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The E x e c u t i v e  D i r e c t o r s  c o n t i n u e d  from t h e  p r e v i o u s  mee t ing  
(EB?4!84/R7 
Article l Y  c v n s u l t a t i o n  w i t h  South  A f r i c a  ( X B S / 8 4 / 9 5 ,  4 / 3 0 / 8 4 ;  and Sup. 1, 
6 / l /84 ) . .  
menzs in Sou th  A f r i c n  ( S M / % / l U  ~ 5 / 2 1 / 8 4 ) .  

6 / 6 / 9 4 )  t h e i r  c o n s i d e r a t i o n  of t h e  s t a f f  r e p o r t  f o r  t h e  1984 

They also had b e f o r e  them a r e p o r t  on recent economic develop-  

Mr. A .  Eeaccy, P r i n c i p a l  R e s i d e n t  R e p r e s e n t a t i v e  f o r  Sorlth A f r i c a ,  
W8S a l s o  pr2serit- 

Mr, Pedcey s a i d  t h a t  h i s  a u t h o r i t i e s  s h a r e d  t I %  s t a f f ' s  conce rn  a b o u t  
t h e  s t r o n g  consumer demand t h a t  was j eopa rd j - z ing  bo th  t h e  f i g h t  against 
i n f l a t  i o n  and--hecause of t h e  open na tu re  of  t h e  economy--the c u r r e n t  
account of t h e  b a l a n c e  of payments. 

Many E x e c u t i v e  D i r e c t o r s  a p p a r e n t l y  were I n t e r e s t e d  i n  South A f r i c a ' s  
structural problems,  Mr, Peacey c o n t i n u e d ,  and most of h i s  comments would 
t h e r e f o r 2  be r e l a t e d  t o  t h e  q u e s t i o n s  on r i g i d i t i e s  i n  t h e  l a b o r  marke t .  
L t  shov, ld  be recogn ized  tha' i  S o u t h  A f r i c a ' s  economy had bo th  a deve loped  
and less deve loped  cornporienr, and t h a t  t h e  s t r u c t u r a l  imba lances  and t h e  
d i s p a r i t i e s  among p o p u l a t i o n  g r o u p s  were t h e  r e s u l t  of t h a t  dichotomy. 
His a u t h o r i t f e s  shared E x e c u t i v e  Directors ' c o n c e r n  a b o u t  t h e  d i s p a r i t i e s  
and had asked expr t s  i n  many f i e l d s  t o  s u g g e s t  w a y s  of r e d u c i n g  them* 

The i n c r e a s i n g  race  of u rban iza t : l on  was a m a j u t  developmental  problem 
t h a t ,  i n c i d e n t a l l y ,  i r ivolved a d e g r e e  of g e o g r a p h i c  m o b i l i t y  n o t  g e n e r a l l y  
r e c o g n i z e d  o u t s i d e  Sourh A f r i c a ,  M r .  Peacey s a i d .  The Souch A f r i c a n  r a t e  
of  u r b a n i z a t i o n ,  pe rhaps  t h e  highest i n  t h e  w o r l d ,  had made i t  d i f f i c u l t  
t o  p r o v i d e  f o r  an  a c c e p t a b l e  s t a n d a r d  of l i v i n g  i n  b o t h  t h e  u r b a n  and t h e  
r u r a i  s e c t o r s .  I n  t h e  l o n g  r u n ,  t h a t  s i t u a t i c n  c o u l d  be  improved only  if 
p e r  c a p i t a  p r o d u c t i v i t y  a n d  income i n c r e a s e s  were s u f f i c i e n t  t o  ~ u p p o ~ t  
t h e  c n s t  of pKoVldiRg t h e  needed a d d i t i o n s  t o  t h e  urban i n f r a s t r u c t u r e .  

A ba lanced  e f f o r t  t o  improve the g e n e r a l  s t a n d a r d  of l i v i n g  was 
o b v i o u s l y  needed a n d ,  in t h a t  c o n n e c t i o n ,  e d u c a t i o n  and t r a i n i n g  would 
have  t o  p l a y  a n  i i npor t an t  role, M r .  Peacey remarked. A recent s u r v e y  of 
t h e  h u s i i i e s s  s e c t o r  by t h e  Nat iona l  Manpower Commission nad r e v e a l e d  t h a t  
f t i i l y  t r a i n e d  p e o p l e  from o t h e r  c o u n t r i e s  would be by f a r  t h e  l a r g e s t  
sc)urce of new employees in the p r i v a t e  s e c t o r ,  i n  coming y e d r s ,  w h i l e  
p a r t  la1l.y t r a i n e d  persons would be t h e  second l a r g e s t  s o u r c e  of r e c r u i t -  
ment_. The pool of u n t r a i n e d  and unemp,lsycd p e r s o n s  would n o t  be t h e  most 
s F g n i f i c a n t  soucce .  The s u r v e y  r e s u l t s  s u g g e s t e d  t h a t :  i n c r e a s e d  m o b i l i t y  
G E  l a h o r  per  se  was not: the solution to the s t r u c t u r a l  problems f a c i n g  
t h e  o c ~ n ~ r i l y .  

It t7as importan: t o  t a k e  a rea l i s t ic  approach  t o  s o l v i n g  the  difficult 
and complex problems f a c i n g  Sou th  A f r i c a ' s  economy, Mr. Peacey commented. 
I n  education f o r  i t s  d e v e l o p i n g  p e o p l e s ,  €o r  i n s t a n c e ,  South A f r i c a ,  l i k e  
o t h e r  deve l -&ping  c o u n t r i e s ,  had a r e l a t l v e l y  young and  i n e x p e r i e n c e d  c o r e  
oE t eache r s ;  t h e i r  average age was less than  3 0 .  Moreover,  t h e  q u a l i t y  o f  
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e d u c a t i o n  c o u l d  n o t  be, i n c r e a s e d  m e r e l y  by p r o v i d i n g  p r o f i c i e n t  t e a c h e r s ;  
t h e  management s t r u c t u r e  would have t o  be improved. 
~ c l u c a t i o n  aad  T r a i n i n g  had had co p r e p a r e  a number of p e r s o n s  t o  f i l l  i t s  
s e n i o r  mariagemen t p o s i t i o n s ,  a n d  had conc luded  t h a t  s e n i o r  b l a c k  t e a c h i n g  
personnel.  had accumulated sufficient experience t o  t a k e  on s u c h  jabs. I n  
cons lde r iog  p e r s o n s  t o  €i71 Cop p o s i t i o n s ,  t h e  M i n i s t r y  took  i n t o  aceourit 
no t  on ly  academic q u a l i f i c a t i o n s ,  b u t  a l s o  m a n a g e r i a l  experience, and it 
w a s  impiementing a p l a n  t o  g ive  s e n i o r  black t e a c h e r s  t h e  e x p e r i e n c e  
needed t o  q u a l i f y ,  Under p a s t  government p o l i c y ,  p e r s o n s  from a par t ic -  
ri lar  population group had been g i v e n  p r i o r i t y  i n  f i l l i n g  public s e c t o r  
p o s i t L o n s  d e s i g n e d  s p e c i f i c a l l y  to s e r v e  t h e  needs  of  t he i r  group.  The re  
was now a s u f f i c i e n t  number of q u a l i f i e d  b l a c k  t e a c h e r s  f o r  t h e  M i n i s t r y  
CCJ begin  co c o n s i d e r  a p p o i n t i n g  b l ack  p e r s o n s  t o  p o s i t i o n s  t h a t  n s  members 
o f  t h e  b l a c k  community had h e l d  in t h e  p a s t .  A c c o r d i n g l y ,  q u a l i f i e d  b l a c k  
persons would be encouraged t o  compete w i t h  o t h e r s  f o r  promotions i n  the 
e d u c a t i o n a l  f i e l d .  Tlie i n c r e a s i n g  J p p o r r u n i t i e s  f$ .<r  b l a c k  p e r s o n s  i n  t h e  
e d u c a t i o n a l  area were t y p i c a l  of r e c e n t  deve lopmen t s  i n  t o t a l  p u b l i c  
s e c t o r  employment. I n  p a s s i n g ,  he  n o t e d  t h a t  40 p e r c e n t  oE t h e  approved 
p u b l i c  s e r v i c e  p e r s o n n e l  e s t a b l i s h m e n t ,  o t h e r  t h a n  s e c u r i t y  p e r s o n n e l ,  h a d  
been a l l o c a t c d  t o  t he  e d u c a t i o n  of t h e  less deve loped  p o p u l a t i o n  g roups .  

The M i n i s t r y  of 

Seve r ' a l  E x e c u t i v e  Dlrectars have m e n t i o n e d ,  and t h e  s t a f f  had accu- 
r a t e l y  n o t e d  in i t s  r e p o r t ,  t h a t  s t a t u t o r y  r e s t r i c t i o n s  o n  t h e  g e o g r a p h i c  
m o b i l i t y  of l a b o r  had e s s e n t i a l l y  been r e t a i n e d  in new d r a f t  l e g i s l a t i o n  
i n t r o d u c e d  i n  P a r l i a m e n t  i n  e a r l y  1984,  M r  . Peacey commented. Although 
t h a t  d r a f t  l e g i s l a t i o n  had been t a b l e d  i n  P a r l i a m e n t ,  f u r t h e r  c o n s i d e r a -  
t i o n  had been pos tponedb  I n  t h a t  c o n n e c t i o n ,  t h e  M i n i s t e r  conce rned  had 
s t a t e d  t h a t  " t h e  Government and myself  a re  d e t e r m i n e d  t o  r e a c h  a meaning- 
f u l  s o l u t i o n  t o  t h i s  d e l l c n t e  problem th rough  d i s c u s s i o n s  w i t h  t h e  p u b l i c  
and p r i v a t e  s e c t o r s ,  i n c l u d i n g  the b l a c k  l e a d e r s ,  a n d ,  w i t h  t h e i r  
c o o p e r a t i g n ,  t o  r e a l i z e  t h e  laid-down o b j e c t i v e s  of . t he  Government, namely, 
t h e  improvement o f  l i v i n g  s t a n d a r d s  of t h e  b l a c k  p e o p l e  a l s o  o u t s i d e  t h e  
na t i o  n a l  s t a t e s . " 

The problems of e d u c a t i o n  and u - rban iza t ion  t h a t  h e  had d e s c r i b e d  had 
important f i n a n c i a l  i m p l i c a t i o n s ,  M r .  Peacey no ted .  I n  f a c t ,  a most  
i m p o r t a n t  s t r u c t u r a l  t a s k  f a c i n g  S o u t h  A f r i c a  was t h e  need t o  improve t h e  
f i s c a l  a p p a r a t u s ,  which would have t o  be t h e  b a s i s  on which t h e  deve lop -  
m e n t a l  probiems were s o l v e d ,  I n  t h e  f i s c a l  a rea ,  t h e  Government was 
formulating ;1 b a l a n c e d  system of p r i o r i t i e s  and not merely a l i s t  of 
a p p r o p r i a t e  p r i o r j - t i e s .  

Adjustment  w a s  a c t u a l l y  a way of l i f e  i n  Sou th  Africa,  M r .  Peacey 
c o n c l u d e d ,  and t h e  c o n s i d e r a b l e  ad jus tment e f f e c t e d  i n  r e c e n t  y e a r s  had 
no t  b e e n  w i d e l y  r e c o g n i z e d  o u t s i d e  t h e  c o u n t r y .  His a u t h o r i t i e s  l ooked  
fo rward  t o  a f u r t h e r  f r u i t f u l  exchange of i d e a s  v i t h  t h e  Fund on t h e  d i f -  
f i c u l t  arid complex m a t t e r s  af  developmenL f i n a n c e  and f i s c a l  p r o c e d u r e s  
which a f f e c t e d  a13 l e v e l s  of a c t i v i t y  and r eg ions  of t h e  c o u n t r y .  
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'The Chairman made t h e  f o l l o w i n g  Y iruming up:  

I n  their d i s c u s s i a n  of t h e  1984 A r r i c l e  T V  consu'tation w i t h  
f;out,h A f r i c a ,  a number of D i r e c t o r s  s t r e s s e d  t h e  v o l a r i l i t y  of the 
economy's extez-aai p o s i t i o n ,  t h e  s ~ r i o u s  long-term s t r u c r u r a l  
problems, and the d i f f i c u l t i e s  t h a t  economic po l i cymaker s  nave 
bad i n  daapening doinest ic  r e p e r c u s s i o n s  of swings i n  t h e  terms of 
trade.  

The r e c e n t  economic performance was q u a l i f i e d  as  mixed, e v e n  
though,  cwing t o  g o l d  p r i c e  developments  and t o  t h e  con ta inmen t  of 
i m p o r t s ,  the  o b j e c t i v e s  of t h e  s t a b i l i z a t i o n  program w i t h  respect 
to che  e x t e r n a l  c u r r e n t  a c c o u n t  and t h e  o v e r a l l .  payments p o s i t i o n  
had been s u b s t a n t i a l l y  met. 

D i r e c t o r s  g e n e r a l l y  s h a r e d  t h e  view t h a t  f i n a n c i a l  p o l i c i e s  
and c o n d i t i o n s  had been allowed t o  ease p r e m a t u r e l y  d u r i n g  1983. 
I n  p a r t i c u k a r ,  t h e y  r e g r e t t e d  t h a t  f i s c a l  p o l i c y  i.a t h e  f i n a n c i a l  
p a r  1981/84 had d e v i a t e d  markedly from t h e  i n t e n t i o n s  t h a t  t h e  
z u t h o r i t i e s  had expressed i n  t h e  c o n t e x t  of the  s tand-by a r r a n g e -  
ment. It was r ecogn ized  t h a t  factors  beyond t h e  a u t h o r i t i e s '  
c o n t r o l ,  i n c l u d i n g  t h e  d r o u g h t ,  had been r e s p o n s i b l e  i n  p a r t  f o r  
t h e  d e t e r i o r a t i o n  i n  p u b l i c  E inances .  However, t h e  s? i u a t i o n  had 
been made worse by p o l i c y  d e c i s i o n s ,  such  a s  t h e  s h a r p  increase 
in public s e c t o r  pay,  and by t h e  i n a d e q u a t e  c o n t r o l  o v e r  p u b l i c  
spend lug .  D i r e c t o r s  were much conce rned  abou t  t h e s e  deve lopmen t s ,  
which ;lad s t i m u l a t e d  an  u n s u s t a i n a b l e  consumption-led lapswing i n  
doiaest jc  demand and had c o n t r i u u t e d  t o  t h e  renewed weakness of t h e  
exterv-iil c u r r e n t  accoun t  p o s i t i o n ,  t h e  downward p r e s s u r e  on t h e  
r a n d ,  a s  well as t h e  r e k i n d l i n g  of i n f l a t i o n a r y  p r e s s u r e ,  which 
was s e e n  t o  be p a r t i c u l a r l y  worrisome. 

