Mr. J o y c e  n o t e d .  F u r t h e r m o r e ,  t o  p r o t e c t  i t s  p o s i t i o n ,  
t h e  Fund might  have t o  t a k e  s teps  t o  lengther .  t h e  m a t u r i t y  o f  new l o a n  
c l a i m s  t h a t  i t  might  a c q u i r e ;  h i s  I r i s h  a u t h o r i t i e s  would a l s o  recommend 
r e d u c i n g  o r  e l i m i n a t i n g  t h e  r i s k  of p r e m a t u r e  encashment  of c la ims on  t h e  
Fund. 

I n  h i s  v i ew,  t h e  Fund s h o u l d  m a i n t a i n  i t s  p r e s e n t  p r a g m a t i c  a p p r o a c h ,  
Mr. J o y c e  r emarked ,  r e m a i n l n g  v i g i l a n t  and  n o t  a l l o w i n g  maximum l i m i t s  t o  
become t h e  norm. Moreove r ,  h e  a g r e e d  w i t h  t h e  view e x p r e s s e d  by t h e  s t a f f  
t h a t  t h e  amount of  Fund a s s i s t a n c e  unde r  a r r a n g e m e n t s  w i t h  members s h o u l d  
c o n t i n u e  t o  be r e l a t e d  t o  t h e  magn i tude  and s p e e d  of r e c o v e r y  of  t h e  b a l a n c e  
of  payments ,  c o n s i s t e n t  w i t h  t h e  t empora ry  n e t u r e  of  Fund f i n a n c i n g .  Access 
a t  t h e  l i m i t  would s t i l l  be s p p r o p r i a t e  f o r  members hav ing  a l a r g e  need f o r  
b a l a n c e  of payments  a s s i s t a n c e  when a s u b s t a n t i a l  and  t i m r l y  a d j u s t m e n t  
e f f o r t  c o u l d  be e x p e c t e d .  He a l s o  a g r e e d  t h a t  t o  d e a l  w i t h  e x c e p t i o n a l  
c i r c u m s t a n c e s ,  i t  might  be d e s i r a b l e  f rom time t o  time t o  c o n s i d e r  a r r a n g e -  
ments  i n  amounts e x c e e d i n g  t h e  a n n u a l  and t r i e n n i a l  access  l i m i t s .  Such 
e x c e p t i o n s  would be few,  b u t  i t  w a s  I m p o r t a n t  f o r  t h e  Fund t o  be a b l e  t o  
r e a c t  on a n  a p p r o p r i a t e  s c a l e  when t h e r e  was a r i s k  t o  t h e  sys t em as  a 
whole,  F i n a l l y ,  i t  would be p r u d e n t  t o  e n s u r e  t h a t  t h e  c u m u l a t i v e  access 
l i m i t  was s t i l l  s e t  a t  f o u r  times t h e  a n n u a l  c c c e s s  l i m i t .  

I n  moving f rom access l i m i t s  of 125 p e r  c e n t  i n  one  y e a r  o r  375 p e r  
c e n t  i n  t h r e e  y e a r s ,  which  would e n t a i l  f i n a n c i n g  problems f o r  t h e  Fund,  
t o  l i m i t s  of 102 p e r  c e n t  i n  one  y e a r  o r  305 p e r  c e n t  i n  t h r e e  y e a r s ,  
Mr. J o y c e  o b s e r v e d ,  t h e  p o t e n t i a l  commitment of  t h e  Fund ' s  r e s o u r c e s  would 
be smaller t h a n  unde r  t h e  e x i s t i n g  l i m i t ,  b u t  a m a j o r i t y  of  members would 
€ a c e  a r e d u c t i o n  i n  a b s o l u t e  access. Such an a r r angemen t  would g i v e  t h e  
wrong s i g n a l s  a b o u t  t h e  r o l e  of t h e  Fund i n  t h e  n e a r  f u t u r e .  Access 
l i m i t s  of 110 per c e n t  i n  one  y e a r  o r  330 per  c e n t  i n  t h r e e  y e a r s  would 
b e t t e r  e n a b l e  t h e  Fund t o  meet t h e  a n t i c i p a t e d  a d j u s t m e n t  a s s i s t a n c e  n e e d s  
of  members. Under t h o s e  l i m i t s ,  t h e  p o t e n t i a l  i n c r e a s e  i n  t o t a l  u s e  of 
Fund r e s o u r c s  c o u l d  be more r e a d i l y  f i n a n c e d  t h a n  w i t h  t h e  c u r r e n t  l i m i t s .  
He noted  t h e  s t a f f ' s  v i ew t h a t  none of t h e  g r o u p s  of c o u n t r i e s  p r o j e c t e d  
as s i n g  Fund r e s o u r c e s  would be l i k e l y  t o  e x p e r i e n c e  a r e d u c t i o n  i n  
a b s o l u t e  a c c e s s  u n d e r  such  l i m i t s .  However, even  t h e n ,  c l o s e  t o  h a l f  
t h e  members would s u f f e r  a r e d u c t i o n  of a b s o l u t e  a c c e s s ;  i n d e e d ,  more 
t h a n  h a l f  t h e  p o t e n t i a l  bo r rowers  i n  h i s  c o n s t i t u e n c y  would f i n d  t h e m s e l v e s  
i n  t h a t  p o s i t i o n ,  a n d  h e  was n o t  p r e p a r e d  t o  s t a t e  t h a t  t h o s e  c o u n t r i e s  
would not  need t o  u s e  o r  c o n t i n u e  t o  u s e  Fund r e s o u r c e s  d u r i n g  t h e  p e r i o d  
cove  r ed .  

A t h i r d  optLon had been men t ioned  as a n  i n t e r m e d i a t e  p o s i t i o n  on 
page 18 cf EBS/83/79 ,  and  i n c l u d e d  i n  T a b l e  2 on t h e  f o l l o w i n g  page ,  
Fir. J o y c e  commented, bu t  had t h e n  been  l a r g e l y  d i s r e g a r d e d  by t h e  s t a f f .  
'That o p t i o n ,  f o r  l i m i t s  o f  1 1 7  per c e n t  i n  one  y e a r  o r  350 per c e n t  i n  
t h r e e  y e a r s ,  would of c o u r s e  t a k e  c a r e  of t h e  problems of h i s  c o n s t i t u e n c y  
a n d ,  more g e n e r a l l y ,  c o n s i d e r a b l y  s h o r t e n  t h e  l i s t  o f  c o u n t r i e s  whose 
a b s o l u t e  access  would be r e d u c e d .  Hqwever, h e  had not  been a b l e  t o  f i n d  
i n  t h e  s t a f f  p a p e r  any  i n d i c a t i o n  of  t h e  a d d i t i o n a l  r e s o u r c e s  t h a t  t h e  
Fund would r e q u i r c  J n d e r  t h a t  o p t i o n .  
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The s t a f f  had s u g g e s t e d  t h a t  t h e  mix of o r d i n a r y  and  borrowed r e s o u r c e s  
c o u l d  be a l t e r e d  from t h e  s u g g e s t e d  1:l r a t i o ,  i f  i t  was c o n s i d e r e d  d e s i r a b l e  
t o  a v o i d  an e a r l y  d e c l i n e  i n  t h e  F u n d ' s  o r d i n a r y  r e s o u r c e s ,  Mr. J o y c e  n o t e d .  
I n  h i s  view,  t h e  p r o p s a l  migh t  n o t  be a t t r a c t i v e  b e c a u s e  i t  would i n c r e a s e  
t h e  Fund ' s  bor rowing  r e q u i r e m e n t s .  H e  hoped t h a t  p r e s e n t  t r e n d s  i n  t h e  
w o r i d  economy would r e d u c e  somewhat the  demand f o r  Fund f t n a n c i n g  p r o j e c t e d  
3v t h e  s t a f f , . s o  t h a t  t h e  F u n d ' s  o r d i n a r y  r e s o u r c e s  would be l ess  s t r a i n e d .  
i r  s u c h  a s i t u a t i o n  d e v e l o p e d ,  f ewer  a r r a n g e m e n t s  might  c a l l  f o r  e n l a r g e d  
access, a n d  t h e  Fund c o u l d  e n c o u r a g e  a movement t o  s tand-by  a r r a n g e m e n t s  
i n  t h e  more t r a d i t i o n a l  amount o f  100 per cent  o f  q u o t a .  