Di rec tors  n o t e d  t h e  a u t h o r i t i e s '  w i l l i n g n e s s  t o  a l low 
i n t e r e s t  r a t e s  t o  be de t e rmined  f l e x i b l y  i n  t h e  marke t ,  which had 
been i n s t r u m e n t a l  in e n s u r i n g  t h e  f i n a n c i n g  of t h e  l a r g e  budget  
d e f i c i t  by nonmonetary means. N e v e r t h e l e s s ,  some D i r e c t o r s  noted 
w i t h  conce rn  t k 3 t  c r e d i t  t o  t h e  p r i v a t e  s e c t o r  was st i l l .  r i s i n g  
t o o  r a p i d l y  and b e l i e v e d  t h a t  monetary p o l i c y  had n o t  y e t  been  
t i g h t e n e d  s u f f i c i e n t l y  t o  c o n t a i n  c o s t  and p r i c e  i n f l a t i o n .  
Moreover ,  s p e a k e r s  a g r e e d  t h a t  monetary p o l i c y  was a t  p r e s e n t  
c a r r y i n g  a n  u n d d y  heavy burden i n  t h e  s t a b i l i z a t i o n  e f f o r t .  T h i s  
was r e f l e c t e d  i n  t h e  v e r y  h igh  l e v e l  of i n t e r e s t  r a t e s ,  i n  bo th  
nominal  and r e a l  terms, which was undermining the p r o s p e c t s  f o r  a 
r e c o v e r y  of inves tmen t  and f o r  a s u s t a i n a b l e  u p t u r n  i n  economic 
a c t i v i t y .  T h e  p o i n t  was a l s o  s t r e s s e d  t h a t  i n t e r e s t  r a c e  p o l i c y  
i n  S o u t h  Africa made i t  n e c e s s a r y  f o r  of;het- c o u n t r i e s  i n  t h e  r and  
area t o  m a i n t a i n  ve ry  h i g h  r a t e s  i n  o r d e r  t o  a v o i d  c a p i t a l  o u t f l o w s .  

The meas:lres t h a t  t h e  a u t h o r i t i e s  had t a k e n  i n  r e c e n t  monrhs 
t o  s t r e n g t h e n  t h e  f i s c a l  p o s i t i o n ,  i n c l u d i n g  the  r e c e n t  d e c S s i o n  
t o  ra l se  t h e  g e n e r a l  sales Lax, were viewed as s teps  i n  t h e  r i g h t  
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d i r e c t i o n  Chat were likely t o  l e a d  g r a d u a l l y  t o  an improvement i n  
t h e  pol i c y  mix. N e v e r t h e l e s s ,  t h e  a u t h o r i t i e s  were encouraged  t o  
s e e k  a f u r t h e r  r e d u c t i o n  5-11 t h e  budget  d e f i c i t  and i n  t h e  borrow- 
i n g  r e q u i r e m e n t  of t h e  w i d e r  p u b l i c  s e c t o r .  D i r e c t o r s  s t r e s s e d  i n  
p a r t i c u l a r  t h a t  i t  was s t i l l  c r i t i c a l l y  important to c o n t a i n  t h e  
growth of a g g r e g a t e  p u b l i c  e x p e n d i t u r e ,  and  a t  t h e  same t i m e  t o  
reorder e x p e n d i t u r e  p r i o r i t i e s  i n  f a v o r  o f  o u t l a y s  f o r  t h e  develop-  
m e n t  o f  the c o u n t r y ' s  manpower r e s o u r c e s  and f o r  economic and 
soc ia l  i n f r a s t r u c t u r e .  
d e f i c i e n c i e s  i n  t h e  t a x  system and t o  b roaden  t h e  t a x  b a s e .  

The a u t h o r i t i e s  were encouraged  t o  c o r r e c t  

D f r e c t o r s  obse rved  t h a t  exchange r a t e  p o l i c y  c o n t i n u e d  t o  be  
conducted i n  a f l e x i b l e  manner. T h i s  w a s  viewed as a p p r o p r i a t e ,  
b e a r i n g  i n  mind t h e  f r e q u e n t  u n p r e d i c t a b l e  changes i n  t h e  e x t e r n a l  
env i ronmen t ,  t h e  need t o  m a i n t a i n  monetary c o n t r o l ,  and t h e  need 
t o  avo id  s u b s t a n t i a l  r e c o u r s e  t o  f o r e i g n  bo r rowing .  I n  the l a t t e r  
c o n t e x t ,  D i r e c t o r s  s t r e s s e d  t h e  u n f a v o r a b l e  m a t u r i t y  s t r u c t u r e  of 
t h e  e x t e r n a l  d e b t  and t h e  need t o  l e n g t h e n  i t s  term s t r u c t u r e .  

D i r e c t o r s  e x p r e s s e d  s e r i o u s  c o n c e r n  a b o u t  t h e  c o n t i n u i n g  
r a p i d  e s c a l a t i o n  of  l a b o r  c o s t s ,  which was e r o d i n g  p r o f i t a b i l i t y  
and the c o m p e t i t i v e  p o s i t i o n  of t h e  t r a d e d  goods s e c t o r .  Tbey 
t ~ e l i e v e d  that.  l a b o r  market; p o l i c i e s  and impor t  c o n t r o l s  were, t o  a 
l a r g e  e x t e n t ,  r e s p o n s i b l e  f o r  t h e  p e r p e t u a t i o n  of s t r o n g  cos t -push  
p r e s s u r e s .  In a d d i t i o n ,  i n  t h e  recent p a s t ,  t h e  pay p o l i c y  i n  t h e  
p u h l i c  s e c t o r  w a s  seen as h a v i n g  e x a c e r b a t e d  these p r e s s u r e s .  The 
a u t h o r i t t e s  were, t h e r e f o r e ,  urged t o  t i g h t e n  pay p o l i c y  f o r  
g ov e r nm e n t ernp 1 o y e e :; . 
, D i r e c t o r s  s t r e s s e d  t h a t  t h e y  were conce rned  a b o u t  t h e  r i g i d -  
ities p r e v a i l i n g  i n  t h e  l a b o r  markets. They e x p r e s s e d  r e g r e t  t h a t  
r e g u l a t i o n s  c o n s t r a i n i n g  g e o g r a p h i c a l  l abo r  m o b i l i t y  had n o t  been  
removed or  a l l e v i a t e d .  

D i r e c t o r s  e x p r e s s e d  concerl? r e g a r d i t &  t h e  adequacy of t h e  
steps ?..ken by t h e  a t i t h o r i t i e p  i n  e d u c a t i o n .  They u rged  t h e  
a u t h o r i t i e s  t o  p u r s u e  vigoro1:sly t h e  nnedec! u p g r a d i n g  of t h e  ,?duca- 
t i o n n l  and s k i l l  q u a l i f i c a i i o n s  of t h e  v a r i o u s  p o p u l a t i o n  g roups .  
D i rec to r s  e x p r e s s e d  d o u b t s ,  g i v e n  p r e s e n t  t r e n d s  in p o l i c y ,  
r e g a r d i n g  t h e  a t t a i n a b i l i t y  of the  o b j e c t i v e  of e d u c a t i o n a l  p a r i t y  
by  the t u r n  of t h e  c e n t u r y .  The a u t n o r i t i e s  were urged t o  remove 
1abr.r s u p p l y  r i g i d i t i e s ,  s o  as  t o  l e t  t h e  c o u n t r y  t a k e  f u l l  advan- 
tage  of i t s  human r e s o u r c e s .  They added t h a t  t h e  i n a d e q u a c i e s  i n  
Labor market  p o l i c i e s  e x a c e r b a t e d  t h e  wage p r e s s u r e s  and t h e  
s h o r t a g c  of s k i l l e d  l a b o r  which were i n  t u r n  c o n s t r a i n i n g  growth 
and compounding t h e  unemployment problem among t h e  lower-income 
groups.  D i r e c t o r s  r e q u e s t e d  t h e  s t a f f  t o  p u r s u e  a?d deepen  t h e  
a n a l y s i s  o f  l a b o r  market  p o l i c i e s  i n  f u t u r e  c o n s u l t i l t i o n s  wi th  
Sou th  A f r f c a .  
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Directors n o t e d  the recent shift eway from quantitative 
c o n t r o l s  i n  f avor  oE t a r i f f  p r o t e c t i o n ,  b u t  t h e y  believed t h a t  

away from t h c  p o l i c y  of i m p o r t  s u b s t i t u t i o n  would i n c r e a s e  t h e  
economy's f l e x i b i l i t y ,  dampen i n f l a t i o n ,  r e d u c e  rigidities, and  
promote g r e a t e r  s p e c i a l i z a t i o n  i n  p r o d u c t i o n  and more e f f i c i e n t  
a f l o c a t i . o n  of economic r e s o u r c e s .  

. a more s i g n i f i c a n t  lower-lng of p r o t e c t i v e  b a r r i e r s  and a move 

It 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  IV c o n s u l t a t i o n  w i t h  
S o u t h  A f r i c a  will be h e l d  on t h e  s t a n d a r d  12-month c y c l e .  

_-_- GlJYANA - CONPLAINT UNDER RULE K - l  

The Execut ive  D i r e c t o r s  c o n s i d e r e d ,  i n  a c c o r d a n c e  w i t h  D e c i s i o n  
No. 7 6 6 0 - ( 8 h / 5 4 ) ,  adopted  a t  EBM/84/54 ( 4 / 5 / 8 4 ) ,  the Managing Director 's  
compla in t  w i t h  respect t o  Guyana 's  o v e r d u e  f i n a n c i a l  obligations t o  the 
Fund (EES/84 /47 ,  3 / 9 / 8 4 ;  Sup* 1, 4 / 2 / 8 4 ;  and Sup. 2 ,  4 /4 /84 )  e They bad 
before  them a le t te r  from t h e  Managtng D i r e c t o r  t o  t h e  P r e s i d e n t  o f  
Guyana, and t h e  r e p l y  i i f  the P r e s i d e n t  (EBS/84/127, 6 / 4 / 8 4 ) .  

Mr. C. Greenidge, Min i s t e r  of F i n a n c e  of Guyana, M r .  P. E. Matthews, 
Governor of t h e  C e n t r a l  Bank of Guyana, and  M r .  C. G r a n t ,  Ambassador of 
Guyana i n  Washington, D . C . ,  were a l s o  p r e s e n t .  

- 
The Chairman made t h e  following s t a t e m e n t :  

L would l i k n  t o  i n f o r m  E x e c u t i v e  D i r e c t o r s  o f  t h e  l a t e s t  
developments regard i r .g  t h e  o v e r d u e  financial o b l i g a t i o n s  *,f 
Guyana. 

A t  p r e s e n t ,  Guyana's ove rdue  obligations amount t o  
SDR 16 ,042 ,411  in t h e  G e n e r a l  Depar tment .  T h i s  compares w i t h  an 
amount of  S3R 13 ,991 ,394  shown i n  EBS/84/47, Supplemeat  1, when 
I r e p o r t e d  to  t h e  E x e c u t i v e  Board on A p r i l  2 ,  1984,  and r e f l e c t s  
n e v l y  ove rdue  r e p u r c h a s e s  and  q u a r t e r l y  charges as w e l l  as pay- 
ments made by Guyana on May 18,  1984 ( s e e  EBS/84/115, 5 / 2 4 / 8 4 ) *  

As a g r e e d  at t h e  E x e c u t i v e  Board meeting o n  A p r i l  5 ,  1984, 
I serit a l e t t e r  t o  t h e  Honorable  L.  F. S. Burnham, P r e s i d e n t  of  
Guyana. My l e t t e r  and  t h e  r e p l y  from P r e s i d e n t  Burnham h a v e  
beer1 c i r u c l a t e d  f o r  t h e  i n f o r m a t i o n  o f  D i r e c t o r 5  ( ~ ~ $ / 8 4 / 1 . 2 7 ) .  

The 1984 Articie IV c o ? s u l t a t i o n s  in Guyaiia, conduc ted  in 
May, were h e l d  In a c o r d i a l  a t m o s p h e r e ,  and  f o c u s e d  on d i s c u s -  
s i o n s  of the overdue obligations and of t h &  major economic 
p o l i c y  areas. The mission e x p l a i n e d  t o  t h e  Guyanese a u t h o r i t i e s  
thar no d i s c u s s i o n s  of a program s u p p o r t e d  by Fund f i n a n c i a l  
sssistance c o u l d  be h e l d  as  l o n g  a s  Guyaca's overdue  o b l i g a t i o n s  
t o  t h e  Fund remained  o u t s t a n d i n g .  The a u t h o r i t i e s  w i t h  whom t h e  
mission m e t  i n d i c a t e d  t h a t  t h e y  were i n  b road  c o n c u r r e n c e  w i t h  
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t h e  F i l S s i O n ' s  a s s e s s m e n t  and t h a t  s t e p s  i n  t h e  m5jor aKf2dS 

discussed  were unde r  cone-LGeration; t h e  m i s s i o n  was u n a b l e ,  how- 
ever,  r o  c o n c l u d e  t h a t  a p o l i c y  package of t h e  ncceswary strengtti  
arid d i r e c t i o n  vas I n  p r o s p e c t  I The a u t h o r i t i e s  i n d i c a t e d  t h a t  
t h e  p r e s e n t  and p r o s p e c t i v e  a v a i l a b i l i t y  oE f o r e i g n  exchange d i d  
noK p e r m i t  them t o  effecc payment of t h e  ove rdue  amounts,  'out 
expressed t h e  hope t h a t  a Gay could  n o n e t h e l e s s  he found t h a t  
would  enab le  Guyana t o  have a program s u p p o r t e d  by t-he F m d .  
'!Tiey i n d i c a t e d  t h a t  they would t r y  t o  Ice&-;) ar.rears w i t h  t h e  F m d  
from mounting, b u t  t h e y  could as y e t  p e r c e i v e  nG c lea r  set  of 
p o l  Fcles c o m p a t i b l e  w i t h  the economic and p o l i t i c a l  rea l j - t i es  
open t o  them,  

T h e  Fund seeas t o  have t h r e e  o p t i o n s :  i t  may d e c l a r e  t h e  
member i n e l i g i b l e  t o  u s e  the g e n e r a l  r e s o u r c e s  of t h e  Fund; i t  
may d e c i d e  t ha t  t h e  member may riot make use  o f  t h e  g e n e r a l  
resources of t h e  Fund until s u c h  time as it is  fuZELlLing i t a  
o b l l g a t f c n s  u n d e r  t h e  A r t i c l e s  o f  P.grecment r e l a t i n g  t o  p u r c h a s e s  
and the payment o f  c h a r g e s  i n  t h e  G e n e r a l  Department;  or i r .  may 
r e f r a l n  from taking f o r m a l  a c t i o n  unde r  the r e l e v a n t  p rov i  s i o m  
In t h e  c i r c u m s t m c e s  of t h i s  member, however,  I would ~ o t  con- 
s ider  r h i s  l a s t  p o s s i b i l i t y  t o  be a t r u e  o p t i o n .  I t h e r e f o r e  
recommend t h a t  t h e  Board r e a c h  a d e c i s i o n  p r o m p t l y  based on t h e  
remaini.ng two o p t i o n s .  An a p p r o p r i a t e  d e c i s i o n  w i l l  be  c i r c u -  
l a r e d  t o  E x e c u t i v e  D i r e c t o r s  in t:he l i g h t  o f  t h e  Boa-rd d i s c u s s i o n .  