O b v i o u s l y ,  a s  o t h e r s  had s a i d ,  e n l a r g e d .  a c c e s s  was n o t  a n  e n t i t l e m e n t ,  
M r .  J o y c e  added. The i n t e n t i o n  of t h e  o r i g i n a l  d e c i s i o n  had been  t o  
e s t a b l i s h  a temporary  p o l i c y  d e s i g n e d  t o  a s s i s t  members i n  d e a l i n g  w i t h  
e x c e p t i o n a l  c i r c u m s t a n c e s  of t h e  time. I n  t h a t  l i g h t ,  he  s u g g e s t e d  t h a t  
a p o s s i b l e  compromise s o l u t i o n  migh t  be  t o  o p t  f o r  h i g h e r  l imi t s - - for  
example ,  o f  1 2 5  per cent  i n  one  y e a r  o r  3 7 5  p e r  c e n t  i n  t h r e e  yea r s - - fo r  
a n  i n i t i a l  p e r i o d ,  p e r h a p s  t o  t h e  end of 1985. It was d u r i n g  t h a t  p e r i o d  . 
t h a t  t h e  most w i d e s p r e a d  and  s i z a b l e  b a l a n c e  of  payments  problems were 
l i k e l y  t o  be e x p e r i e n c e d .  Thought  c o u l d  be g i v e n  t o  l o w e r i n g  t h e  l i m i t s  
t h e r e a f t e r ,  u n l e s s  of  c o u r s e  t h e  world economic s i t u a t i o n  a g a i n  d e t e r i o r a t e d .  
A d e c i s i o n  t a k e n  a t  t h e  p r e s e n t  t i m e  a l o n g  t h o s e  l i n e s  would s e n d  a s i g n a l  
t o  b o t h  d e b t o r s  and  p r i v a t e  c r e d i t o r s  t h a t  t h e  Fund viewed c u r r e n t  p rob lems  
as t r a n s i t i o n a l  and f o r e s a w  a r e t u r n  t o  a more normal  s i t u a t i o n .  D e b t o r s  
would a l s o  be on n o t i c e  t h a t  a d j u s t m e n t  s h o u l d  be pu r sued  e a r l i e r  r a t h e r  
t h a n  l a t e r .  The Fund c o u l d  a lways  r e c o n s i d e r  i t s  p o s i t i o n ,  s h o u l d  a d v e r s e  
deve lopments  re-emerge.  

F i n a l l y ,  Mr. J o y c e  e x p r e s s e d  ag reemen t  w i t h  t h o s e  who had s u g g e s t e d  
t h a t  a f i n a l  d e c i s i o n  s h o u l d  n o t  be r e a c h e d  a t  t h e  p r e s e n t  mee t ing .  A s '  
M r .  Kafka had s a i d ,  t h e  matter was c o m p l i c a t e d  and had many r a m i f i c a t i o n s .  
The d e c i s i o n  c o u l d  n o t  however be pos tponed  f o r  l o n g ,  e s p e c i a l l y  a s  i t  
was hoped t h a t  t h e  new q u o t a s  would take e f f e c t  e a r l y  i n  1984.  Moreove r ,  
h e  would be conce rned  t h a t  f a i l u r e  t o  r e a c h  a d e c i s i o n  i n  t h e  n e a r  f u t u r e - -  
b o t h  on a c c e s s  i n  g e n e r a l  and on access t o  some of t h e  s p e c i a l i z e d  
f a c i l i t i e s - - w o u l d  e n g e n d e r  growing  u n c e r t a i n t y  a b o u t  t h e  F u n d ' s  i n t e n r i o n s  
and t h e  r o l e  t h a t  i t  was t o  p l a y .  Such u n c e r t a i n t y ,  i n  h i s  v i e w ,  c o u l d  
o n l y  be  c o u n t e r p r o d u c t i v e - - f o r  t h e  Fund and  € o r  t h e  members. 

Mr. S e n i o r  remarked t h a t  t h e  s u b j e c t  of e n l a r g e d  a c c e s s  c l e a r l y  
c a l l e d  f o r  movie t i m e  and t h o u g h t  t h a n  c o u l d  be d e v o t e d  t o  i t  i n  o n e  m e e t i n g  
of t h e  E x e c u t i v e  Board.  T h e r e f o r e ,  h e  s u p p o r t e d  t h e  v i e w  t h a t  a c o n c l u s i o n  
s h o u l d  n o t  be r eached  a t  t h e  p r e s e n t  mee t ing .  T h e  s t a E f  had made a commend- 
a b l e  e f f o r t  t o  d e a l  w i t h  t h e  m u l t i f a c e t e d  n a t u r e  of  t h e  t o p i c ,  b u t  i m p o r t a n t  
a s p e c t s ' s t i l l  c a l l e d  f o r  f u r t h e r  s t u d y .  Among them were a more d e t a i l e d  
e x a m i n a t i o n  of d i f f e r e n t  f i n a n c i n g  p a t t e r n s  f o r  a g i v e n  l e v e l  of a c c e s s  
t o  t h e  F u n d ' s  r e s o u r c e s ,  t u r t h e r  c l a r i f i c a t i o n  o f  t h e  r e l a t i o n s h i p  be tween 
GAB r e s o u r c e s  and t h e  e n l a r g e d  a c c e s s  p o l i c y ,  and t h e  c o n d i t i o n s  t h a t  would  
govern access t o  t h e  compensa to ry  f i n a n c i n g  E a c i l i t y .  

1 
il 
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Given t h e  meager i n c r e a s e  i n  q u o t a s  under  t h e  E i g h t h  G e n e r a l  Review,  
H r .  S e n i o r  c o n t i n u e d ,  h i s  a u t h o r i t i e s  b e l i e v e d  t n a t  access l i m i t s  i n  t e r m s  
of  m u l t i p l e s  of q u o t a s  s h o u l d  r e m a i n  a t  t h e  c u r r e n t  l e v e l s  of 150 per c e n t  
a y e a r  f o r  t h r e e  y e a r s ;  t h e  c u m u l a t i v e  access l i m i t  s h o u l d  remain  a t  f o u r  
times t h e  a n n u a l  access l i m i t s .  The c o n t i n u a t i o n  of t h e  p r e s e n t  access 
l i m i t s  would c e r t a i n l y  r e q u i r e  c o n t i n u e d  borrowirtg by t h e  Fund,  and  a l t e r -  
n a t i v e  ways of f i n a n c i n g  a n  e n l d r g e d  access p o l i c y  based  nn c u r r e n t  l i m i t s  
s h o u l d  be e x p l o r e d  i n  d e t a i l .  
t h a t  was impos ing  a c h o i c e  be tween r e s o r t i n g  t o  i n c r e a s e d  bor rowing  t o  

and  s e v e r e l y  l i m i t i n g  o p p o r t u n i t i e s  f o r  Fund a c t i o n  a t  s u c h  a c r i t i c a l  
juncture. 

It was t h e  i n a d e q u a t e  i n c r e a s e  i n  q u o t a s  

’ f i n a n c e  t h 2  v i t a l  r o l e  of t h e  Fund i n  c u r r e n t  w o r l d  economic c i r c u m s t a n c e s  

One i m p o r t a n t  a s p e c t  of t h e  f u n c t i o n i c g  of t h e  Fund i n  t h e  y e a r s  
a h e a d  had  n o t  been s u f f i c i e n t l y  emphas ized  i n  t h e  s t a f f  pape r ,  Mr. S e n i o r  
went  on.  H e  r e f e r r e d  t o  t h e  b a s i c  change  t h a t  had t a k e n  p l a c e  i n  t h e  
demand f o r  Fund r e s o u r c e s .  Over t h e  p a s t  months,  t h a t  demand had s h i f t e d ;  
t h e  l a r g e s t  use of Fund r e s o u r c e s  was a t  p r e s e n t  accoun ted  f o r  by middle-  
income and high-income d e v e l o p i n g  c o u n t r i e s  w i t h  a c o n s i d e r a b l e  volume 
of  e x t e r n a l  d e b t ,  r a t h e r  t h a n  by low-income non-o i l  d e v e l o p i n g  c o u n t r i e s ,  
and t h e  p o s i t i o n  seemed l i k e l y  t o  r e m i n  unchanged i n  t h e  n e a r  and medium 
term. Some f e a t u r e s  of t h e  new s t r u c t u r e  of t h e  Fund’s  o p e r a t i o n s  d e s e r v e d  
a t t e n t i o n  and a t  t h e  same time w a r r a n t e d  permanent access limits i n  terms 
of m u l t i p l e s  of q u o t a s  a t  t h e i r  c u r r e n t  l e v e l s .  

I n  t h e  f i r s t  p l a c e ,  Mr. S e n i o r  c o n t i n u e d ,  t h e  c u r r e n t  a c c o u n t  of t h e  
b a l a n c e  of payments  w a s  n o t  a r e l i a b l e  i n d i c a t o r  of t h e  need of middle-  

g e n e r a l .  The term s t r u c t u r e  of e x t e r n a l  d e b t ,  much of which would f a l l  
due  i n  t h e  n e x t  few y e a r s ,  h a d  somewhat e roded  t h e  r o l e  of  t h e  c u r r e n t  
a c c o u n t  a s  a n  i n d i c a t o r  of t h e  need f o r  f o r e i g n  s a v i n g s .  He u n d e r s t o o d  
t h a t  s h o r t - t e r m  p r o j e c t i o n s  of  t h e  demand f o r  Fund r e s o u r c e s  were based  
on i n f o r m a t i o n  p r o v i d e d  by a r e a  d e p a r t m e n t s ,  so  t h a t  t hey  i n c l u d e d  t h e  
c a p i t a l  accoun t .  However, most  medium-term p r o j e c t i o n s  of  t h e  u s e  of 
Fund r e s o u r c e s  were based  on  t h e  e s t i m a t e d  c u r r e n t  a c c o u n t  d e f i c i t  of 
p o t e n t i a l  u s e r s ,  m u l t i p l i e d  by t h e  l i k e l y  p r o p e n s i t y  of  c o u n t r i e s  t o  
approach  t h e  Fund. The f i c u r e s  r e s u l t i n g  from t h a t  exerc ise  u n d e r e s t i m a t e d  
t h e  a c t u a l  need f o r  Fund r e s o u r c e s  i n  t h e  p e r i o d  ahead ,  when t h e  main 
c h a l l e n g e  f a c e d  by t h e  i n t e r n a t i o n a l  economy would be t h e  a t t a i n m e n t  of  
v i a b l e  e x t e r n a l  d e b t  s t r u c t u r e s  w i t h o u t  ma jo r  economic d i s r u p t i o n s  i n  t h e  
w o r l d  f i n a n c i a l  s y s t e m .  A compar i son  of q u o t a s  under  t h e  E i g h t h  G e n e r a l  
Review w i t h  t h e  o v e r a l l  b a l a n c e  of  payments  needs  of  p o t e n t i a l  u s e r s  of 
Fund r e s o u r c e s  in t h e  y e a r s  t o  come made t h e  inadequacy  of  q u o t a s  o b v i o u s ,  
even  on t h e  a s s u m p t i o n  t h a t  c u r r e n t  a c c e s s  l imits  i n  terms of  m u l t i p l e s  
of q u Q t a s  would be m a i n t a i n e d .  O f  c o u r s e ,  h e  d i d  no t  mean t o  s u g g e s t  
t h a t  an a d e q u a t e  l e v e l  of  a c c e s s  f o r  a member was one t h a t  a l l o w e d  i t  t o  
f i n a n c e  i t s  e n t i r e  b a l a n c e  of payments  need.  But as t h e  Managing D i r e c t o r  
had mentioned i n  h i s  r e c e n t  spee,h i n  Boca Ra ton ,  t h e  Fund had t o  command 
a d e q u a t e  r e s o u r c e s  so t h a t  i t  c o u l d  p l a y  i t s  c a t a l y t i c  r o l e .  

income c o u n t r i e s  t o  u s e  t h e  F u n d ‘ s  r e s o u r c e s  and e x t e r n a l  r e s o u r c e s  i n  
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One of t h e  l e s s o n s  t o  be drawn f rom t h e  r e c e n t  p a s t ,  Mr. S e n i o r  
s t a t e d ,  was t h e  c r u c i a l  i m p o r t a n c e  of a Fund endowed w i t h  a d e q u a t e  r e s o u r c e s .  
Msay of t h e  middle-income c o u n t r i e s  t h a t  would  have  t o  meet s u b s t a n t i a l  
e x t e r n a l  d e b t  payments i n  t h e  years a h e a d ,  a n d  many small d e v e l o p i n g  
c o u n t r i e s  t h a t  a l s o  had  h i g h  d e b t  s e r v i c e  r a t i o s  r e l a t i v e  t o  t h e  s i z e  of 
t h e i r  ecc.nomies, had bu t  begun t h e  t r a n s i t i o n  t o  a s u s t a i n a b l e  e x t e r n a l  
d e b t  s t r u c t u r e .  Even a s s u m i n g  t h e  b e s t  o f  scenarios f o r  t h e  w o r l d  economy 
i n  t h e  near. f u t u r e ,  i t  was n e c e s s a r y  t o  r e c k o n  w i t h  p r o b a b l e  Fund i n v o l v e -  

s u s t a i n e d  and s t r o n g  w o r l d  economic  r e c o v e r y ,  a l l o w a n c e  had t o  be made 
f o r  pe rmanen t ly  h i g h  i n t e r e s t  r a tes  i n  nomina l  and r e a l  terms f o r  some 
time. I n d e e d ,  u n l e s s  t h e r e  was an u n e x p e c t e d  r e d u c t i o n  i n  t h e  p r o p o r t i o n  
of s a v i n g s  a b s o r b e d  by t h e  p u b l i c  s e c t o r  d e f i c i t  i n  t h e  major i n d u s t r i a l  
c o u n t r i e s ,  t h a t  r e c o v e r y  would u n a v o i d a b l y  l e a d  t o  some upward, a l b e i t  
t r a n s i t o r y ,  p r e s s u r e  on r e a l  and  n o m i n a l  i n t e r e s t  ra tes .  I f ,  on t h e  o t h e r  
hand ,  t h e  e x p e c t e d  s u s t a i n e d  r e c o v e r y  d i d  n o t  m a t e r i a l i z e ,  t he  F u n d ' s  r o l e  
i n  smoo th ing  t h e  p r o c e s s  of  t r a n s i t i o n  t o  a s u s t a i n a b l e  d e b t  s t r u c t u r e  
would be even  more i m p o r t a n t  t h a n  a t  p re sen t .  I n  any  e v e n t ,  r e g a r d i e s s  
of t h e  s c e n a r i o ,  t h e r e  seemed t o  be l i t t l e  d o u b t  t h a t  i t  was 7 o t  t h e  
t i m e  t o  r e d u c e  members' a c t u a l  a c c e s s ;  r a t h e r ,  p o t e n t i a l  a c c e s s  a v a i l a b l e  . 
:o members s h o u l d  be i n c r e a s e d  s o  t h a t  t h e  Fund c o u l d  ca r ry  on i t s  c a t a l y t i c  
f u n c t i o n s  i n  t h e  p r e s e n t  t u r b u l e n t  w o r l d  economy. 