Mr. Greeni.dgL s t a t e d  t h a t  the Guyanese a u t h o r i t i e s  € e l t  o b l i g e d  t o  
make e v e r y  e f f o r t :  t o  m a i n t a i n  Guyana's o v e r a l l  financial. i n t e g r i t y  and 
r e m a i n  a member i n  good s t a n d i n g  of t h e  Fund. However, t h e y  had been 
m a b l e  t o  r e s c h e d u l e  f o r e i g n  d e b t  arid f a c e d  t h e  p o s s i b i l i t y  o f  b e i n g  
declared in d e f a u l t .  A Fund-supported program c o u l d  h e l p  Guyana t o  
r e s t o r e  t h e  c r e d i t w o r t h i n e s s  t h a t  was e s s e n t i a l  t o  t h e  r e h a b i l i t a t i o n  of 
i c s  key i n d u s t r i e s .  

rurhtle r h e r e  might  be  some room f o r  d e b a t e  o n  t h e  we igh t  t o  b e  g i v e n  
tu t t .e v a r i o u s  causes of t h e  p r e s e n t  d i f f i c u l t i e s ,  t h e i r  magni tude was 
beyond d i s p u t e ,  M r .  Greenidge commented. I n  1981-83, b o t h  d j s c r z t i o n a r y  
and l n v o l u n t a r y  a d j u s t m e n t s  had c a u s e d  C u y s n a ' s  t o t a l  impor t s  t o  fall by 
40 p e r c e n t ,  t h e  e q u i v a l e n t  of $178 m i l l i o n .  C u r r e n t  estimates s u g g e s t e d  
t - h o r ,  of t h e  t o t a l  1.98b import  h i l l  of a p p r o x i m a t e l y  $300 m i l l i o n ,  o n l y  
$250  m i l l i o n  c o u l d  be cove red  by Guyana 's  own r e s o u r c e s .  A t  E i r r t  g l a n c e ,  
G u y a 1 i . 2 ~ ~  d e b t  t o  t h .  Fund O F  $60 million a p p e a r e d  r e l a t i v e l y  s m a l l ,  b u t  
g i v e n  t k t e  f a i l  i n  i m p o r t s  and t h e  o v e r a l l  b a l a n c e  o f  payments c r i s i s ,  i c  
xas c l e a r l y  s i g n i f i c a n t .  

It was i m p o r t a n t  t o  u n d e r s t a n d ,  Mr. Green idge  remarked,  t h a t  o n l y  
8 p e r c e n t  o f  t o t a l  i m p o r t s  c o n s i s t e d  of consumer goods, and most of t h o s e  
were m i l k ,  v e g e r a h l e s ,  d r u g s ,  and soap .  The  p r e s e h t  i n a d e q u a c i e s  o f  s G c h  
imports had c o n t r i b u t e d  to t h e  r i s e  of t h e  p a r a l l e l  economy, and had been  
~ 7 .  f a c t o r  i n  t h e  growing d i s i n c e n t i v e  t o  work. E i g h t y  p e r c e n t  o f  i m p o r t s  



c o n s i s t e d  o f  i n p u t s  f o r  t h e  b a u x i t e  and sugar i n d u s t r i e s ,  s u c h  as f u e l .  
and f e r t i l i z e r ,  b u t  t h e y  were i n s u f f i c i e n t  Lo s u p p o r t  t h e  p r e s e n r  o u t p u t  
of t h o s e  i n d u s t r i e s  much l o n g e r .  

The a u t h o r i t i e s  would c e r t a i n l y  b e  p l e a s e d  t o  be i n  a p o s i t L o n  t o  
u n d e r t a k e  a Fund-supported a d j u s t m e n t  program, MI:. G r ~ z n l d g e  s a i d .  I n  

c i r c u m s t a n c e s ,  h o v s v e r ,  s u c h  a program c o u l d  not be  implemented,  even  
ihuugh t h e r e  was no s i g n i f i c m t  d i f f e r e n c e  i n  o p i n l o n  between t h e  s t a f f  
and t h e  a u t h o r i t i e s  on t h e  p o l i c i e s  t h a t  should  be a d o p t e d .  In 1983, t h e  
GLlyznese Governmen: and t h e  stsf f of tile Lnter-American Development Bank 
had agreed on t h e  measu res  needed t o  r e h a b i 1 i . t a t . e  t h e  a g r i c u l t u r a l  s e c t o r  
i n  g e n e r a l ,  and t h e  r ice  i n d u s t r y  i n  p a r t i c u l a r .  Ongoing d i s c u s s i o n s  were 
h c i n g  he ld  on measu res  needed t o  s o l v e  some problems c o n c e r n i n g  management 
and ownership i n  t h e  b a u x i t e  i n d u s t r y ,  b u t  agreement  had been r e a c h e d  on  
t h e  measures  needed t o  a c h i e v e  t h e  basic r e h a b i l i t a t i o n  of t h e  i n d u s t r y .  

Those who c r i t i c i z e d  Guyana's a d j u s t m e n t  pe r fo rmance  had  a p p a r e n t l y  
f a i l e d  t o  n o t e  t h e  series of measu res  ' n d e r  t h e  1'984 budget  c o n c e r n i n g  
d o m e s t i c  p r i c l  ng * t h e  exchange r a t e ,  and wages,  fir. Green idge  sai.!. W i t h  
t h e  e x c e p t i o n  of t h e  exchange  rate, t he  s c o p e  and d i r e c t i o n  of  t h o s e  
measures were f a i r l y  c l o s e  t o  t h e  Fund staff's recommendat ions made i n  
November 1983: some of t h e m ,  f o r  i n s t a n c e ,  were i n t e n d e d  t o  r e d u c e  t h e  
Government ' s need f o r  bank f i n a n c i n g  . 

The Fund s t a f f  r e c o g n i z e d  t h a t  Guyana c o u l d  not hope t o  c o m p l e t e  t h e  
ad jus tmen t  p r o c e s s  w i t h  i t s  own r e s o u r c e s  a l o n e ,  M r .  Green idge  went on .  
Guyana was w i l l i n g  t o  implement s t r i n g e n t  m e a s u r e s ,  bur: t h e y  c o u l d  be  
e f f e c t i v e  o n l y  i f  a d e q u a t e  r e s o u r c e s  were a v a i l a b l e  t o  s u p p o r t  a n  i n c r e a s e  
i n  the u s e  of p r o d u c t i v e  L a p a c i t y  and human r e s o u r c e s .  I f  t h e  a d j u s t m e n t  
measures  were t o  be e c o n o m i c a l l y  advantageous,  t h e y  would have  t o  be 
s u p p o r t d  by a fundamen ta l  r e s t r u c t u r i n g  of t h e  u s e  of r e s o u r c e s  a v a i l a b l e  
t o  Guyana, and t h e y  would have t o  be p o l i t d c a l l y  s u s t a i n a b l e .  

Dur ing  the f i r s t  q u a r t e r  of 1984,  M r .  Green idge  c o n t i n u e d ,  t h e r e  hed 
. ~ e e n  some improve: ,ent  i n  t h e  pe r fo rmance  of t h e  s u g a r  and b a u x i c 2  i n d u s -  
t r ies.  The p l acnzd  r e s t r u c t u r i n g  of the p u b l i c  s e c t o r  was a l s o  i n t e n d e d  
t o  c o n t r i b u t e  t o  improvements on t h e  s u p p l y  s i d e .  When t h e  improvements 
became e v i d e n r ,  t h e  b a l a n c e  of payments d e f i c i t  would p r o b a b l y  b e  r e d u c e d ,  
and a s u c c e s s f u l  and i n t e r n a l l y  c o n s i s t e n t  program s u p p o r t e d  by t h e  Fund 
and o t h e r  i n t e r n a t i o n a l  a g e n c i e s  migh t  b e  p o s s i b l e .  

During t h e  l a t e s t  A r t i c l e  I V  c o n c u l t a t i o n ,  M r .  Green idge  r e c a l l e d ,  
the Guyanese a u t h o r i t i e s  had i n d i c a t e d  t h a t  t h e y  i n t e n d e d  t o  a t  least h o l d  
Guyana's d e b t  t o  t h e  Fund a t  t h e  p r e s e n t  l e v e l .  To t h a t  end, z d d i t i o n a l  
s a c r i f  i c e s - - i n c l u d i n g  f u r t h e r  c u r t a i l m e n t  cf consumer imports--would have  
t o  be inade, and t h e  a t t e m p t  t o  r e s c h e d u l e  d e b t  would have  t o  be renewed. 

A l though  t h e  Fund was n o t  p e r m i t t e d  t o  n e g o t i a t e  a pragram w i t h  Guyana 
w h i l e  t h e  c o u n t r y ' s  arrears  t o  t h e  Fund were o u t s t a n d i n g ,  M r .  G reen idge  
remarked, h e  hoped t h a t  t h e  Fund would p r o v i d e  t e c h n i c a l  ass is tance t o  
f a c i l i t a t e  rhe f o r m d a t i o n  and implementation cf pclicies d e s i g n e d  t s  



rest or^ e q u i l i b r i u m  t o  the economy. 
i t s  r e s p o n s i b i l i t i e s  as a d e b t o r ,  b u t  i t  wished t o  ens!.me t h a t  t h e  al-range- 
r i l @ i : t ~  for e l i m i n a t i n g  i t s  a r reazs  would n o t  j e o p a r d i z e  i t s  a b i l l t y  e i t h r r  
t o  make f u t u r e  pcymencs o r  t o  mai.ntairl S O C - ~ E ; ~  s t a b i l i t y .  

Guyana w a s  not z t t e r n p t i n g  t o  a v o i d  

K p r ' k a  s a i d  t h a t ,  w h i l e  t h c  Fund was obvi-ously requi red  t o  p ro tec t :  
the temporary c h a r a c t e r  of t h e  u s e  of I t s  r e s o u r c e s ,  there were d i f f e r e n t  
wags 3111 w h i c h  t h a t  cou ld  he  accompl i shed ,  I t  wats  hest: t o  do so i n  a 
€ashLon thar; showed t h e  B o a r d ' s  compreheas ion  of ~ and d i s p u s i  t i o n  t o  
r e c i p r o c a t e ,  Guyana's own a c t i o n *  The Board should  coinrnunicate i . ts  expac- 
t a t i o n  t o  :he a u t h 0 r i t i . e ~  t h a t  t hey  would e x p e d i t i o u s l y  present  a program 
e n a b l i n g  the c:ountry I-o improve i t s  s i t u a t i o n  and repay  the Fund in e 
rcazclnabls  p e r i o d .  The Furid should be p r e p a r e d  t o  p r o v i d e  t e c h n i c a l  
assistance, i f  necessary i n  Eorinulat ing such a program, and shoiild s t a n d  
ready t o  g i v e  i r s  s u p p o r t  t o  i n i l i a t i v e s  t h a t  Guyana might t h e n  u n d e r t a k e  
t o  arrange f o r  f fnanci .ng t o  r e p a y  t h e  Fund. 

Wr. 'r'olak commentcd t ha t  the  Executive Bead's d e c i s i o n  to t a k e  t h e  
u n w u a l  actions provi.ded f o r  tinder R u l e  K-1 had c l e a r l y  been correct .  The 
Chairman's  l e t t e r  t o  t h e  ? r e s i d e n t  of Guyana r e f l e c t e d  the  s t r o n g  fee i i i igs  
of t h e  E x e c u t i v e  h a r d  about t h e  coun t ry ' s  i n a h i l i t y  t o  make i t s  s c h e d u l e d  
repayments  to t h e  Fund; t h e  P r e s i d e n t ' s  r e p l y  showed tha t  he wes f u l l y  
aware of t h e  Fund's p o s i t i o n ,  and t h a t  he  was a n x i o u s  t o  r e s t o r e  what h e  
c a l l e d  "tirr s t a n c e  of i r , t e g r i t y  i n  f i n a n c i a l  dea l ings  ," t o  w h - l c h  he 

Guyana vas f u r t h e r  e v i d e n c e  of t h e  coun~ry's wish t o  res tore  i t s  p o s i t i o n  
i n  t h e  Fund. He hoped that  t h e  p r e s e n t  d i s c u s s i o n  would make i t  c l e a r  to 
t h e  a u t h o r i t i . e s ,  E i r ~ t ,  t h a t  t h e  Fund cou ld  n o t  and woi.11.d n o t  t o l e ra t e  
d e l a y s  i n  payments, which i t  saw as 8 n e g a t i m  of t-he r e l a t i o n s h i p  o f  
t r u s t ,  between the Fund and a member c o u n t r y ,  a n d ,  secor)d, t h a t  t h e  Fund 
c o n t i n u e d  t o  w i s h  t o  ass t s t  Giiyana i n  f o r m u l a t i n g  a program of  a c t i o n  t h a t  
would so lve  the prese t i t  f i n a n c i a l  and economic d F f € i c u l t i e s  and p l a c e  the 
economy on t he  p a t h  t o  r e c o v e r y  and p r o s p e r i t y .  

- c o r r e c t l y  a t t a c h e d  greac importance.  The recent :  payment, t o  t h e  Fur:d by 

Among t h e  o p t i o n s  avai.1.abI.e t o  t h e  Fund t h a t  t h e  Chairman had 
mentioned i n  h i s  o p e n i n g  steremerit, Mr. Polak s a i d ,  he f a v o r e d  the second 
one, urider which t h e  Execut ive  Board would d e c i d e  t h a t  Guyaria could not 
rise t h e  general  resources of t h e  Fun+ u n t i l  such  time a s  i t  was f u l - f i l l i n g  
i t s  o b l i g a t i o n s  unde r  the Arr ic les  r e l a t i n g  t o  p u r c h a s e s  and t h e  payment 
of c h a r g e s  i n  t h e  G e n e r a l  Departinent.  A t  t h e  same time, t h e  a u t h o r i t i e s  
s h o u l d  be s t r o n g l y  encouraged t o  make e v e r y  e f f o r t  t o  d e s i g n  and adop t  a 
:jet o f  measures t o  r e v i v e  the economy and  t o  r e s t o r e  the h e a l t h  of t h e  
c o u n t r y ' s  finczace;. Given t he  p r e s e n t  s t a t e  of t h e  economy, Guyana 
o b v i o u s l y  could n o t  i x i m e d i z t e l y  el iminate i t s  arrears  t o  t h e  Fund. It was 
w i d e l y  r e c o g n i z e d  t h a t  t h e  u n f a v o r a b l e  c o n d i t i o n s  i n  t h e  w o r l d  economy had 
been a n  i m p o r t a n t  f a c t o r  i n  t h e  d e t e r i o r a t i o n  i n  %he economic s i t u a t i o n  i n  
Guyana, bur inis taken economic p o l i c i e s  had a l s o  played l a r g e  r o l e  and 
would have t o  be changed. The P r e s i d e n t ' s  s t a t e m e n t  i n d i c a t i n g  t h e  
c o u n t r y ' s  readiness to proceed to achieve " i n t e r n a l  r e s t r u c t u r i n g ' '  was 
e n c o u r a g i n g ,  a n d ,  w h i l e  t h e  a u t h o r i t i e s  made t h a t  e f f o r t ,  the s e r v i c e s  af 
t h e  Fund s t a f f  shou ld  b e  a t  t h e i r  d i s p o s a l .  I n  p r e s e n t  c i r c u m s t a n c e s ,  



a l t h o u g h  t h e  Fund c o u l d  n o t  n e g o t i a t e  a program of f i n a n c i a l  a s s i s t . a n c e  
f o r  Guyana, i t  should s t a c d  r e a d y  t o  pravI.de any t echn ica l .  assistance t h a t  
c o u l d  h e l p  t o  t u r n  Guyana 's  economy a round .  Drast ic  p o l i c y  a c t i o n  was t h e  
o n l y  neans t h a t  Guyana had t o  r e s t o r e  i t s  c r e d i t w o r t h i n e s s  and pave  the 
vay f o r  Fund f i n a n c i a l  a s s i s t a n c e ,  

Mr. Laske no ted  t h a t  Guyana 's  ove rdue  payments  t o  t h e  Fund had 
i n c r e a s e d  s ince  t h e  p r e v i o u s  d i s c u s s i o n  on t h e  matter, i n  A p r i l  1984 ,  and 
t h a r  - a d d i t i o n a l  r e p u r c h a s e  c h a r g e s  and i n t e r e s t  payments  would be  due i n  
corning y e a r s .  Trle l e t t e r  from t h e  P r e s i d e n t  o f  Guyana and t h e  open ing  
statemen: by Mr. Creer i idge had c l e a r l y  d c s c r i b e d  t h e  problems f a c i n g  t h e  
economy, b u t  i t  was not c l e a r  t o  him t h a t  t h e  a u t h o r i t i e s  f u l l y  u n d e r s t o o d  
how t o  s o l v e  thern. 

Gi-ven t h e  amount and d u r a t i o n  of t h e  arrears  t o  t h e  Fund, and t h e  
a u r h o r i t i e s '  w i s h  t o  s o l v e  t h e  probl.ems f a c i n g  t h e  economy, t h e  f i r s t  of 
the three o p t i o n s  ment ioned  by t h e  Chai rman-- l imi t  Fng Guyana ' s  access t o  
t h e  g e n e r a l  r e s o u r c e s  of t h e  Fund--might be t h e  a p p r o p r i a t e  a p p r o a c h  ~ 

Mr, L a s h  c o n s i d e r e d .  That  l i m i t a t i o n  s h o u l d  be removed a s  s o o n  a s  Guyana 
had made a l l  t h e  r e q u i r e d  payments  t o  t h e  Fund. 

N e g o t i a t i o n s  on a s tand-by  o r  o t h e r  a r r angemen t  w i t h  the Fund s h o u l d  
n o t  h e  conducted  w h i l e  t h e  a r rears  r ema ined ,  Mr. Laske  commented, h u t  t h e  
a u t h o r i t i e s  u r g e n t l y  needed a d v i c e  i n  f o r m u l a t i n g  p o l i c i e s ,  and  he s t r o n g l y  
s u p p o r t e d  t h e i r  r e q u e s t  f o r  t e c h n i c a l  a s s i s t a n c e .  The a s s i s t a n c e  c o u l d  
enable- t h e  a u t h o r i r i e s  t o  f o r m u l a t e  and implement  a s t a b i l i z a t i o n  program 
t h a t  would p l a c e  Guyana i n  a p o s i t i o n  t o  r e p a y  t h e  Fund by c o n v i n c i n g  i t s  
o t h e r  c r e d i t o r s  of  i t s  d e t e r m i n a t i o n  t o  a c h i e v e  m e a n i n g f u l  and r a p i d  
ad j u s  tment . 

MY. Joyce  commented 'chat Guyana o b v i o u s l y  f a c e d  s e r i o u s  economic prob- 
lems. The Guyanese peop le  had a l r e a d y  made l a r g e  s a c r i f i c e s ,  but s o l v i n g  
t h e  problems,  w i t h  or withol i t  Fund a s s i s t a n c e ,  would r e q u i r e  f u r t h e r  
s a c r i f i c e s  i n  corning years.  The l e t t e r  from t h e  P r e s i d e n t  and t h e  opening 
s t a t e m e n t  by t h e  M i n i s t e r  of F i n a n c e  showed thac  the a u t h o r i t i e s  c l e a r l y  
re-.ogn.lzed the g r a v i t y  of t h e  s i t u a t i o n  and t h e  need  t o  i n t r o d u c e  a d d i -  
t i o n a l  i m p o r t a n t  a d j u s t m e n t  measu res .  There  v a s  a c l ea r  u n d e r s t a n d i n g  by 
b o t h  t h e  Fund and t h e  a u t h o r i t i e s  o f  t h e  n a t u r e  of t h e  problems and of t h e  
need  f o r  f u r t h e r  a c t i o n ,  and  t h e  maLn q u e s t i o n  a t  t h e  p r e s e n t  stage was 
what s t e p s  t h e  Fund s h o u l d  t a k e  i n  r e s p o n d i n g  t o  Guyana ' s  overdue payments. 

The main p o i n t ,  Mr. J o y c e  c o n t i n u e d ,  was t h a t  arrears. t o  t h e  Fund 
cou ld  n o t  be t o l e r a t e d ,  as t h e y  r educed  t h e  r e s o u r c e s  a v a i l a b l e  f o r  o t h e r  
member c o u n t r i e s  f a c i n g  ba la i tcz  o f  payments  problems.  To e n s u r e  t h a t  t h e  
Fund's  r e s o u r c e s  were a v a i l a b l e  f o r  a l l  member c o u n t r i e s ,  r e p u r c h a s e s  had 
t o  be made on time. 

H e  fu3.ly unde r s tood  t h e  r e a s o n s  why Guyana was u n a b l e  co repay the 
Fund, h u t  t h e  Fund s h o u l d  n o t  p r o v i d e  f l n a n c i a l  a s s i s t a n c e  t o  a c o u n t r y  
t h a t  had o u t s t a n d i n g  arrears t o  t h e  i n s t i t u t i o n ,  M r .  Joyce  s a i d .  
Apparen t ly  t h e  Guyanese a u t h o r i t i e s  t h e m s e l v e s  f e l t  t h a t  t h a t  a p p r o a c h  
was a p p r o p r i a t e .  
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It wou3.d n o t  be a p p r o p r i a t e  f o r  t h e  Furid e i t h e r  t o  n o t e  tilat Guyana's 
s i t u a r i o i ?  was s e r i o u s  a.nd ther,  r e f r n l n  frou:  t a k i n g  any f u r t h e r  a c t i o n ,  o r  
to d e c l a r e  Guyana i n e l i g i b l e  t o  use  t h e  general  resources of t h e  Fund, 
Mr. J o y c e  went o n .  It w a s  i m p o r t a n t  to r e c o g n i z e  t h a t  GuyaIla was com- 

wi.$Iied t o  c o n t i n u e  t o  have a c l o s e  and u s e f u l  r e l a r i o a s h i p  w i t h  t h e  Fund. 
Hence, t.he I R O S ~  a p p r o p r i a t e  r e s p o n s e  would be  t o  d e c i d e  t h a t  Guyana s h o u l d  
nC'C use t h e  g e n e r a l  r e s o u r c e s  of t h e  Fund u n t i l  i t  was f u l f i l l i n g .  i t s  
o b l i g a t i c n s  itnrler tPie Artic1.e~ r e l a t i n g  t o  r e p u r c h a s e s  and t h e  payment o f  
charges. But ir \<as one t h i n g  t o  a g r e e  t h a t  t h e  Fund c o u l d  n o t  e x t e n d  
a d d i t i o n a l  f i n a n c i a l  r e s o u r c e s  as l o n g  as arrears e x i s t e d ,  and anotl2e.r t o  
say  t h a t  , the Fund had no r o l e  r o  p l a y  i n  a s s i s t i n g  t h e  Guyanese a u t h o r i -  
t i e s  The Fund shcJUld t h e r e f o r e  n o t  abandon Guyana h i l t  s h o u l d  respor?d 
p ~ s i t l i v e l y  I : $  t h e  a u t h o r i t i e s  ' r e q u e s t  f o r  t e c h r i i c a l  a s s i s t a n c e  i n  f o r -  
mul.a!ling ad jus t rnen t  measu res  t h a t  would p l a c e  them i n  a p o s i t i o n  e i t h e r  
t o  repay t h e  Fund cij.-rectly, o r  t o  g a i n  access LO a d d i t i o n a l  f i n a n c i a l  
tesuurc.es t h a t  would p e r m i t  the c o u n t r y  t o  meet i t s  o b l i g a t i o n s .  

1 c. LL.Ell.3 .. -. TO maktng t h e  r e q u i r e d  r epaymen t s  as soon as  p o s s i b l e ,  and t h a t  i t  

The Executive Board s h o u l d  also a g r e e ,  Mr. Joyce  c o n s i d e r e d ,  t o  
r rv1 .m t-he s i t u a t i o n ,  say, i n  s i x  months. T h u s ,  E x e c u t i v e  D i r e c t o r s  c o u l d  

a s s i s t  t h e  c o u n t r y .  
~._xarnl.ne t he  l a t e s t  developments  and c o n s i d e r  ways i n  w\i. ; .<. '~ :\;e ':- . u ~ t i  c~uj.i.l 

M r .  Tveclt s a i d  t ha t  he  f u l l y  r e c o g n i z e d  t h e  s e r i o u s  imba lances  i n  
the economy, and hoped t h a t  the a u t h o r i t i e s  would soon be i n  a p o s i t i o n  
t o  i m p l e m e n t  a program t o  c o r r e c t  them. The Fund r;.Lould p r o v i d e  t e c h n i c a l  
a s s i s t a n c e  i n  t h e  f o r m u l a t i o n  and implemen ta t ion  of such  a program. 
P l n a l . l y ,  h e  a.greed w i t h  M r e  Joyce t h a t  the  E x e c u t i v e  Board shou ld  d e c i d e  
that: Guyana s.hould n o t  make u s e  o f  t he  g e n e r a l  r e s o u r c e s  o f  t h e  Fund 
u n t , i l  it was f i i l f i l l i n g  I t s  o b 1 , i g a t i o n s  under  t h e  Articles r e l a t i n g  t o  
r e p u r c h a s e s  and t h e  payment of  c h a r g e s ,  and t h a t  t h e  d e c i s i o n  s h o u l d  be 
reviewed. I n  t h e  n e a r  f u t u r e ,  

Hi?" C l a r k  c o n s i d e r e d  t h a t  ove rdue  f i n a n c i a l  o b l i g a t i o n s  t o  the  Fund 
were a serious matter. The e s s e n c e  of t h e  Fiind's c o o p e r a t i v e  c h a r a c t e r  
was t h a t  members p rov ided  r e s o u r c e s ,  t h r o u g h  e i t h e r  q u o t a s  o r  l e n d i n g ,  € o r  
t h e  b e n e f i t  05 members g e n e r a l l y .  F a i l u r e  t o  make r e p u r c h a s e s  o r  t o  pay 
charges o n  s c h e d u l e  underruinad t h e  Fund ' s  coope ra t ive  c h a r a c t e r  and was 
u n f a i r  t o  t h e  m a j o r i t y  o f  member c o u n t r i e s  t h a t  made repayments  on t ime,  
o f t e a  i o  d 1 f f i c u l . t  c i r c u m s t a n c e s .  

Guyana's a r r e a r s  t o  the Fund had r eached  SDR 1 6  m i l l i o n ,  approx-  
i m a t e l y  h a l f  of  which had been ou t s t and i .ng  f o r  ruore t h a n  s i x  months ,  
p l t .  C l a r k  cbserved .  Moreover,  i n  n e t  terms, t h e  arrears had i n c r e a e e d  
s i n c e  t h e  E x e c u t i v e  D i r e c t o r s  had  p r e v i o u s l y  c o n s i d e r e d  t h e  matter a t  
ERM/84/54 ( 6 / 5 / 8 4 ) .  On t h a t  o c c a s i o n ,  t h e  E x e c u t i v e  Board h a d  a g r e e d  t o  

a l low T W O  months t o  pass b e f o r e  c o n s i d e r i n g  t h e  Chairman's compla in t  
under  Rule K-1 and had a sked  t h e  Chairman t o  communicate w i t h  t h e  h i g h e s r  
a u t h o r i t y  i n  Guyana. That had been d o n e ,  b u t  t h e  outcome had been incon-  
c!us3ve, and he f u l l y  a g r e e d  w i t h  t h e  Chairman t h a t ,  i n  t h e  c i r c u m s t a n c e s ,  
i t  would be i n a p p r o p r i a t e  f o r  t h e  E r e c u t i v e  Board t o  r e f r a i n  f rom t a k i n g  
Eomal  a c t i o n  under  Ru le  K-1 ,  
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He had n o t e d  t h e  argument.. f o r  a formal d e c i a r a t i o n  of i n e l i g i b i l i t y ,  
bu t  he recognized the ex t r eme  economic d i f f i c u l t i e s  of  Guyana and c o u l d  
t h e r e f o r e  s t o p  s h o r t  of such  a d e c l a r a t i o n  f o r  t h e  p r e s e n t ,  M r .  Clark 
s a i d .  He c o u l d  s u p p o r t  a d e c i s i o n  t h a t  Guyana s h o u l d  not  use t he  g e n e r a l  
resources of t h e  Fund u n t i l  i t  was fulfilling i t s  obligations under  the  
Articles r e l a t i n g  t o  r e p u r c h a s e s  and t h e  payment of c h a r g e s ,  

During t h e  d i s c u s s i o n  of the 1983 Arricle I V  c o n s u l t a t i o n  w i t h  
Guyma, M r ,  C lark  r e c a l l e d .  h e  had mentioned t h e  c lear  need f o r  dec i s ive  
s;id r a d i c a l  p o l i c y  measures. Since t h e n ,  t h a t  need had become even more 
pressing. I r r e s p e c t i v e  of Guyana's p s i t i o n  i n  r e l a t i o n  t o  t h e  Fund, the 
a u t h o r i t i e s  c o u l d  act t o  b r i n g  t h e  'fscal p o s i t i o n  under c o n t r o l  and t h e  
paralAe-l economy back  w i t h i n  t h e  f.Jrmal economy. The need t o  e s t a b l i s h  a 
rncre a p p r o p r i a t e  pa t te rn  of domest ic  prices should  be s t r e s s e d ,  a n d ,  in 
t na t  C o n t e x t ,  an  exchange rate  a d j u s t m e n t  c o u l d  p l a y  a p a r t i c u l a r l y  impor- 
r a n t  s o l e .  If s u c h  measures were t a k e n ,  i t  might  be p o s s i b l e  c o  l o o k  a t  
p r o s p e c t s  f o r  t h e  economy i n  a r a t h e r  more p o s i t i v e  l i g h t ,  He s u p p o r t e d  
Guyana's reques t :  f o r  t e c h n i c a l  a s s i s t a n c e .  

f ir .  T i e l g a d i l l o  ccsrisidered that: it was i m p o r t a n t  t o  u n d e r s c o r e  the 
setzrity of t h t .  prol\'lems f a c i n g  the econmy and  tne e f f o r t s  t h a t  the  
a u t h o r i t i e s  were making t o  resolve t h e  i s s u e  of  overdue  payments t o  rhe 
Fund. Tn t h e  c i r c u m s t a n c e s ,  he  was p l e a s e d  t o  n o t e  from t h e  Cha i rman ' s  
open ing  s t a t e m e n t  t h a t  the  1984 A r t i c l e  I V  consu l  t a t l o n  w i t h  the a u t b o r i -  
r i e s  had been h e l d  i n  a c o r d i a l  a tmosphere .  

- 

O f  t h e  t h r c z  o p t i o n s  proposed  by t h e  Chairman,  M r .  Delgadil3.o corn- 
merited, h e  p r e f e r r e d  t o  have t h e  Executive Board d e c i d e  t h a t  Guyana s l i ~ u l d  
n o t  make use o f  t h e  gene ra l  r e sources  of' <he  Fund u n t i l  i t  was f u l f i l l i n g  
its o b l i g a t i o n s  under  t h e  Ar t ic les  r e l a t i n g  t o  r e p u r c h a e e s  and t h e  payment 
of  c h a r g e s .  The a u t h o r i t i e s  s h o u l d  be encourag-:d t o  a d o p t  a n  economic 
program aimed a t  e l i m i n a t i n g  t h e  imba lances  i n  t h e  economy. At t h e  same 
tirue, t h e  E'und s h o u l d  p r o v i d e  t e c h n i c a l  assistance i n  t h e  p r e p a r a t i o n  of 
a meaningful program t h a t  wculd heLp Guyana t o  become c u r r e n t  i n  its 
f i n a n c i a l  o b l i g a t i o n s  t o  t h e  Fund. 