. ment  i n  t h e  a d j u s t m e n t  of t h o s e  c o u n t r i e s .  Even i n  t h a t  s c e n a r i o  of 

Once t h e  p r o p e r  r o l e  f o r  t h e  Fund i n  t h e  c u r r e n t  w o r l d  economic 
env i ronmen t  had been  a s c e r t a i n e d  , Mr. S e n i o r  c o n t i n u e d ,  p r i o r i t y  s h o u l d  
be g i v e n  t o  d e t e r m i n i n g  t h e  most s a t i s f a c t o r y  method f o r  f i n a n c i n g  t h e  
ag reed  a c c e s s  l e v e l s .  H e  emphas ized  t h e  i m p o r t a n c e  of t h a t  o r d e r  of 
p r i o r i t y :  t h e  r o l e  of t h e  Fund s h o u l d  n o t  be c o n s t r a i n e d  a t  t h e  o u t s e t  
by t h e  i m p o s i t i o n  of f i n a n c i a l  l imi t s ,  I n  a s s e s s i n g  t h e  F u n d ' s  f i n a n c i a l  
r e q u i r e m e n t s ,  D i r e c t o r s  s h o u l d  b e a r  i n  mind t h a t  t h e  c u r r e n t  l i m i t s  on  
e n l a r g e d  a c c e s s  were maximum l e v e l s  and t h a t  a v e r a g e  u s e  of Fund r e s o u r c e s  
had a lways  been  s i g n i f i c a n t l y  below p o t e n t i a l  a c c e s s ,  as s t a t e d  i n  t h e  
s t a f f  p a p e r .  D i r e c t o r s  s h o u l d  t a k e  i n t o  a c c o u n t  t h a t  a c o n t i n u a t i o n  of 
t h e  p r e s e n t  enlarged.  a c c e s s  p o l i c y  c o u l d  be approved  on a t empora ry  
bas i s ,  s a y ,  f o r  one  o r  two y e a r s ,  a n d  p e r i o d i c a l l y  r ev iewed .  I n  any 
e v e n t ,  i t  seemed o b v i o u s  from t h e  d a t a  t h a t  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  
would be unde r  s t r a i n  somewhere beyond 1985. As h i s  c h a i r  had s t a t e d  on  
v a r i o u s  o c c a s i o n s ,  t h e  Fund s h o u l d  a p p r o a c h  p r i v a t e  c a p i t a l  m a r k e t s  i n  
a d d i t i o n  t o  o f f i c i a l  l e n d e r s .  Many a s p e c t s  of t h e  p a t t e r n  of t h e  F u n d ' s  
f i n a n c e s  i n  t h e  y e a r s  a h e a d  would have  t o  be e x p l o r e d  i n  f u r t h e r  d i s c u s -  
s i o n s ,  i n c l u d i n g  t h e  p o s s i b i l i t y  o f  s c h e d u l i n g  a n e w  r e v i e w  o €  q u o t a s .  

H i s  a u t h o r i t i e s  were  s t r o n g l y  o f  t h e  v iew t h a t ,  i n  r e v i e w i n g  t h e  
e n l a r g e d  access p o l i c y ,  t h e  f u n d a m e n t a l  c o n s t r a i n t  was t h a t  no c o u n t r y  
s h o u l d  have  smaller p o t e n t i a l  a c c e s s ,  Mr. S e n i o r  s t a t e d .  I t  would be 
h i g h l y  c o u n t e r p r o d u c t i v e ,  w i t h  many member governments  t a k i n g  l e g i s l a t i v e  
a c t i o n  t o  r a t i f y  t h e  E i g h t h  General Review of Q u o t a s ,  t o  announce  t h a t  
t h e  r e s o u r c z s  t h a t  t h e  F u n d  c o u l d  make a v a i l a b l e  t o  members aFter t h e  
q u o t a  r e v i e w  would be s m a l l e r ,  as t h e y  would h e  €o r  a c o n s i d e r a b l e  number 
of c o u n t r i e s  if a c c e s s  l i m i t s  were s e t  b e l o w  1 2 5  p e r  c e n t  i n  o n e  : 'ear  o r  
375  p e r  c e n t  i n  t h r e e  y e a r s .  In h i s  o p i n i o n ,  t h e  p r e s e n t  r ev iew o f  t h e  
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e n l a r g e d  access p o l i c y  s h o u l d  be used  as a n  o p p o r t u n i t y  t o  c o r r e c t ,  a t  
l eas t  i n  p a r t ,  t h e  i n a d e q u a c i e s  of t h e  E i g h t h  G e n e r a l  Review of  Q u o t a s ,  
which had proved  t o  be even  g r e a t e r  t h a n  i n i t i a l l y  t h o u g h t .  
a c c e s s  p o l i c y  was b u t  o n e  mechanism a l l o w i n g  t h e  Fund t o  a d a p t  i t s  mach ine ry  
so t h a t  i t  c o u l d  exe r t  i t s  p r o p e r  i n f l u e n c e  and  r e s p o n s i b i l i t i e s  a t  t h e  
c u r r e n t  j u n c t u r e  of t h e  w o r l d  economy. 

The e n l a r g e d  

I n  c o n c l u d i n g ,  Mr. S e n i o r  s a i d  t h a t  h e  a g r e e d  w i t h  t h e  remarks  made 
by t h e  Managing D i r e c t o r  i n  Boca R a t o n ,  namely ,  t h a t  one of t h e  l e s s o n s  
of  t h e  r e c e n t  p a s t  had s c r e l y  b e e n  t h a t  t h e  Fund,  endowed w i t h  a d e q u a t e  
r e s o u r c e s ,  p rov ided  an e s s e n t i a l  i n s u r a n c e  f o r  a l l  member c o u n t r i e s  a g a i n s t  
u n f o r e s e e n  f i n a n c i a l  d i s r u p t i o n s  and was a c r u c i a l  e l emen t  i n  b o l s t e r i n g  
t h e  s t a b i l i t y  of t h e  i n t e r n a t i o n a l  f i n a n c i a l  sys tem.  

M r .  Tved t  commented t h a t  h i s  a u t h o r i t i e s  d i d  s u p p o r t  t h e  c o n t i n u a t i o n  
of t h e  p o l i c y  of e n l a r g e d  a c c e s s  a g a i n s t  t h e  background of w i d e s p r e a d  and  
p e r s i s t e n t  payments i m b a l a n c e s  as w e l l  as t h e  r e l a t i v e l y  low i n c r e a s e  i n  
q u o t a s  a g r e e d  upon e a r l i e r  i n  t h e  y e a r .  Having s a i d  t h a t ,  h e  had  t o  
c o n f e s s  t h a t  t h e  t w i n  o b j e c t i v e s  of p r o v i d i n g  a d e q u a t e  Fund f i n a n c i n g  t o  
members i n  need and  of m a i n t a i n i n g  a d e q u a t e  Fund l i q u i d i t y  were h a r d  t o  
r e c o n c i l e  i n  p r e s e n t  c i r c u m s t a n c e s .  

The s t a f f  had a r g u e d  i n  f a v o r  of a g r e a t e r  r o l e  f o r  t h e  Fund i n  
p r o v i d i n g  b a l a n c e  of  payments  i i n a n c i n g  t h a n  had beerr e n v i s a g e d  when t h e  
c u r r e n t  g u i d e l i n e s  on access were e s t a b l i s h e d ,  Mr. Tved t  c o n t i n u e d .  
F u r t h e r m o r e ,  a f i r m  w a r n i n g  had  been  g i v e n  t h a t  a r e d u c t i o n  i n  a c c e s s  
l i m i t s - - e v e n  f o r  o n l y  a p a r t  of t h e  membership--would g i v e  wrong s i g n a l s  
t o  t h e  f i n a n c i a l  community whose c o o p e r a t i o n  and  a s s i s t a n c e  t h e  Fund had 
so l a b o r i o u s l y  s o u g h t  i n  p i e c i n g  t o g e t h e r  a d j u s t m e n t  programs f o r  t h e  
most t r o u b l e d  of i t s  members. Such a p o s i t i o n  c l e a r l y  a r g u e d  i n  f a v o r  
of h igh  access  l i m i t s .  