Mr. Zhang remarked t h a t  t h e  economic pro11ltms f a c i n g  Guyana d u r i n g  
che  prevlous f i v e  years had  been compounded by the u n f a v o r a b l e  i n t e r n a -  
tional, env i ronmen t .  Unlike some o t h e r  d e v e l o p i n g  c o u n t r i e s  w i t h  l a rge  
e x t e r n a l  d e b t  b u r d e n s ,  Guyana had not been g i v e n  r e l i e f  i n  t h e  form of new 
i n f l o w s  of f o r e i g n  c a p i t a l .  The Government had shown its w i J l i n g n e s s  t o  
cooperate w i t h  t h e  Fund F? e l i m i n a t i n g  i t s  ove rdue  paymeats  t o  t h e  insti- 
t u r i o n ,  b u t  i t  was clear  t h a t  the payments c o u l d  n o t  be made f u l l y  and 
q u i c k l y .  ; i l . t he  c i r c u m s t a n c e s ,  c5ere was no need €or  the Fund t o  d e c l a r e  
Guyana i n e l i g i b l e  t o  use its general. r e s o u r c e s .  I n s t e a d ,  t h e  Fund s h o u l d  
d e c i d e  titat Guyana s h o c l d  n o t  use  t h e  g e n e r a l  resources of t h e  Fund u n t i l  
i t  war f u l f i L l i n g  i t s  o b l i g a t i o n s  under t h e  Ar t ic les  w i t h  respect re 
r e p u r c h a s e s  and the  payment, of charges. A t  t h e  same L i m e ,  t h e  GovecnmeGt: 
should be encouraged t o  f o r m u l a t e  a Srogram of a c t i o n ,  and i t s  r e q u e s t  
f o r  t e c h n i c a l  assistance i n  t h a t  e f f o r t  s h D u l d  be approved .  



Mr. Gomel zommcnted t h a t  o v e r d u e  o b l i g a t i o n s  were a s e r i o u s  mat :-er 
c h a t  passd di'ficuit problems f o r  rhe e n t j r e  membership. The Flxnd llad t o  
m a i n t a i n  a prbper balance between t h e  need t o  upho ld  t h e  p r i n c i p l ~ , ~  
governing the use of i t ; $  resources ,  and the need f o r  a f l e x i b l e  a ' l t i t u d e  
cowa1-d a member co t in t ry ,  particularly one facfng e x c e p t i o n a l l y  difficult 
problems.. The r ecen t  reaff i rmat ion by t h e  E x e c u t i v e  Board of the p r a c t i c e  
whereby t h e  Fund d i d  n o t  engage i n  d i s c u s s i o n s  oil t h e  use  of i t s  r e s o u r c e s  
w i t h  e nember cour iz ry  t h a t  tiad overdue  payments to the  i n s t i t u t i o n  was 
correct.  @ e v e r r h e l e s s ,  the FI?nd was o b l i g s d  t o  assist: inember c o m t r i e a  
in the i r  attempts t o  reduce thetr payments imba lances  and t o  gerierare 
f o r e i g n  exchange proceeds n e c e s s a r y  t o  uake Overdue payments 

The .Fund shou ld  c o n s u l t  f u r t h e r  w i t h  t h e  Guyanese autlwtiries o n  t h e  
a p p r o p r i a t e  domes t i c  ad justmerit measures f o r  the coming p e r i o d ,  Mr, Gome1 
c o n s l 6 e r e d .  Bowever, dc ines t ic  iirlj-Jstment a lone  would not s o l v e  rhe prob- 
l e m  of t h e  payments a r r e a r s ;  i t  would have t o  be accompanied by f o r e i g  
c o n c e s s i o n a l  assistance e Access  t o  such  a s s i s t a n c e  was c o n d i t i o n a l  up0 
the a u t h r r i t i e s '  r e a c h i n g  u n d e r s t a n d i n g s  with t h e  Fund on a new p r o g r a ~ u ~  
Thcy s h o u l d  be encoliraged t o  take  cor rec t ive  a c t  Lons tha t :  would give 
p o t e n t i a l .  ieuders and donors c o n f i d e n c e  t h a c  Guyana's p o l l c l e s  were on 
the r i g h t  crack. It would  t h e r e f o r e  be c ruc ia l  f o r  t h e  s t a f f  t o  make . 
clear arid concrete recommendatioris c o n c e r n i n g  a l e a s i b l  e package o f  
measures F i n a l l y ,  he accepted athe Cha-l.rman's proposal  to a d o p t  a deet-  
s.lon s t a t i n g  char Guyana s h o u l d  tmt make use of t h e  general r e s o t i r c e s  of 
t h e  Fund uatil rhe o v e r d w  payments had been made, 

M r .  Schneider s a i e  that :  he  aF?r i a t e d  t h a t  t h e  economic sltuatlon 
in Guyana was extremel,y d i f f i c u l t ,  a t h a t  the a u t h o r i t i e s  wished  t o  
r e s t o r e  a aormal r e l a t i o n s h i p  w i ' h  t h e  Fund 88 soon as possible4 Overdue 
p a p w r i t s  were a serious matter,  a n d ,  despite the recent payments by C 
the reinaFriing outstanding ovtl-due payments were s t i l  s i z a b l e  Tn rela 
to the country's q u o t d L  It was t h e r e f o r e  necessary f o r  t h e  Execut ive  
Board t o  take s t e p s  a t  the present m e t i n g  to p r o t e c t  the Fund's c r e d i t  
standing and t h e  r evo lv ing  character of i t s  r e s o u r c e s +  It was p a r t i c u -  
l a r l y  impor t an t :  to d e a l  w i t h  the prcrhlem of Guyana 's  overdue paypents i n  
t h e  l i g h t  o f  r e c e n t  r e p o r t s  t h a t  c t t ier  member c o u n t r i e s  might  'he on t h e  
po in t  of , i n c u r r i n g  overdue  o b l i g a t l o n s  t u  t h e  Fund. 

Re a g r e e d  w i t h  t h e  Chairman, M r .  S c h n r i d e r  went on,  that f o r  the 
Fund t c  r e f r a in  a t  t h e  present  stage from t a k i n g  formal a c t i o n  under  t h e  
re levanc provisions might  send  t h e  wrung s i g n a l  and have u n d e s i r a b l e  
effects. The bes t  approach  seemed t o  be for t h e  Board to a c c e p t  the 
second o p t i o n  that t h e  Chairman had p r v p o s e d ,  that Guyana shou ld  not make 
u s e  of t h ~  g e n e r a l  resoiirces of  he Fund u n t i l  i t  was c u r r e n t  on i t s  
paTyments t o  t h e  i n s t i t u t i o n .  However, h e  agreed w i t h  1Jr. J G Y C C  t h a t  
d e c i s i o n  shoclld be reviewed i n  d u e  c o u r s e .  

%hs provisdon under  which a Fund-supported program could  n o t  be , 

negoriated wi th  a member c o u n t r y  wlth payments ar rezrs  to the  Fund s h o  
be a p p l i e d  Ln a f l e x i b l e  manner, M r .  SchneidzK c.onrinued. Accord ingly ,  
t h e  d i a l a g u e  between t h e  Fund and  Guyana s h o u l d  n o t  be b r o u g h t  t o  a h a l t .  

~~ 

~ _ _ ~  ~ - -- 
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I n d e e d ,  t h e  Fund s h o u l d  p r o v i d e  t e c h n i c a l  a s s i s t a n c e  on t h e  f o r m u l a t i o n  
o f  a p o s s i b l e  s t a b i l i z a t i o n  program. I n  s o  d o i n g ,  t h e  Fund would a v o i d  
g f v i n g  t h e  i m p r e s s i o n  t h a t  Guyana had become i s o l a t e d  f rom t h e  Fund. 

Mr. S u r a i s r y  s s i d  t h a t ,  as  h i s  c h a i r  had s t a t e d  d u r i n g  t h e  previous 
d i s c u s s i o n  a t  EEM/84/54, overdue  o b l i g a t i o n s  undermined t h e  Fund ' s  
c r e d i b i l - i t y  and e f f e c 2 i v e n e s s .  The Fund s h o u l d  t a k e  a p p r o p r i a t e  s t e p s  
whenever n e c e s s a r y  t o  p r o t e c t  i t s  r e s o u r c e s ,  A t  t h e  same time, It s h o u l d  
be f l e x i b l e  and  d e a l  w i t h  each case on  i t s  merits. 

He ag recd  w i t h  the C h a i r a a n  , that  I t  would be i n a p p r o p r l a t e  t o  r e f r a in  
from t a k i n g  f o r m a l  a c t i o n  w i t h  r e s p e c t  t o  Guyana a t  t h e  p r e s e n t  m e e t i n g ,  
m. S u r a i s r y  c o n t i a u e d .  Given  t h e  Lmpor tan t  p r i n c i p l e s  i n v o l v e d  and t h e  
l o n g  per iod  4.n which t h e  a r r e a r s  had b e e n  o u t s t a n d i n g ,  h e   as p r e p a r e d  t o  
a c c e p t  t h e  Chairman's p r o p o s a l  t o  d e c l a r e  Guyana i n e l i g i b l e  t o  u s e  t h e  
general r e s o u r c e s  of the Fund. However, h e  c o u l d  go a l o n g  with t h e  second 
o p t i o n  proposed by t h e  Chairman--namely, t o  d e c i d e  t h a t  Guyana should  nut  
u s e  t h e  g e n e r a l  r e s o u r c e s  of t h e  Fund u n t i l  i t  was c u r r e n t  i n  I t s  ob l fga -  
t i o n s  t o  t h e  i n s t f t u t i o n - - p r o v i d e d  t h a t  t h a t  d e c i s i o n  would a p p l y  t o  a 
s p e c i f i e d  p e r i o d  a t  t h e  c o n c l u s i o n  of which t h e  E x e c u t i v e  Board migh t  
w i s h  t o  review Guyana 's  s i t u a t i o n  t o  d e t e r m i n e  what  p r o g r e s s  S t  had made 
i n  r e p a y i n g  t h e  Fund. The  p e r i o d  cou ld  be  l i m i t e d  t o  t h r e e ,  o r  even  s i x ,  
moaths .  I f  a f t e r  t h a t  time t h e  member had made no f u r t h e r  payments  t~ 
the Fund, t h e  E x e c u t i v e  Board cou ld  c o n s i d e r  t a k i n g  a d d i t i o n a l -  s t e p s  t o  
p rozec  t t h e  Fund ' s  r e s o u r c e s .  F i n a l l y ,  h e  s u p p o r t e d  Guyana ' s  r e q u e s t  f o r  
t e c h n i c a l  a s s i s t a n c e .  The  c o u n t r y  s h o u l d  n o t  b e  d e n t e d  s u c h  a s s i s t a n c e ,  
p a r t i c u l a r l y  a t  t h e  p r e s e n t  s t a g e .  

Mr. Uitao r e c a l l e d  t h a t ,  d u r i n g  t h e  p r e v i o u s  d i s c u s s i o n  Qn Guyan,., 
E x e c u t i v e  D i r e c t o r s  had  s t r e s s e d  t h a t  ove rdue  payments  t o  the Fund were a 
ser ious  matter. A s  a g r e e d ,  management had s i n c e  t a k e n  a number of s teps ,  
and h e  was encouraged  to note  t h a t  Guyana had made some p a y q e n t s  t o  t h e  
Pund,  d e s p i t e  i t s  d i f f i c u l t  problems. N e v e r t h e l e s s ,  Guyana still had 
overdue  o b l l p t i o n s  t o  t h e  Fund; a lmos t  a l l  o t h e r  member c o u n t r i e s  i n  
similar d i f f i c d t i e s  had made s t r e n u o u s  efforts t o  keep t h e i r  payments 
t o  t h e  Fund currei . : ,  i n  k e e p i n g  w i t h  t h e  r e v o l v i n g  n a t u r e  of t h e  Fund ' s  
r e s o u r c e s .  I n  t h e  c i r c u m s t a n c e s ,  t h e  Fund had no a l t e r n a t i v e  but  tQ 
f o l l o w  t h e  r u l e s  d e s i g n e d  t o  p r o t e c t  i t s  i n t e g r i t y  and  t h e  i n t e r e s t s  of 
i t s  member c o u n t r i e s .  He c o u l d  a c c e p t  t h e  Chai rman ' s  p r o p o s a l  t o  a d o p t  a 
d e c i s i o n  s t a t i n g  t h a t  Guyana s h o u l d  n o t  u s e  t h e  g e n e r a l  r e s o u r c e s  of t h e  
Fund u n t i l  j t  was c u r r e n t  i n  i t s  o b l i g a t i o n s  t o  t h e  i n s t i t u t i o n .  

He was encouraged  by 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  make e v e r y  
e f f o r t  t o  r e s t o r e  o r d e r  t o  t h e  economy, M r .  Kirao conc luded .  Guyana 
u r g e n t l y  needed t e c h n i c a l  a s s i s t a n c e ,  and t h e  Fund s h o u l d  certainly 
p r o v i d e  i te 

M r .  J aa fa r  s t a t e d  t h a t  his p o s i t i o n  was t h e  same , s  t ha r ,  of 
M r .  Polak. A decision d e c l a r i n g  Guyana i n e l i g i b l e  t o  u s e  the general 
r e s o u r c e s  of the Fund would be c o u n t e r p r o d u c t i v e ,  The E x e c u t i v e  Board 
s h o u l d  choose  a more cons t ruc ,{ .ve  s o l u t i o n ,  and  t h e  Fund should p r o v i d e  
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tech%f.Ca:l as6 is2aance to :he a u t h o r i t i e s  -in t h e i r  a d j u s t m e n t  e f f o r t s .  A 
e e c i s i o n  should  be  adopted l i m i t i n g  Guyana ' s  acces5 t o  t h e  Fund ' s  
r e s o u r c e s  as long as it nia in ta ined  ove rdue  o b l i g a t i o n s  t o  t h e  Fund, and 
t h e  d e c s s i o n  s k r o d d  be  reviewed w i t h i n  a reasorlab:e p e r i o d ,  

Ms. Bush c o n s i d e r e d  t h a t  ove rdue  payments were d i r e c t l y  c o n t r a r y  t o  
ro lv ing  c h a r a c t e r  of t h e  Fund'  5 r e s o u r c e s  and undermined t h e  cred- 

of t h e  Furrd t h a t  was c s i r l c a l  t o  i t s  p u b l i c  image and t o  i t s  
Overdue o b l i g a t i o n s  d e t r a c t e d  from t h e  l i q  vls-8-vis c,;ther l e n d e r s -  

and f i r ianc ia l  soundness  of t h e  Fund and caused  uneven t r e a t m e n t  of  members. 
The Fund cou ld  not t o l e r a t e  s u c h  s t r a i n s .  