Yet c o n s i d e r a t i o n  had t o  be g i v e n  t o  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,  Mr. Tved t  o b s e r v e d .  The premise had been a c c e p t e d  t h a t  t h e  need  
f o r  Fund r e s o u r c e s  would c o n t i n u e  t o  be s u b s t a n t i a l ,  a t  l e a s t  € o r  t h e  
two y e a r s  f o l l o w i n g  t h e  e x p e c t e d  e f f e c t i v e  d a t e  of t h e  E i g h t h  Quota 
Review. I n  t h o s e  c i r c u m s t a n c e s ,  a n d  wh icheve r  of t h e  s u g g e s t e d  access 
r a t i o s  was c h o s e n ,  i t  was a p p a r a n t  t h a t  t h e  Fund would need t o  supp lemen t  
i t s  r e s o u r c e s  by s u b s t a n t i a l  bo r rowing ,  o n  t h e  b a s i s  of t h e  assumed new 
commitments. I n  f a c t ,  i t  seemed l i k e l y  t h a t  h i g h  access l i m i t s  would 
e n t a i l  bor rowing  on  such  a scale  a s  t o  a l t e r  t h e  f i n a n c i a l  s t r u c t u r e  of 
t h e  Fund and  undermine  t h e  p r i n c i p l e  c o n s i s t e n t l y  emphas ized  by h i s  
c h a i r  and o t h e r s ,  namely ,  t h a t  q u o t a s  s h o u l d  r ema in  t h e  p r imary  s o u r c e  
o f  Fund l i q u i d i t y .  The p o s s i b i l i t y  c l e a r l y  a r g u e d  i n  € a v o r  of  low access 
l i m i t s .  

tie a g r e e d  w i t h  t h o s e  who had s t a t e d  t h a t  i t  might  pe rhaps  b e  p ~ e m a t u r e  
t o  d e t e r m i n e  t h e  new access l i m i t s  a t  t h e  p r e s e n t  m e e t i n g ,  Mr. Tved t  
c o n t i n u e d .  ?lost  of  t h e  a c c e s s  L i m i t s  p ropQsed  by t h e  s taEE would r e s u l t  
i n  lower  a b s o l u t e  access € o r  a number of merobers, a most  u n f o r t u n a t e  
deve lopmen t .  O t h e r  p o s s i b l e  s o l u t i o n s  s h o u l d  bo c o n s i d e r e d ,  such  a s  
b a s i n g  t h e  n e w  a b s o l u t e  access  l i m i t s  on  the p r e s e n t  ones. He f u l l y  
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r e a l i z e d  t h a t  t h a t  s u g g e s t i o n  would ra i se  a number of i m p o r t a n t  and  
d i f f i c u l t  q u e s t i o n s  r e l a t i n g  t o  t h e  r e l a t i o n s h i p  be tween  a c c e s s  and 
q u o t a s ,  t h e  p r i n c i p l e  of u n i f o r m i t y  of  t rea tment ,  and  o t h e r  aspec ts  of 
members' a c c e s s  t o  t h e  r e s o u r c e s  of t h e  Fund. He made h i s  s u g g e s t i o n  
n e v e r t h e l e s s ,  b e c a u s e  i t  was of t h e  u tmos t  i m p o r t a n c e  t o  f i n d  a s o l u t i o n  
t h a t  combined e l e m e n t s  o f  a l l  t h e  o b j e c t i v e s  b e i n g  p u r s u e d  w h i l e  min i -  
m i z i n g  t h e  amount of s a c r i f i c e  f o r  t h e  membership a s  a whole and e n s u r i n g  
a c o n t i n u e d  r e s p e c t a b l e  r o l e  f o r  t h e  Fund. 

Whatever c o n c l u s i o n  w a s  a r r i v e d  a t  on t h e  mat ter ,  Mr. Tvedt r e m a r k e d ,  
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 was l i k e l y  t o  remain  t i g h t ,  b o t h  i n  
t h e  s h o r t  a n d  i n  t h e  medium t e r m .  With t h a t  i n  mind, h i s  a u t h o r i t i e s  
l o o k e d  fo rward  t o  t h e  c o n c l u s i o n  of t h e  n e g o t i a t i o n s  w i t h  t h e  S a u d i  
A r a b i a n  a u t h o r i t i e s ,  and s u p p o r t e d  a n  e a r l y  Fund approach  t o  o f f i c i a l  
i n s t i t u t i o n s  i n  t h o s e  i n d u s t r i a l  c o u n t r i e s  i n  a r e a s o n a b l y  good b a l a n c e  
of payments and e x t e r n a l  r e s e r v e  p o s i t i o n .  Once t h o s e  n e g o t i a t i o n s  h a d  
b e e n  c o n c l u d e d ,  t h e  q u e s t i o n  of Fund b o r r o w i n g  from p r i v a t e  m a r k e t s  m i g h t  
have  t o  b e  t a k e n  up. 

H i s  a u t h o r i t i e s  f u l l y  s u p p o r t e d  t h e  Fund ' s  c r i t e r i a  f o r  t h e  u s e  of 
i t s  r e s o u r c e s  by members w i t h i n  t h e  s c o p e  of t h e  a c c e s s  l i m i t s ,  Mr. T v e d t  
s a i d .  F u r t h e r m o r e ,  t h e y  a g r e e d  t h a t  i t  was n e c e s s a r y  t o  s i m p l i f y  t h e  r u l e s  
goverr . ing t h e  mix of o r d i n a r y  and  bor rowed r e s o u r c e s .  S t a n d a r d i z a t i o n  o f  
t h e  mix was d e s i r a b l e  b u t  s h o u l d  no t  r e s u l t  i n  a change  i n  t h e  a v e r a g e  mix. 

M r .  P o l a k  o b s e r v e d  t h a t  t h e  E i g h t h  Quota  Review was o n l y  t h e  s e c o n d  
i n  t h e  F u n d ' s  h i s t o r y  c a l l i n g  f o r  E x e c u t i v e  Board c o n s i d e r a t i o n  of access 
as a s e p a r a t e  i s s u e .  P r e v i o u s l y ,  t h e  Art ic les  had d e t e r m i n e d  100 p e r  c e n t  
o f  q u o t a  a s  a l i m i t ,  s u b j e c t  t o  w a i v e r .  It w a s  a r e f l e c t i o n  of t h e  cumu- 
l a t i v e - i n a d e q u a c y  of  q u o t a  i n c r e a s e s ,  as w e l l  a s  of t h e  d i f f i c u l t i e s  of 
t h e  w o r l d  economic s i t u a t i o n ,  t h a t  t h e  s t a t u t o r y  l i m i t  o f  100 per c e n t  o f  
q u o t a  f o r  o v e r a l l  access t o  t h e  F u n d ' s  r e sources - - and  n o t  100 p e r  c e n t  a 
year--had become u n s u i t a b l e ,  so  t h a t  access had t o  be d i s c u s s e d  s e p a r a t e l y .  
The p r i m a r y  r e a s o n  f o r  a l l  p r e v i o u s  q u o t a  i n c r e a s e s  had been t o  e n l a r g e  
members' a c c e s s ,  but  t h e  b a s i c  p u r p o s e  of t h e  E i g h t h  Q u o t a  Review had been 
d i f f e r e n t ,  namely ,  t o  s t r e n g t h e n  t h e  F u n d ' s  f i n a n c i a l  s t r u c t u r e  and b r i n g  
i t  i n  l i n e  w i t h  p r e v i o u s l y  a d o p t e d  d e c i s i o n s  on t h e  u s e  of  Fund r e s o u r c e s .  

The i m p l i c a t i o n  f o r  t h e  immedia t e  f u t u r e ,  Mr. P o l a k  added ,  was t h a t  
t h e  E i g h t h  Quo ta  Review s h o u l d  b a s i c a l l y  lead  not  t o  an  i n c r e a s e  i n  a c c e s s  
i n  nomina l  a b s o l u t e  amounts  b u t  t o  t h e  m a i n t e n a n c e  of  b r o a d l y  t h e  same 
a c c e s s .  The q u e s t i o n  t h e n  was how t o  a c h i e v e  t h a t  o b j e c t i v e  i n  terms o f  
p e r c e n t a g e s  of  new q u o t a s .  The i m p l i c a t i o n  f o r  t h e  somewhat longer f u t u r e  
was t h a t  w h a t e v e r  a c c e s s  l i m i t s  were c h o s e n  i n  t h e  coming months would n o t  
h o l d  f o r e v e r .  I t  c o u l d  n o t  be assumed t h a t  t h e  need of  i n d i v i d u a l  c o u n t r i e s  
f o r  access o n  the  l e v e l  o f  recent  years--say, f rom 1980 t o  1983--would 
c o n t i n u e .  However, as most D i r e c t o r s  had s a i d ,  t h e  p r e s e n t  W A S  n o t  t h e  
r i g h t  time t o  r e d u c e  a c c e s s ,  n o r  would t h e  yea r  immedia t e ly  a f t e r  t h e  
E i g h t h  Quota Review came i n t o  e f f e c t  be a p e r i o d  when a c c e s s  c o u l d  be 
r e d u c e d ,  from what  was known a l r e a d y  o f  t he  l i k e l y  economic s i . t u a t i o n  i n  
1981. On t h e  o t h e r  hand ,  no commitments w i t h  r e s p e c t  co a c c e s s  s h o u l d  be 
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made f o r  t h e  l o n g e r  t e r m ;  s p e c i f i c a l l y ,  t h e r e  s h o u l d  be a r e v i e w  of t h e  
p e r c e n t a g e  of access o n e  y e a r  a f t e r  t h e  E i g h t h  Q u o t a  Review had gone  i n t o  
e f f e c t ,  t a k i n g  a c c o u n t  of  t h e  w o r l d  economic s i t u a t i o n  and t h e  l i q u i d i t y  
of t h e  Fund a t  t h a t  t i m e .  

Al though h e  would base them o n  t h e  p r i n c i p l e  of unchanged a b s o l u t e  
access, Mr. P o l a k  c o n t i n u e d ,  t h e  new access l i m i t s  t o  be a g r e e d  s h o u l d  
not be based on t h e  a v e r a g e  p e r c e n t a g e  q u o t a  i n c r e a s e .  N e i t h e r  would i t  
be r e a s o n a b l e  f o r  t h e  Fund t o  se t  i t s  p o l i c y  a c c o r d i n g  t o  t h e  a c c i d e n t s  
of  t h e  q u o t a  d i s t r i b u t i o n  by a c c e p t i n g  t h e  p e r c e n t a g e  f o r  t h e  c o u n t r y  a t  
t h e  t a i l  end  of t h a t  d i s t r i b u t i o n .  The a d d i t i o n a l  t a b l e  showing t h e  per- 
c e n t a g e  changes  i n  a b s o l u t e  access r e s u l t i n g  from t h e  p e r c e n t a g e  i n c r e a s e  
i n  q u o t a s  was q u i t e  h e l p f u l .  H e  would p o s i t  t h a t  t h e  a g r e e d  access l i m i t s  
s h o u l d  be  such  t h a t  t h e y  e n . t a i l e d  no s u b s t a n t i a l  r e d u c t i o n  i n  access f o r  
any  s i g n i f i c a n t  number of members. A f i g u r e  o f  110 p e r  c e n t  f o r  o n e  y e a r  
would meet t h a t  t e s t .  A l t h o u g h  110 p e r  c e n t  might  be viewed as somewhat 
on t h e  low s i d e ,  h e  d i d  n o t  t h i n k  t h a t  t h e  l i m i t  c o u l d  be s e t  w i t h o u t  
r e g a r d  t o  l i q u i d i t y  c o n s i d e r a t i o n s .  I f  t h e  s t a f f ' s  p r e d i c t i o n s  f o r  ' 
1984-86 m a t e r i a l i z e d ,  t h e  l i q u i d i t y  p o s i t i o n  o f  r h e  Fund,  a s  shown i n  
t h e  l a s t  l i n e  of T a b l e  3 of  EBS/33/79, would n o t  be  v e r y  s a t i s f a c t o r y ,  
w h a t e v e r  access l i m i t  was a g r e e d  upon. When t h e  p r e s e n t  access l i m i t s  
had been s e t ,  in 1980-81, t h e i r  f i n a n c i n g  had been u n c e r t a i n ,  b u t  t h e  
Fund h a d  had good hopes  of  o b t a i n i n g  i t .  S i n c e  t h e n ,  t h e  f i n a n c i n g  had 
proved more d i f f i c u l t  t h a n  e n v i s a g e d ,  and  t h e  Fund s h o u l d  riot a g a i n  d e c i d e  
on r a t i o s  of  access t o  i t s  r e s o u r c e s  w i t h o u t  knowing how i t  would f i n a n c e  
d r a w i n g s  up t o  t h o s e  l i m i t s .  

A s  t h e  s t a f f  and o t h e r  D i r e c t o r s  had o b s e r v e d ,  t h e  access l i m i t s  were 
o u t s i d e  l i m i t s ,  Mr. P o l a k  s a i d .  I t  might  o f t e n  be p o s s i b l e  o r  n e c e s s a r y  
t o  s t a y  below t h e  l i m i t s ;  i t  would a i s o  be n e c e s s a r y  sometimes t o  go 
beyond t h e  a n n u a l  l i m i t  i n  s p e c i a l  cases. I n  p a s s i n g ,  t h a t  was a n o t h e r  
r e a s o n  Eor not  f e e l i n g  o b l i g e d  t o  i n c r e a s e  t h e  l i m i t s  s i m p l y  b e c a u s e  some 
c o u n t r i e s  m i g h t  e x p e r i e n c e  a small r e d u c t i o n  i n  a b s o l u t e  access u n d e r  new 
l i m i t s .  

The  o v e r a l l  l i m i t  on  a c c e s s  c o u l d  be c o n s i d e r e d  i n  a wider c o n t e x t ,  
i n c l u d i n g  t h a t  of access t o  t h e  s p e c i a l  f a c i l i t i e s ,  p a r t i c u l a r l y ,  t h e  
compensa tory  f i n a n c i n g  f a c i l i t y ,  M r .  P o l a k  c o n s i d e r e d .  The d e c i s i o n  on 
compensa tory  f i n a n c i n g  would have  c o n s e q u e n c e s  f o r  t h e  F u n d ' s  l i q u i d i t y .  
F u r t h e r m o r e ,  h e  s t r o n g l y  u r g e d  t h a t  c o n s i d e r a t i o n  be g i v e n  t o  r e a c h i n g  
agreement  u l t i i n a t e l y  on a t r u e  o v e r a l l  l i m i t  t h a t  would a p p l y  j o i n t l y  t o  
all Fund f a c i l i t i e s  u n d e r  w h i c h  a member c o u l d  draw. The o v e r a l l  l i m i t  
s h o u l d  be less t h a n  t h e  sum o f  t h e  l i m i t s  f o r  t h e  v a r i o u s  p a r t s .  I t  was 
i m p o r t a n t  f o r  the Fund t o  c o n s i d e r  i t s  t o t a l  exposure p e r  c o u n r r y  and n O t  

o n l y  p e r  country per f a c i l i t y .  T h e r e  was a p r e c e d e n t  i n  t h e  Fund's 
h i s t o r y  f o r  such  a j o i n t  L i m i t  t h a t  w o u l d  be lower t h a n  t h e  sum of t h e  
limits on d i f f e r e n t  € a c i l i t i e s .  A t  some rime i n  t h e  p a s c ,  a c o u n t r y ' s  
combined access EO t h e  b u f f e r  stock and  compensa tory  financl.ng facilities 
tiad been l i m i t e d  t a  7 5  p e r  c e n f  of quoca ,  whereas access to each f a c i l i t y  
i n d e p e n d e n t l y  had b e e n  SO p e r  c e n c .  
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The complex o p e r a t i o n a l  aspects  d e a l t  w i t h  i n  S e c t i o n  V o f  t h e  s t a f f  
p a p e r  were s e c o n d a r y  t o  t h e  ma in  i s s u e  unde r  d i s c u s s i o n ,  blr. P o l a k  
commented. 
A s  a p r e l i m i n a r y  comment, h e  n o t e d  t h a t  t h e  s t a f f  had made c l e a r  t h a t  
t h e  Fund had g r a d u a l l y  s l i p p e d  i n t o  u s i n g  c o m p l i c a t e d  and  somewhat a r t i -  
f i c i a l  rules on  t h e  u s e  of i t s  own and borrowed r e s o u r c e s .  He would f a v o r  
s i m p l i f y i n g  t h e  a l l o c a t i o n  of t h e  r e s o u r c e s  by o r i g i n .  The s t ructure  of 
c h a r g e s  was a l so  awkward, a n d  h e  would  p r e f e r  t o  s t a n d a r d i z e  them f o r  a l l  
u s e 5  o f  Fund r e s o u r c e s .  