The Managing D i r e c t o r  had i s s u e d  a formal  compla in t  r e g a r d i n g  
Guyana's overdue payments to the  Fund,  M s .  Bush notcd ,  and t h e  a p p r o p r i a t e  
r e s p o ~ s e  by Guyana would have  been t o  repay  f u l l y  a l l  i t s  o b l i g a x i o n s  t o  
t h e  i n s t i t u t i o n .  The P r e s i d e n t  of Guyana and t h e  M i n i s t e r  of F i n a n c e  had 
descr tbed  the d i f  ficultiees i n  making t h e  n e c e s s a r y  payments w h i l e  stress- 
irig t h e i r  r e c o g n i t i o n  o f  t h e i r  responsibilities t o  t h e  Fund, N e v e r t h e l e s s ,  
t h e  arrears  remained, a n d ,  i n  v iew of t h e  r e p e a t e d  ca l l s  f o r  repayment ,  
even p r i o r  t o  t h e  Managing D i r e c t o r ' s  c o m p l a i n t ,  a d e c i s i o n  by the 
Execu.tf.ve Board d e c l a r i n g  Guyana I n e l J g i b l e  t o  use  t h e  general .  r e s o u r c e s  
of  t h e  %und was probably  %he most  a p p r o p r i a t e  s o l u t i o n .  

However, Ms. Bush w e n t  o n ,  she c u l d  a c c e p t  t h e  p r o p o s a l  t o  adop t  a 

dcc i s ioa  c h a t  Guyana coul.d not  use t h e  g e n e r a l  r e s o u r c e s  o f  t h e  Fund u n t i l  
1.t was current i n  i t s  o b l i g a t i o n s ,  prov ided  t h a t  s e v e r a l  u n d e r s t a n d i n g s  
weye a l so  reached.. First, i t  s h o u l d  be  c lear  t h a t  t h e  E x e c u t i v e  Board 
expected t h e  r ema in ing  overdue  payments t o  be  f u l l y  p a i d  f o r t h w i t h .  
Second,  i f  t h e  rernaLning a r r e a r s  w e r e  n o t  e l i m i n a t e d  , t h e  problem s h o u l d  
be examined aga in  i n  t h e  n e a r  f u t u r e .  Accord ing ly ,  s h e  f e l t  s t r o n g l y  t h a t  
t h e  decision adopted a t  t h e  p r e s e n t  mee t ing  shou ld  be  rev iewed no l o n g e r  
that: t h r e e  months from t h e  d a t e  of t h e  p r e s e n t  meet ing .  It s h o u l d  a l so  be 
cZear1.y u n d e r s t o o d  t h a t  the s t a f f  and , t he  a u t h o r i t l e s  would n o t  d i scuss  
Guyana's u s e  of  Fund r e s o u r c e s  a s  l o n g  as t h e  cour i t ry  had overdue  payments 
r o  the Fund. The a u t h o r i t i e s  s h o u l d  b e  urged  t o  use  any  payments t ha t  
they inighf receive under t h e  supplementary financing f a c i l i t y  s u b s i d y  
account t o  r e d u c e  immediately t h e i r  ove rdue  o b l i g a t i o n s  t o  t h e  Fund, and  
t o  t a k e  immediate and a p p r o p r i a r e  s t e p s  t o  make t h e  a d j u s t m e n t s  t h a t  
would e n a b l e  them t o  meet t h e i r  financial obligatlons i n  a timely manner, 
Guyana's r e q u e s t  f o r  t e c h n i c a l  a s s i s t a n c e  was a c c e p t a b l e  but  i t  should  
regard she a s s f s t a n c e  a s  a n  a d d i t i o n a l  i n c e n t i v e  t o  r epay  f u l l y  the. l r  
ove T due  ob I. iga t .i ons  f o r  i hwi t h 

Mr, d e  Plaulde s t a t e d  t h a t ,  f o r  the r e a s o n s  ment ioned  by p r e v i o u s  
s p e a k e r s ,  he c o u l d  go along w i t h  t h e  Chairman's  'p-:oposal t o  adopt  a 
dec i s ion  under  which Guyana wouid not  make use  o f  t h e  g e n e r a l  r e s o u r c e s  
of t h e  Fund u n t i l  i t  was c u r r e n t  5.n i t s  o b l i g a t i o n s  t o  t h e  i n s t i t u t i o n .  
The d e c i s i o n  s h o u l d  be rev iewed w i t h i n  s i x  months, and t h e  Fund shou ld  
continue t o  p r o v i d e  Guyana w i t h  t e c h n i c z l  a s s i s t a n c . e .  
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M r ,  Mtei s a i d  t h a t  t h e  Government had c l e a r l y  shown i t s  de te rmina -  
t i o n  t o  honor  t h e  c o u n t r y ' s  o b l i g a t i o n s  t o  t h e  Fund. Guyana o b v i o u s l y  
faced a number of d i f f i c u l t  p rob lems ,  some a5 which were due  t o  f a c t o r s  

d t h e * a u t h o r i t i e s '  c o n t r o l .  The E x e c u t i v e  Board might  d e c i d e  t h a t  
a should  n o t  u s e  t h e  g e n e r a l  r e s o u r c e s  of t h e  Fund u n t i l  i t  w a s  
nir i n  i t s  o b l i g a t i o n s  t o  t h e  i n s t i t u t i o u .  It should  also a g r e e  t h a t  

t h e  Fund would p r o v i d e  a l l  p o s s i b l e  t e c h n i c a l  a s s i s t a n c e  t o  Guyana i n  
coming months, s o  t h a t  t h e  a u t h o r i t i e s  c o u l d  f o r m u l a t e  a program t h a r  
would e n a b l e  them t o  r e p a y  thei :  c r e d i t o r s .  

Mro Tshishimt.1 s t a t e d  t h a t  h i s  c h a i r  c o n t i n u e d  t o  b e l i e v e  t h a t  t h e  
Fund must e n s u r e  t h e  prompt: repayment  of i t s  r e s o u r c e s .  However, i n  t h e  
f i g h t  of the d i f f i c u l t  problems f a c i n g  Guyana, a s  h i g h l i g h t e d  by t h e  
opening s t a t e m e n t  of t h e  M i n i s t e r  o f  F i n a n c e ,  i t  seemed s a f e  t o  go a l o n g  
w i t h  t h e  p r o p o s a l  t o  a d o p t  a d e c i s l o n  unde r  which Guyana would n o t  u s e  
t h e  general r e s o u r c e s  of t h e  Fund u n t i l  i t  was c u r r e n t  i n  -tts o b l i g a t i o n s  
co t h e  Fund, Guyana 's  r e q u e s t  f o r  t e c h n i c a l  a s s i s t a n c e  was a c c e p t a b l e .  

Mr. Morrell s a i d  t h a t  h e  wished.  t o  a s s o c i a t e  h i m s e l f  w i t h  Nr. J o y c e ' s  
comments. He unders tood  t h a t  Guyana had been u n a b l e  t o  make t h e  sched-  
uled payments t o  t h e  Fund, because  of t h e  s e r i o u s  economic problems t h a t  
ir f aced ,  h u t  many o t h e r  c o u n t r i e s  i n  t h e  same s i t u a t i o n  had made e v e r y  
e f f o r t  t o  keep t h e i r  payments c d r r e n t .  Guyana ' s  i n a b t l i t y  t o  meet i t s  
f i n a n c i a l  o b l i g a t i o n s  t o  t h e  Fund u n d e r s c o r e d  t h e  need f o r  t h e  Government 
t o  a d o p t  a strong a d j u s t m e n t  program, and t h e  request f o r  t e c h n i c a l  ass i s -  
t a n c e  was t h e r e E o r e  a c c e p t a b l e ,  

T h e  E x e c u t i v e  Board should d e c i d e  t h a t  Guyana c o u l d  n o t  use  t h e  
Fund ' s  r e s o u r c e s  un t i l .  i t  was c u r r e n t  $n i t s  payments t o  t h e  Fund,  
Mr. Morredl  c o n s i d e r e d .  A s  t o  t h e  t i m i n g  of t h e  r ev iew of t h a t  d e c i s i o n ,  
t h e  A r t i c l e  I V  c o n s u l t a t i o n  m i s s t o n  t o  Guyana had r e c e n t l y  r e t u r n e d  t o  
h e a d q u a r t e r s ,  and  t h e  r e l e v a n t  s t a f f  r e p o r t  presumably would be b rough t  
t o  tne agenda of  t h e  E x e c u t i v e  Board w i t h h  t h r e e  months. The d i s c u s s i o n  
of  that report would p r o v i d e  a good o p p o r t u n i t y  t o  rev iew t h e  d e c i s i o n  
adopted  a t  t h e  p r e s e n t  meet ing .  

Mr. F i n a i s h  s a i d  t h a t ,  € o r  t h e  reasons ment ioned  by p r e v i o u s  spe  
he c o u l d  s u p p o r t  t h e  p r o p o s a l  t o  a d o p t  a d e c i s i o n  under  which Guyana c o u l d  
n o t  use t h e  general  r e s o u r c e s  o f  t h e  Fund u n t i l  i t  was c u r r e n t  i n  i t s '  
o b l i g a t i o n s  under  t h e  Articles. The, p r o p o s a l  t o  p r o v i d e  t e c h n i c a l  ass-is- 
tance t o  Guyana was c o n s i s t e n t :  w i t h  t h e  Cha i rman ' s  summing up of  t h e  
p r e v i o u s  d i s c u s s i o n  on overdue  payrrents t o  the Fund. On t h a t  o c c a s i o n ,  
t h e  Chairman had ment ioned  t h a t  such  d i s c u s s i o n s  " d i d ,  of c o u r s e ,  e n t a i l  
c o n s i d e r a t i o n  of t h e  a d j u s t m e n t  measures  which would make i t  p o s s i b l e  t o  
r e p a y  and which may p o s s i b l y  be s u p p o r t e d  l a t e r  by a program." 

'Mr. Jayawardena commented t h a t  t h e  Fund was based  on t h e  p r i n c i p l e s  
o f  i n t e r n a t i o n a l  c o o p e r a t i o n ,  and  a l l  member c o u n t r i e s  were t h u s  r e q u i r e d  
t o  be  c u r r e n t  i n  t h e i r  financial o b l i g a t i o n s  to t h e  i n s t i t u t i o n .  Ar t h e  
same t i m e ,  a l l  member 
of t h e  wor ld  economic 
o t h e r  t o  ach ieve  such  

c o u n t r i e s  were b e n e f i c i a r i e s  o f  a n  o r d e r l y  e v o l u t i o n  
and  f i n a n c i a l  system, and  unde r took  t o  h e l p  e a c h  
a sys tem.  
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Guyana had o b v i o u s l y  gone t h r o u g h  a d i f f i c u l t  p e r i o d ,  M r  . Jayawardena 
c o n t i n u e d .  The world r e c e s s i o n  of t h e  1980s had been unpreceden ted  i n  the 
h i s t o r y  of t he  Fund, and h e  was s u r p r i s e d  t ha t  so few c o u n t r i e s  haJ  t h e  
same problems t h a t  c o n f r o n t e d  Guyana. The E x e c u t i v e  Board s h o u l d  t h e r e -  
f o r e  b a s e  i t s  r e s p o n s e  on c a u t i o n  and u n d e r s t a n d i n g ,  c o n s i s t e n t  w i t h  t h e  
Fund's  ro l e  i n  t h e  treatment of much l a r g e r  ove rdue  o b l i g a t i o n s  by member 
CotiIItXies t o  commercial  banks.  The Fund had s p a r e d  no  e f f o r t  t o  b r i n g  
t h o s e  p a r t i e s  t o g e t h e r ,  p r e v e n t  mass ive  d e f a u l t s ,  and keep t h e  i n t e r n a -  
t i-onal system working. Given i t s  l a r g e r  r e s p o m i b i l i t i e s ,  t h e  Fund had 
t o  respond d i f f e r e n t l y  from. a comerc ia1  bank t o  overdue f i n a n c i a l  o b i i g a -  
t i o n s  and  a d e c l a r a t i o n  o f  Guyana's i n e l i g i b i l i t y  t o  u s e  t h e  F u n d ' s  
g e n e r a l  r e ~ o u x c e s  wouid be c o u n t e r p r o d u c t i v e .  He w a s  p l e a s e d  t h a t  Guyana 
d i d  n o t  i n t e n d  t o  use t h e  Fund's g e n e r a l  r e s o u r c e s  u n t i l  i t  was f u l E i l l i n g  
i t s  o h l . i g a t i o n s  under  t h e  Art ic les ,  and 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  
work o u t  3 program t h a t  would pe rmi r  Guyana t o  s e t t l e  i t s  ove rdue  o b l i g a -  
tions a t  an ea i ly  s t age .  The Fund s h o u l d  p r o v i d e  technical assis tance i n  
t he  f o r m u l a r i m  of  t h e  program. 

Mr.. Salehkhou said t h a t  h e ,  l i k e  p r e v t a u s  s p e a k e r s ,  f u l l y  r e c o g n i z e d  
t h e  d i f f i c u l t i e s  t h a t  had p r e v e n t e d  t h e  a u t h o r i t i e s  from E d f  i l l i n g  t h e i r  
o b l i g a t i o n s  t o  t h e  Fund. While i t  was i m p o r t a n t  t o  m a i r t a i a  t he  revolv-lng 

h e  Fund ' s  r e s o u r c e s ,  t h e  E x e c u t i v e  Board s h o u l d  show i t s  
u n d e r s t a n d i n g  of t h e  problems f ac ing  Guyana. The b e s t  s o l u t i o n  w a s  t o  
d e c i d e  t h a t  Guyana could n o t  use t h e  g e n e r a l  r e ~ o u r c e s  of-the Fund u n t i l  
i t  was c u r r e n t - i n  i t s  o b l i g a t i o n s  t o  the  i n s t i t u t i o n .  The Fund should 
p r o v i d e  t e c h n i c a l  ass is tance t o  Guyana,  

Mr, Green idge  commented t h a t  Guyana would r e f r a i n  from s e e k i n g  t o  u s e  
t h e  g e n e r a l  r e s o u r c e s  of t h e - F u n d  u n t i l  i t  was c u r r e n t  i n  i t s  o b l i g a t i o n s .  
He welcomed E x e c u t i v e  D i r e c t o r s '  s u p p o r t  of h i s  r e q u e s t  f o r  t e c h n i c a l  
ass i s tance ,  and t h e  Government would mak,e e v e r y  e f f o r t  t o  e n s u r e  that :  i t  
was ,used t o  f o r m u l a t e  a program t h a t  would move the economy o u t  of the 
p r e s e n t  r e c e s s i o n .  The a u t h o r i t i e s  had a l r e a d y  t a k e n  a number of s t e p s ,  
w i t h  t h e  a s s i s t a n c e  of o t h e r  m u l t i l a t e r a l  a g e n c i e s ,  .on t h e  s u p p l y  s i d e .  
F u r t h e r  measures were env i saged  on t h e  demand s i d e ,  some of which would 
be c o n s j s t e n t  w i t h  p r o p o s a l s  a l r e a d y  made by t h e  Fund s t a f f .  

He hoped t h a t  t h e  Fund would make e v e r y  e f f o r t  t o  s u p p o r t  Guyana by 
e x p l a i n i n g  t h e  c o u n t r y ' s  s i t u a t i o n  t o  any  a g e n c i e s  t h a t  approached t h e  
Fund .€or i n f o r m a t i o n  b e f o r e  t h e  d e s i r e d  a d j u s t m e n t  program was i n  place, 
Mr. Green idge  commented. Such s u p p o r t  f o r  p o l i c i e s  t h a t  were consi.sL&?nt 
w i t h  ;he Fund s t a f f ' s  recommendations would go a l o n g  way t o  h e l p  Guyana 
formula te  a program tha t  could be s u p p o r t e d  by t h e  Fund. 