H i s  general  p r e f e r e n c e  would be t o  d i s c u s s  them s e p a r a t e l y .  

Mr. N i m a t a l l a h  remarked  t h a t  t h e  c e n t r a l  q u e s t i o n  b e i n g  a s k e d  nowadays 
by t h e  i n t e r n a t i o n a l  f i n a n c i a l  community was w h e t h e r  o r  n o t  t h e  Fund would 
c o n t i n u e  t o  p l a y  i t s  r o l e  e f f e c t i v e l y  i n  t h e  f u t u r e .  The e n l a r g e d  a c c e s s  
p o l i c y ,  which S a u d i  A r a b i a  had f u l l y  s u p p o r t e d ,  had e n a b l e d  t h e  Fund t o  
p l a y  a n  e f f e c t i v e  r o l e  so f a r ;  i t  had a s s i s t e d  many member c o u n t r i e s  t o  
a d j u s t  unde r  d i f f i c u l t  economic  c o n d i t i o n s .  Those  c o n d i t i o n s  had n o t  
improved much, and  i t  was t h e r e f o r e  n e c e s s a r y  t o  c o n t i n u e  t h e  e n l a r g e d  
access p o l i c y  i f  t h e  Fund was t o  r e m a i n  e f f e c t i v e .  He would p r e f e r r t o  
r e t a i n  t h e  p r e s e n t  l i m i t s  of 150 p e r  c e n t  i n  one  y e a r  o r  450 p e r  c e n t  i n  
three y e a r s ,  b u t ,  r e c o g n i z i n g  t h a t  economic  r e c o v e r y  was on r h e  h o r i z o n ,  
h e  c o u l d  go a l o n g  w i t h  t h e  s t a f f ' s  recommendat ion  t o  s e t  t h e  new l i m i t s  
a t  125 p e r  c e n t  i n  one  y e a r  o r  375 p e r  c e n t  in t h r e e  y e a r s ,  s i n c e  t h a t  
would e n s u r e  t h a t  t h e r e  would  be no r e d u c t i o n  i n  a b s o l u t e  terms i n  any 
member's a c c e s s .  

I n  h i s  judgment ,  t h e  s t a r t i n g  p o i n t  f o r  d e t e r m i n i n g  t h e  new l i m i t s  
s h o u l d  be t h e  l i k e l y  need o f  members t o  u s e  t h e  F u n d ' s  r e s o u r c e s  i n  t h e  
p e r i o d  ahead ,  M r .  N i m a t a l l a h  s t a t e d .  The  Fund had a r e s p o n s i b i l i t y ,  
under  t h e  A r t i c l e s  o f  Agreemen t ,  to  ass is t  members i n  overcoming t empora ry  
b a l a n c e  of payments d i f f i c u l t i e s  w i t h o u t  r e c o u r s e  t o  h a r m f u l  r e s t r i c t i o n s  
and  c o n t r o l s .  To car ry  o u t  t h a t  r e s p o n s i b i l i t y  e f f i c i e n t l y ,  t h e  Fund had 
t o  be i n  a p o s i t i o n  t o  p r o v i d e  members w i t h  s u f f i c i e n t  r e s o u r c e s  i n  s u p p o r t  
of we l l -des igned  a d j u s t m e n t  programs. I f  t h e  Fund was t o  t a k e  a c e n t r a l  
p a r t  i n  s t a b i l i z i n g  t h e  s y s t e m ,  i t  c o u l d  no t  t u r n  i t s  back o n  L e g i t i m a t e  
r e q u e s t s  f o r  a d j u s t m e n t  f i n a n c e  s i m p l y  b e c a u s e  i r s  r e s o u r c e s  a p p e a r e d  
l i m i t e d .  

S i z a b l e  payments i m b a l a n c e s  p e r s i s t e d ,  p a r t i c u l a r l y  among t h e  non-oi l  
d e v e l o p i n g  c o u n t r i e s ,  MK. N i m a t a l l a h  c o n t i n u e d .  S e v e r a l  c o u n t r i e s  were 
e x p e r i e n c i n g  d i f f i c u l t y  i n  s e r v i c i n g  t h e i r  e x t e r n a l  d e b t s .  Many members 
were u n d e r t a k i n g ,  o r  w o u l d  h a v e  t o  u n d e r t a k e ,  s e r i o u s  a d j u s t m e n t  efforts 
t h a t  would need t o  be s u s t a i n e d  o v e r  a c o n s i d e r a b l e  p e r i o d .  Those  e f f o r t s  
would r e q u i r e  adequate  s u p p o r t  froin t h e  Fund,  p a r t i c u l a r l y  a t  a time vhen  
o t h e r  sources  of f i n a n c e  were i n  s h o r t  s u p p l y .  Access  L i m i t s  o€ 125  p e r  
c e n t  Ln one  year o r  375 per c e n t  i n  t h r e e  years would be t h e  tninimum 
c o n s i s t e n t  w i t h  t h e  p r e s e n t  u n s e t t l e d  c o n d i t i o n s  i n  t h e  w o r l d  economy. 

E q u a l l y  i m p o r t a n t ,  Mr. N i m a t a l l a h  a d d e d ,  t h e  Fund h a d  t o  d e m o n s c r a t e  
to t h e  i n t e r n a t i o n a l  f i n a n c i a l  community t h a t  i t  was p r e p a r e d  t o  r e spond  
e f f e c t i v e l y  w h e n  p r o . b l r m s  a rose .  T h a t  h a d  been a major  r e a s o n  f o r  d e c i d i n g  
t o  b r i n g  forward t h e  impLernentation OF t h e  cjuata i n c r e a s e  and t a  enlarge  
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t h e  GAB. But i n c r e a s i n g  t h e  F u n d ' s  r e s o u r c e s  w a s  o n l y  par t  of t h e  s o l u t i o n  
t h a t  had t o  be complemented by a c c e s s  l imits  showing t h a t  t h e  Fund recog-  
r i lzed t h e  e x t e n t  of members' p roblems and  i t s  w i l l i n g n e s s  t o  p r o v i d e  f i n a n c e  
on a scale  s u f f i c i e n t  t o  h e l p  members t o  d e a l  w i t h  t h o s e  problems.  A 
r e d u c t i o n  i n  a c c e s s  l i m i t s  i n  a b s o l u t e  terms would g i v e  a wrong s i g n a l  and 
c o u l d  weaken t h e  F u n d ' s  e f f i c a c y  as an i n s t i t u t i o n  f o r  a d j u s t m e n t .  T h a t  
a rgument  had p a r t i c u l a r  f o r c e  a t  present,  when t h e  a b i l i t y  and w i l l i n g n e s s  
of commerc ia l  banks t o  c o n t i n u e  l e n d i n g  t o  many d e v e l o p i n g  c o u n t r i e s  was 
open t o  some q u e s t i o n .  The Fund had  used  i t s  i n f l u e n c e ,  i n  some c a s e s ,  
to p e r s u a d e  banks t o  m a i n t a i n  t h e i r  e x p o s u r e  or a t  l ea s t  t o  a v o i d  a n  a b r u p t  
r e d u c t i o n  of l o a n s .  B u t  t h e  F u n d ' s  i n f l u e n c e  would be p e r s u a s i v e  on ly  i f  
i t  p r a c t i c e d  what i t  p reached .  Shou ld  t h e  Fund s c a l e  back i t s  l e n d i n g ,  
h e  had  no doub t  t h a t  t h e  banks  would be f u r t h e r  d i s c o u r a g e d .  