Mr. Xafka sa id  t h a t  h e  Gelcorned Execut ive Directors' suppor t  of t h e  
I n  Lomirig months,  p r o p o s a l  f o r  f u r t h e r  t e c h n i c a l  assistance f o r  Guyana. 

t h e  Fund s h o u l d  m a i n t a i n  c l o s e  c o n t a c t s  w i t h  Guyana and r ema in  w e l l  
i n fo rmed  of t h e  l a t e s t  developments  i n  t h e  economy. 
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It seemed best n o t  t o  t i e  t h e  E x e c u t i v e  Board t o  a s p e c i f i c  p e r i o d  
i n  which to r e v i e w  the d e c i s i o n  a d o p t e d  a t  the  p r e s e n t  m e e t i n g ,  M r .  Kafka 
c o n s i d e r e d .  The Execut ive Board would of c o u r s e  r e v i e w  t h e  s i t u a t i o n  i n  
l,*Jyana d u r i n g  i t s  discus3;ion on t h e  s t a f f  r e p o r t  f o r  t h e  1984 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  Guyana, b u t  i t  w a s  i m p o r t a n t  t o  bear i n  mind the season-  
a l l t y  of Guyana 's  payments p a t t e r n .  A t  p r e s e n t ,  t h e r e  was v i r t u a l l y  90 
f l o w  O€ e . x p r t s  cut of Guyana. Guyana would of c o u r s e  make e v e r y  e f f o r t  
t o  make payments t o  t h e  Fund as soon as p o s s i b l e ,  b u t  i t s  a b i l i t y  t o  make 
major payments would deperid on t h e  r e s u m p t i o n  of e x p o r t  f l o w s .  

The  Chairman remarked t h a t  Exccu t  i v e  D i r e c t o r s  had a g a i n  uriderscoxed 
t h e  s e r i o u s n e s s  of overdue o b l i g a c i o n s ,  w h i c h  undermined t h e  c r e d i b i l i t y  
o f  t h e  Fund, i t s  c o o p e r a t i v e  c h a r a c t e r ,  and t h e  r e v o l v i n g  r'ature o f  i t s  
resources,  and were u n f a i r  t o  member c o u n t r i e s  t h a t  had f u l l y  met t h e i r  
o 3 l i g a E i o n s  t o  t h e  Fund, o f t e n  a t  g r e a t  s a c r i f i c e  t o  t h e m s e l v e s .  Execu- 
r i v e  D i r e c t o r s  were conce rned  t h a t  Guyana 's  n e t  o v e r d u e  o b l i g a t i o n s  t o  
the Fund had i n c r e a s e d ,  d e s p i t e  some payments s i n c e  t h e  p r e v i o u s  d i s c u s -  
s i o n  on t h e  matter o n  A p r i l  5 ,  1984. O f  t h e  s e v e r a l  o p t i o n a l  r e s p o n s e s  
by t h e  Fund t h a t  h e  had s u g g e s t e d ,  Z x e c u t i v e  D i r e c t o r s  seemed agreed t h a t  
Guyana s h o u l d  n o t  h e  a u t h u L ' z e d  t o  use t h e  F u n d ' s  r e s o u r c e s  u n t i l  i t  h a d  
e l iminated a l l  i t s  o v e r d u e  payments t o  t h e  Fund. The E x e c u t i v e  D i r e c t o r s  
had a l s o  a g r e e d  t o  r e v i e w  t h e i r  d e c i s l o n  i n  o r d e r  t o  determfr ,e  a collrse 
of a c t i o n  in l i g h t  of t h e  p r o g r e s s  made by t h e  member i n  d e a l i n g  w i t h  t h e  
problem of i t s  ove rdue  o b l i g a t i o n s  t o  t h e  Fund. 

In c o n s i d e r i n g  t h e  d a t e  of t . e  review, t h e  Chairman remarked, Execu- 
t i v e  D i r e c t o r s  s h o u l d  bear i n  mind t h a t ,  d u r i n g  t h e  coming s i x  months,  
Guyana was s c h e d u l e d  t o  make r e p u r c h a s e s  o f  SDR 5.5 m i l l i o n  and t o  pay 
c h a r g e s  o f  SDR 4.4  m i l l i o n .  The s t a f f  r e p o r t  f o r  t h e  1-984 Art ic le  LV 
c o n s u i t . a t i o n  with Guyana was due  t o  be c i r c u l a t e d  i n  J u l y ,  and i t  would 
a c c o r d i n g l y  be b r o u g h t  t o  t h e  agenda of t h e  E x e c u t i v e  Board a t  some time 
i n  August.  A s  a r e s u l t ,  t h e  E x e c u t i v e  D i r e c t o r s  wouLd have  a n  o p p o r t u n i t y  
LO r e v i e w  c h e  s i t u a t i o n  i n  Guyana i n  a p p r o x i m a t e l y  t h r e e  months '  t i m e .  

Mr. Clark s a i d  t h a t  a r ev iew o f  Guyana 's  o v e r d u e  payments p o s i t i o n  
d u r i n g  t h e  d i s c u s s i o a  on the s t a z f  r e p o r t  fo r  t h e  Artic1.e I V  c o n s u l t a t i o n  
would be a c c e p t a b l e .  * 

u 

M r .  Joyce  c o n s i d e r e d  t h a t  i t  would be u s e f u l  t o  review Guyana ' s  
sjtuation w i t h i n  t h r e e  months and t o  d i s c u s s  t h e  c o n s u l t a t i o n  r e p o r t  at 
the same t i m e .  The E x e c u t i v e  D i r e c t o r s  c o u l d  d e c i d e  o n  t h a t  o c c a s i o n  
whether o r  n o t  E u r t h e r  ac t ion  would be r e q u i r e d .  

The Chairman n o t e d  t h a t  E x e c u t i v e  D i r e c t o r s  had  z l s o  i n d i c a t e d  t h a t  
a s t r o n g  a d j u s t m e n t  program--covering a l l  t h e  r e l e v a n t  i s s u e s ,  s u c h  as  
f i s c a l  p o l i c y ,  p r i c i n g  p o l i c y ,  exchange  r a t e  p o l i c y ,  c r e d i t  p o l i c y ,  and 
s t r u c t u r a l  ad justment--was ce l led  f o r .  Roth t h e  P r e s i d e n t  and t h e  
F i n a n c e  M i n i s t e r  of Guyana a p p a r e n t l y  f u l l y  agreed w i t h  tha t  c o n c l u s i o n .  
T e c h n i c a l  a s s i s t a n c e  s h o u l d  be p r o v i d e d  t o  the a u t h o r i t t e s  t o  h e l p  them 
design a n  a d j u s t m e n t  program t h a t  would be c o n d u c i v e  t o  e a r l y  repayment  
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of  t:he overdua  o b l i g a t i o n s  t o  t h e  Fund. 
be  a u t h o r i z e d  a t  t h e  p r e s e n t  s t a g e  t o  n e g o t i a t e  a Fund-supported program 
f o r  Guyana.. 

The Fund s t a f f  c l e a r l y  c o u l d  not: 

The E x e c u t i v e  D i r e c t o r s  t h e n  c o n s i d e r e d  a d r a f t  d e c i s i o n  (see Annex I ) .  

Ms, Bush commented t h a t  t h e  words i n  pa rag raph  4 " u n t i l  such  time as  
Guyana i.s f u l f i l l i n g  i t s  o b l i g a t i o n s "  c o u l d  be t a k e n  t o  mean t h a t  Guyana 
w c d d  a g a i n  be p e r m i t t e d  t o  u s e  t h e  g e n e r a l  r e s o u r c e s  of t h e  Fund once i t  
had merely  begun t o  f u l f i l l  i t s  o b l i g a t i o n s ,  r a t h e r  t h a n  a f t ; e r  it had 
f u l l y  e l i m i n a t e d  a l l  i t s  ove rdue  payments t o  t h e  Fund. 

The D i r e c t o r  of t h e  Lega l  Depar tment  e x p l a i n e d  t h a t  t h e  text i n  
questzlon was i n t e n d e d  t o  cay that Guyana would have  t o  e l i m i n a t e  a l l  its 
overdue  o b l i g a t i o n s  t o  t h e  Fund and be  c u r r e n t  i n  i t s  o b l i g a t i o n s  t o  t h e  
i n s t l t u t i o n  b e f o r e  i t  c o u l d  u s e  t h e  g e n e r a l  r e s o u r c e s  of t h e  Fund. 

Hs. Rush s u g g e s t e d  t h a t  t h e  word " f u l f i l l i n g "  c o u l d  be r e p l a c e d  by 
" c u r r e n t  on. '' 

The 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  M s .  Bush ' s  p r o p o s a l ,  

Llr. Jayawardena c o n s i d e r e d  t h a t  t h e  r e f e r e n c e  t o  "sound economic and 
f i n a n c i a l  po1. ic ies"  i n  p a r a g r a p h  5 was u n c l e a r .  It would seem b e t r e r  t o  
s a y  t h a t  Guyana s h o u l d  be  urged  t o  adopt a p p r o p r i a t e  economic and f i n a n -  
c i a l  p o l i c i e s  t h a t  would e n a b l e  i t  t o  f u l f i l l .  i t s  o b l i g a t i o n s  t o  t h e  Fund.  

Mr. C l a r k  remarked t h a t  h e  was unhappy t o  a s s o c i a t e  t h e  adopt ion of 
p o l i c i e s  w i t h  t h e  m e e t i n g  of o b l i g a c i o n s  t o  t h e  Fund. The overdue  obl iga-  
t i o n s , e x i s t e d  i r respec t ive  of t h e  n a t u r e  of t h e  c o u n t r y ' s  p o l i c i e s .  

M r .  Greenj.dge n o t e d  r h a t  t h e  text  of p a r a g r a p h  5 wrongly  gave  t h e  
i m p r e s s i o n  t h a t  Guyana had n o t  adop ted  sound o r  a p p r o p r i a t e  economic and 
f i n a n c i a l  p o l i c i e s .  I n  f a c r ,  of c o u r s e ,  a number of measu res  had been 
i n t r o d u c e d  . 

M r .  K a f k a  s u g g e s t e d  t h a t  p a r a g r a p h  5 c o u l d  r ead :  "The Fund a l s o  c a l l s  
upon Guyana t o  adop t  a d d i t i o n a l  economic and  f i n a n c i a l  a d j u s t m e n t  measures ."  

The Chairman remarked t h a t ,  i n  t h e  l i g h t  of t h e  d i s c u s s i o n ,  i t  would 
be a p p r o p r i a t e  t o  ment ion  t h a t  t h e r e  w a s  a n  u r g e n t  need f o r  t h e  a d o p t i o n  
o f  a d d i t i o n a l  economic and f i n a n c i a l  measures .  

M t e r  a f u r t h e r  b r i e f  d i s c u s s i o n ,  t h e  E x e c u t i v e  Directors ag reed  
t h a t  p a r a g r a p h  5 s h o u l d  r e a d :  
u r g e n t l y  a d d i t i o n a l  economic and  f i n a n c i a l  a d j u s t m e n t  measures ,  The Fund 
s r a f f  w i l l  s t a n d  r e a d y  t o  p r o v i d e  t e c h n i c a l  a s s i s t a n c e  f o r  t h i s  purpose ."  

"The Fund a l s o  c a l l s  upon Guyana t o  a d o p t  

Mr . 
o b s  e rva t 
decision 

Kafka s u g g e s t e d  t h a t ,  i n  keep ing  w i t h  t h e  Chairman's  e a r l i e r  

ir? connection w i t h  t h e  forthcoming Article ZV c o n s u l t a t i o n . "  
i o n ,  p a r a g r a p h  6 s h o u l d  read: "The Fund s h a l l  review t h e  present 
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Ms. Bush c o n s i d e r e d  t h a t  t h e  t e x t  of p a r a g r a p h  6 s h o u l d  s t i p u l a t e  t h a t  
t h e  review s h o u l d  t a k e  p l a c e  w i t h i n  t h r e e  months of t h e  p re sen t :  meeting. 

Mr. J o y c e  s a i d  t h a t  h e  a g r e e d  w i t h  Ms. Bu.sh. 

A f t e r  a f u r t h e r  b r i e f  d i s c u s s i o n ,  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 h a t  paragraph 6 s h o u l d  read: "The Fund s h a l l  r e v i e w  t h e  p r e s e n t  d e c i s i o n  
i n  c o n n e c t i o n  w i t h  t h e  f o r t h c o m i n g  Ar t ic le  IV c o n s u l t a t i o n ,  b u t  n o t  l a t e r  
than  t h r e e  months f rom t h e  d a t e  of t h e  p r e s e n t  d e c i s i o n . "  

The E x e c u t i v e  Board approved  the  proposed d e c i s i o n ,  a s  amended, 

The d e c i s i o n  was: 

1. T h e  Managing D i r e c t o r  has  r e p o r t e d  u n d e r  R u l e  K-1 of 
t h e  F u n d ' s  Ru les  and Regu1atic)ns t o  t h e  E x e c u t i v e  Board t h e  
f a c t s  on t h e  basis of  w h i c h  i t  a p p e a r e d  t o  h i m  c t  t h e  d a t e s  of 
t h e s e  r e p o r t s  t h a t  Guyana was n o t  E u l f i l l i  ng i t s  o b l i g a t i o n s  
under t h e  Arcicles of Agreement and s u b m i t t e d  a c o m p l a i n t  on 
hpL-11 4 ,  1 9 8 4  ( E B S / 8 4 / 4 7 ,  Sup. 2 )  i n  a c c o r d a n c e  w i t h  t h a t  r u l e ,  
T h e  cgmpla in t  was t h a t  a s  of March 30, 1984 Guyana was n o t  
f u l f  11- l ing  i t s  o b l i g a t i o n s  r e l a t i n g  t o  r e p u r c h a s e s  and che  
payment o f  c h a r g e s  i n  t h e  G e n e r a l  Department  i n  t h e  t o t 3 1  amount 
of SDR 13,991,394 l r i c l u d i n g  bo th  ove rdue  r e p u r c h a s e s  and c h a r g e s .  
T h e s e  f a c t s  and t h e  complaint-  of t h e  Managing D i r e c t o r  have b e e n  
c ommuri Cc a t ed t o  t h e  aut: ho r i  t i e s o f  Guya na . 

2 .  On May 18 ,  1984 ,  Guyana made a payment e q u i v a l e n t  t o  
SDR 506,196 t o  d i s c h a r g e  p a r t  o f  t h e  o u t s t a n d i n g  semiannua l  
c h a r g e s  of SDR 1 , 5 0 5 , 2 9 5  due J u l y  1 3 ,  1983 ,  r e d u c i n g  t h i s  
r3bligntf.on t o  SDR 999 ,099 .  S i n c e  the s u b m i s s i o n  by t h e  Managing 
D i r e c t o r  of t h e  compla in t  on  A p r i l  4 ,  1 9 8 4 ,  Guyana h a s  become 
overdue  i n  d i s c h a r g i n g  a d d i  t i o n a f  o b l i g a t i o n s  t o t a l i n g  
SUR 2,557,213 i n  r e s p e c t  o f  two r e p u r c h a s e s  d u e  A p r i l  1 6 ,  1984 
and  May il, 1984 and q u a r t e r l y  c h a r g e s  due May 7 ,  1984. TakIng 
i n t o  a c c o u n t  t h e  payments made by Guyana and t h e  o b l i g a t i o n s  
t h a t :  have become overdue s j n c e  March 30, 1984,  Guyana's ove rdue  
payments t o  t h e  Fund have  i n c r e a s e d  t o  a t o t a l  amount of  
SDR 1 6 , 0 4 2 , 4 1 1  i n  t h e  C e n e i a l  Department .  