The case a t  present  f o r  s e t t i n g  t h e  new a c c e s s  l i m i t s  a t  not  l ess  
that;  125 p e r  c e n t  of q u o t a  i n  o n e  y e a r  o r  375 per  c e n t  i n  t h r e e  years was 
s t r o n g ,  N r .  N i m a t a l l a h  c o n s i d e r e d .  P e r h a p s  in two years o r  s o ,  a s t r o n g e r  
c a s e  might emerge f o r  l o w e r  l i m i t s ,  a s  Plr. J o y c e  had s u g g e s t e d ,  and i t  
would be r e a s o n a b l e  t o  t a k e  t h e  matter up a t  t h a t  time. I t  s h o u l d  be 
r e c o g n i z e d ,  however,  t h a t  t h e  l i m i t s  were n o t  t a r g e t s  o r  norms, au tomat -  
i c a l l y  a v a i l a b l e  t o  members, b u t  o n l y  c e i l i n g s .  E x p e r i e n c e  m d e r  t h e  
e n l a r g e d  access p o l i c y  s i n c e  1980 showed t h a t  d i f f e r e n t  members had been 
g r a n t e d  a c c e s s  i n  w i d e l y  d i f f e r e n t  p e r c e n t a g e s .  Access  would depend i n  
t h e  f u t u r e ,  as i n  t h e  p a s t ,  on a number of f a c t o r s ,  s u c h  a s  t h e  s i z e  of  
a member's imba lance ,  t h e  d e g r e e  and p a c e  of a d j u s t m e n t  t h a t  a member was 
p r e p a r e d  t o  u n d e r t a k e ,  and t h e  member's a c c e s s  t o  c a p i t a l  marke t s .  It  was 
t h e r e f o r e  p ruden t  f o r  t h e  E x e c u t i v e  Board t o  g i v e  i t s e l f  and t h e  management 
f l e x i b i l i t y  t o  d e c i d e  t h e  l i m i t s  i n  each c a s e  i n  t h e  l i g h t  of a l l  t h o s e  
f a c t o r s .  Maximum l imits would p r o v i d e  t h e  Fund w i t h  t h e  c a p a c i t y  t o  meet 
e x c e p t i o n a l  needs  when n e c e s s a r y .  A s  f a r  as  h e  c o u l d  j u d g e ,  i t  was h i g h l y  
p o s s i b l e  t h a t  more t h a n  o n e  c o u n t r y  w i t h  m a j o r  problems would r e q u i r e  
maximum a s s i s t a n c e  froin t h e  Fund b e f o r e  t h e  w o r l d  economic r e c o v e r y  had 
become s u f f i c i e n t l y  e s t a b l i s h e d .  Once a g a i n ,  h e  emphas ized  t h e  need t o  
avoid an a b r u p t  r e d u c t i o n  i n  a c c e s s  l i m i t s  a t  p r e s e n t .  

He r e c o g n i z e d  of c o u r s e  t ha t  t h e  Fund would have t o  f i n d  t h e  n e c e s s a r y  
r e s o u r c e s ,  Mr. N i m a t a l l a h  s a i d .  T h a t  was w h y  Saud i  Arabia  had s t a t e d ,  more 
t h a n  o n c e ,  t h a t  quotas s h o u l d  have  b e e n  d o u b l e d .  E v e n  w i t h  t h e  e n l a r g e d  
G A B ,  t h e  s t a f f  i n d i c a t e d  t h a t  f u r t h e r  bor rowing  w o u l d  b e  r e q u i r e d .  The 
Fund s h o u l d  t h e r e f o r e  c o n t i n u e  t o  e x p l o r e  a11 borrowing  o p t  i o n s .  

F i n a l l y ,  commenting on t h e  o p e r a t i o n a l  i s s u e s  coue:ed i n  S e c t i o n  V 
of EB5/83/79,  Mr. N i m a t a l l a h  s a i d  t h a t  he understorJd c h e  w i s h  of t h e  s t a f E  
c o  s i m p l i f y  t h e  p r o c e d u r e s  g o v e r n i n g  t h e  m i x  o €  o r d i n a r y  a n d  borrowed 
r e s o u r c e s  used t u  f i n a n c e  s tand-by  a n d  e x r e n d e d  a r r a n g e m e n t s .  The proce- 
d u r e s  had become c o m p l i c a t e d  t o  a d r n i n i s c e r  a n d  COLI IC! p r o d u c e  a r b i t r a r y  
resu l t s .  I t  w o u l d  be h e l p € u l  i f  t h e  s t a f f  c o u l d  e x p l a i n  t h e  i m p l i c a t i o n s  
O F  che  s p e c i f i c  p r o p o s a l s  o u t l i n e d  on page 29 of t h e  pape r  t o  e n a b l e  h i m  
to  r e a c h  a d e f i n i t e  judgment. ,  The s t a f f  had a l s o  s u g g e s t e d  t h a t  i t  n i g h t  
be  o p p o r t u n e ,  because  of t h e  F u n d ' s  l i q u i d i r y  posicion, t o  change  t h e  
n i x i n g  r a t i o  i n  f a v o r  o f  u s i n g  more bor rowed and Fewer o r d i n a r y  resources. 



ERM/83/71 - 5 /18 /83  - 38  - 

The i m p o r t a n t  i m p l i c a t i o n s  of s u c h  a change  f o r  t h e  magn i tude  of t h e  F u n d ' s  
bo r rowing  and  f o r  t h e  c o s t  of bo r rowing  by members from t h e  Fund would 
have  t o  be s t u d i e d  f u r t h e r .  The a p p r o p r i a t e  r a t i o  would depend ,  among 
o t h e r  t h i n g s ,  on  t h e  E x e c u t i v e  B o a r d ' s  d e c i s i o n  on access l i m i t s .  

The E x e c u t i v e  D i r e c t o r s  a g r e e d  t o  resume t h e i r  d i s c u s s i o n  i n  t h e  
a f t e r n o o n .  

DECISIONS TAKEN SINCE PREVIOUS BOARD MEETING 

The f o l l o w i n g  d e c i s i o n s  were a d o p t e d  by t h e  E x e c u t i v e  Board  w i t h o u t  
mee t ing  i n  t h e  p e r i o d  be tween EBM/83/70 (5116183)  and EBM/83/71 ( 5 / 1 8 / 8 3 ) .  

4 .  MEXICO - EXCHANGE SYSTEM 

The F u n d ' s  a p p r o v a l  u n d e r  D e c i s i o n  No. 7282-(821168) of 
Mex ico ' s  m u l t i p l e  c u r r e n c y  p r a c t i c e s  and  r e s t r i c t i o n s ,  as d e s c r i b e d  
i n  S e c t i o n  V of SM/83/70, i s  e x t e n d e d  u n t i l  t h e  c o m p l e t i o n  of 
t h e  1983 Art ic le  I V  c o n s u l t a t i o n  and  t h e  f i r s t  r e v i e w  u n d e r  t h e  
e x t e n d e d  a r r a n g e m e n t .  (EBD/83/137, 5 / 1 2 / 8 3 )  

D e c i s i o n  No. 7402- (83 /71) ,  a d o p t e d  
May 1 6 ,  1983 

5. APPROVAL OF MINUTES 

The m i n u t e s  of E x e c u t i v e  Board Mee t ings  821158 and 821159 
a re  approved .  (EBD/83/133, 5 / 1 1 / 8 3 )  

Adopted May 1 7 ,  1983 

6 .  EXECUTIVE BOARD TRAVEL 

Travel by E x e c u t i v e  D i r e c t o r s  a s  s e t  f o r t h  i n  EBAP/83/132 i s  
approved .  

APPROVED: October  1 2 ,  1983 

L E O  VAN HOIJTVEM 
S e c r e t a r y  
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