3 .  Having c o n s i d e r e d  t h e  r e p o r t s  of t h e  Managing D i r e c t o r ,  
t h e  c o m p l a i n t ,  and t h e  views of Guyana, t h e  Fucd f i n d s  t h a t  
Guyana has f a i l e d  t o  f u l f i l l  i t s  o b 1 i g a t i o n s  under  t h e  Ar t ic les  
of  Agreement as s t a t e d  i n  1 and 2 above. 

4.. T h e  Fund r e g r e t s  t h e  nonobservance by Guy2na of i t s  
o b l i g a t i o n s  and u r g e s  Guyana t o  resume t h e i r  o b s e r v a n c e  f o r r h -  
w l th .  The  Fund d e c i d e s ,  p u r s u a n t  t o  R u l e  K-2 of t h e  Fund ' s  R u l e s  
and Regulations, t h a t  Guyana s h a l l  not make u s e  of t h e  gene ra l  
r e s o u r c e s  of t h e  Fund u n t i l  s u c h  time as  Guyana is c u r r e n t  on 
i t s  o b l i g a t i o n s  unde r  t h e  A r t i c l e s  of Agreement r e l a t i n g  t o  

r e p u r c h a s e s  and t h e  payment of c h a r g e s  i n  t h e  G e n e r a l  Department .  
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5. The Fund a l s o  c a l l s  upon Guyana t o  a d o p t  u r g e n t l y  
ndd i  t i o n a l  econorni c and f i n a n c i a l -  a d j u s t m e n t  measures .  The Fund 
s t a f f  w f l l  s t a n d  r e a d y  t o  p r o v i d e  t e c h n i c a l  a s s i s t a n c e  f o r  t h i s  
pu rpose .  

6 .  The Fund s h a l l  r e v i e w  t h e  p r e s e n t  d e c i s i o n  i n  connec- 
t i o n  w i t h  t h e  fo r thcoming  Art ic le  I V  c o n s u l t a t i o n ,  bu t  n o t  l a t e r  . 
t h a n  t h r e e  months from t h e  d a t e  of t h e  p r e s e n t  d e c i s i o n .  

Decis i -on No. ?719-(84/88) ~ a d o p t e d  
J u n e  6 ,  1984 

3. NZCAKAGUA -- COHPLAIWT UNDER RULE K - 1  - I 

T h e  E x e c u t i v e  D i r e c t o r s  c o n s i d e r e d ,  i n  a c c o r d a n c e  w i t h  D e c i s i o n  
No. ?660-(84/54) adop ted  a t  EBf.1/84/54 ( 4 / 5 / 8 4 ) ,  t h e  Managing D i r e c t o r ' s  
compl.aint w i th  resptct  t o  N i c a r a g u a ' s  ove rdue  f i n a n c i a l .  o b l i g a t i o n s  t o  
t h e  Fund (ERS/84/48 ,  3 /9 /84 ;  and Sup. 1, 4 / 6 / 8 4 ) .  They a l s o  had b e f o r e  
them a s t a f f  pape r  u p d a t i n g  Nicaragua's o v e r d u e  f i n a n c i a l  o b l i g a t i o n s  t o  
t h e  Fund ( E B S / 8 4 / 1 2 8 ,  6 /4 /84 ;  and S:lp, 1, 6 / 5 / 8 4 )  and a s t a t e m e n t  by t h e  
Chai m a n .  

The Chairman made t h e  f o l l o w i n g  ststemen'c: 

- 
I would l i k e  t o  i n f o r m  E x e c u t i v e  Di rec tors  of t h e  l a t e s t  

developments r ega rd ing  th.e ove rdue  f i n a n c i a l .  a b l i g a t l o n s  of 
Nica ragua ,  

E x e c u t i v e  D i r e c t o r s  were l a s t  informed of N i c a r a g u a ' s  over-  
due o b l i g a t i o n s  of SDR 10,105,121 i n  E B S / 8 4 / 4 8 ,  S u p p l e m e n t  I ,  
A p r i l  6 ,  1964. Since t h e n ,  Nicaragua became ove rdue  w i t h  r e s p e c t  
t o  q u a r t e r l y  c h a r g e s  and a d d i t i o n a l  r e p u r c h a s e s ,  a s  w e l l  a s  t h e  
5 9 R  a s ses smen t  and n e t  SDR c h a r g e s  i n  t h e  SDR Department .  We 
h a i l e ,  however, j u s t  r e c e i v e d  c o n f i n n a t i o n  t h a t  on June 5 ,  1984,  
Nicaragua r a d e  a payment of SDR 4.25  milJ.ion, which was u s e d  t o  
fully s e t t l e  o u t s t a n d i n g  o b l i g a t i o n s  i n  t h e  SDR Department,  f u l l y  
s e t t l e  ove rdue  charges i n  t h e  Gene ra l  Department ,  s n d  r e d u c e  
o u r s t a n d i n g  r e p u r c h a s e  o b l i g a t i o n s .  ( D e t a i l e d  i n f o r n i a t i o n  i s  
b e i n g  circulated s e p a r a t e l y  as EBS/S4/128,  Supplement 1). 

F o l l o w t n g  t h i s  payment,  NCcaragua's overdue  o b l i g a t i o n s  in 
t h e  Genera l  Department t o t a l  SDR 20,103,379. 

Fol lowing  the E x e c u t i v e  Board mee t ing  of April. 5 ,  1.984, I 
'nave c a b l e d  t h e  a u t h o r i t i e s  t h e  text  of my memorandum of March 9 ,  
11384, as amended on April 6 ,  1984, which  i n c l u d e s  my c o m p l a i n t  
u n d e r  Rule K - 1 .  



- 2 3  - 

It seems t h a t  t h e  Fund h a s  t h r e e  o p t i o n s :  i t  m y  d e c l a r e  
t h e  member i n e l i g i b l e  t o  u s e  t h e  g e n e r a l  r e s o u r c e 6  of  t h e  Fund; 
it may d e c i d e  t h a t  t h e  member may n o t  make use of t h e  general 
r e s o u r c e s  of t h e  Fund u n t i l  s u c h  t i m e  as i t  i s  f u l f i l l i n g  it5 
obligations under  t h e  Ar t ic les  of Agreement r e l a t i n g  t o  p u r c h a s e s  
and t h e  payment of c h a r g e s  i n  r h e  G e n e r a l  Depar tment ;  o r  i t  may 
r e f r a i n  f rom t a k i n g  formal a c t i o n  under  t h e  relevant p r o v i s i o n s .  
I n  t h e  c i r c u m s t a n c e s  o f  t h e  member, however ,  I would n o t  c o n s i d e r  
t h i s  l a s t  p o s s i b i l i t y  t o  be a t x u e  o p t i o n .  I: t h e r e f o r e  r eemmend  
t h a t  t h e  Board r e a c h  a d e c i s i o n  p rompt ly  b a s e d  on t h e  r e m a i n i n g  
two o p t i o n s .  An a p p r o p r i a t e  d e c i s i o n  will be c i r c u l a t e d  t o  
E x e c u t i v e  D i r e c t o r s  i n  t h e  l i g h t  of t h e  d i s c u s s i o n .  

Kr. S e n i o r  made t h e  following s t a t e m e n t :  

At: o u r  Board mee t ing  on A p r i l  5 ,  1984, 1 s r a t e d  t h a t  t h e  
Njcaraguan  a u t h o r i t i e s  were making e f f o r t s  t o  o b t a i n  t h e  appro- 
p r i a t e  f i n a n c i n g  i n  o r d e r  t o  pay all overdue  o b l i g a t i o n s  t o  t h e  
Fund. S i n c e  t h a t  i nee t ing ,  t h e  a u t h o r i t i e s  i n t e n s i f i e d  these 
e f f o r t s ,  r e f l e c t i n g  t h e i r  concern t o  r e s o l v e  t h i s  i s s u e  as soon 
a s  p o s s i b l e .  U n f o r t u n a t e l y ,  however ,  up t o  now ail .  t h e  e f f o r t s  
t o  a r r a n g e  t h i s  f i .nanc ing  have  n o t  y e t  had p o s i t i v e  resu l t s .  
While t h e r e  a re  s t i l l  some c o n v e r s a t i o n s  t h a t  have Q O t  y e t  been 
conc luded ,  t h e  a u t h o r i t i e s  c o n s i d e r  t h a t  i t  would be v e r y  d i f f i -  
c u l t  t o  e x p e c t  a comple te  r e s o l u t i o n  b e f o r e  o u r  mee t ing  on 
J u n e  6 ,  1984.  

I n  t h e  l i g b t  of t h e s e  c i r cu rnscances ,  my Nica raguan  a u t h o r i -  
. t i e s  have  i n d i c a t e d  t h a t  t h e y  w i l l  make a significant e f f o r t  t o  
r e s o l v e ,  a t  l ea s t  p a r t i a l l y ,  w i t h  t h e i r  own r e s o u r c e s ,  t h e  
problem of ove rdue  payments t o  t h e  Fund. I n  t h i s  r e g a r d ,  I have  
been informed t h a t  on Monday, J u n e  4 ,  t h e  a u t h o r i t i e s  c a b l e d  
i n s t r u c t i o n s  t o  t h e  Fund i n  o r d e r  t o  pay SDR 4,250,000 of t h e  
ove rdue  o b l i g a t i o n s .  T h i s  payment i s  t o  b e  a p p l i e d  i n  t h e  
following manner: 

Compensatory f i n a n c i n g  f a c i l i t y  r e p u r c h a s e  
due  May 1 6 ,  1983 

Compensatory f i n a n c i n g  f a c i l i t y  r e p u r c h a s e  
due August 1 6 ,  1983 

SDR ne t  c h a r g e s  d u e  May 1, 1984 

SDR. September  assessment due  A p r i l  30,  1984 

Q u a r t e r l y  c h a r g e s  I n  G e n e r a l  Resources  Account 

SDR 2,125,000 

SDR 1,0S4,4471/ - 

..SDR 852,126 

SDR 2 , 7 2 7  

- SIR 215,700 

SDR 4,250,000 

- 1/ P a r t i a l  payment 
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With t h i s  payment,  N ica ragua  c o n t i n u e s  t o  be c u r r e n t  i n  t h e  SnR 
Department  and i n  d i s c h a r g i n g  a l l  q u a r t e r l y  c h a r g e s  i n  t h e  
General % s o u r c e s  Account. A s  t h e  Board may r e c a l l ,  I j . nd ica t ed  
a t  the A p r i l  5 mee t ing  t h a t  N ica ragua  would pay t h a t  same d a y  
5DPL 1,282,064 i n  f u l l  s e t t l e m e n t  of ove rdue  c h a r g e s  of SDR 441 ,987  
in the G e n e r a l  Department  and n e t  SDR c h a r g e s  o f  SDR 940,077 i n  
the SDR Department.  This was e f f e c t i v e l y  done ,  as t h e  Managing 
Director f n f o n n e d  r h e  Board i n  E B S / 8 4 / 4 8 ,  Supplement  1. Even 
though t h e r e  might be some advantages t o  s e t t l i n g  r e p u r c h a s e s  
b e f o r e  c h a r g e s ,  t h e  a u t h o r i t i e s  have c o n s i d e r e d  t h a t ,  a t  t h e  
l e a s t ,  t h e y  shou ld  remain c u r r e n t  i n  t h e i r  o b l i g a t i o n s  a r i s i n g  
from charges i n  o rde r  not: t o  a f f e c t  t h e  F u n d ' s  income p o s i t i o n  
and t h e  p rope r  r e f l e c t i o n  o f  income under  t h e  a c c r u a l  system. 

The payment b e i n g  made today  r e p r e s e n t s  a s i g n i f i c a n t  e f f o r t  
on t h e  pa r t  of the Nicaraguan a u t h o r i t i e s .  
ment i s  e q u i v a l e n t  t o  30 p e r c e n t  of  all of N i c a r a g u a ' s  ove rdue  
payments t o  t h e  Fund today .  It i s  a l s o  e q u i v a l e n t  t o  two f u l l  
conipensatory f i n a n c i n g  € a c i l i t y  repurehases--of  SDX 2,125,000 
each--now overdue.  With t h i s  payment, N ica ragua  has now t o t a l l y  
c a n c e l e d  t h e  most ove rdue  of i t s  r e p u r c h a s e  o b l i g a t i o n s ,  arid 
p a r t i a l l y  t h e  n e x t  most overdue one. S i n c e  ou-.' meeting on 
A p r i l  5 ,  w i t h  t h i s  payment Nica ragua  h a s  r e p a i d  t h e  Fund o v e r  
SDP. 5 . S  m i l l i o n ,  reimins a g a i n  c u r r e n t  i n  all o b l i g a t i o n s  ar<s-  
i n g  from c h a r g e s ,  and h a s  even  reduced t o t a l  ove rdue  paym-erlts by 
SDR 1.3 rnil1.io.n i n  s p t t e  of two net7 repurchases--amounting t o  
mOre t h a n  SDR 3 m i l l i o n - - t h a t  became due a f t e r  t h a t  mee t ing .  I n  
this r e g a r d ,  1 t h i n k  it i m p o r t a n t  t o  ment ion t h a t  Nicaragua has  
n o  a d d i t i o n a l  r e p u r c h a s e s  coming due i n  t h e  f u t u r e ,  so  t h a t  a l l  
additjonal ef E o r t s  i:hat t h e  a u t h o r i t i e s  make t o  s e t t l e  ove rdue  
o b l i g a t i o n s  w i t h  t h e  Flinri. w i l l ,  i n  e f f e c t ,  f u l l y  r e d u c e  t o t a l  
ove rdue  payments r a t h e r  r a p i d l y .  Somewhat d i f f e r e n t l y  , I s h o u l d  
also ment ion  t h a t ,  s i n c e  t h e  A p r i l  mee t ing ,  Nicaragua h a s  a l r e a d y  
p a i d  t h e  reserve asset  p o r t i o n  of t h e  i n c r e a s e d  s u b s c r i p t i o n  i n  
its q u o t a  unde r  t h e  E i g h t h  G e n e r a l  Quota Review t o  which i t  
c o n s e n t e d  on J a n u a r y  2 7 ,  1984. 

I n  t o t a l ,  t h i s  pay- 

A s  I have s a i d  on p r e v i o u s  occasions, N i c a r a g u a ' s  c u r r e n t  
s i t u a t i o n  of payments t o  t h e  Fund does n o t  i n  any way r e p r e s e n t  
a l ack  of w i l l i n g n e s s  on t h e  p a r t  o f  t h e  a u t h o r i t i e s  d u l y  t o  
fulfill t h e i r  o b l i g a t i o n s  t o  t h e  Fund. R a t h e r ,  i t  r e p r e s e n t s  a 
rea l  i n a b i l i t y  t o  f u l f i l l  such  o b l i g a t i o n s .  The s i t u a t i o n  i n  
Nica ragua  is d i f f i c u l t ,  no t  o n l y  because  of the  c r i s i s  c o n f r o n t -  
i n g  p r a c t i c a l l y  a l l  d e v e l o p i n g  c o u n t r i e s ,  b u t  a l s o  more i m p o r t a n t ,  
b e c a u s e  of t h e  s e c u r i t y  s i t u a t i o n ,  of which a c c o u n t  h a s  been amply 
g iven  i n  t h e  media.  In these circumstances, t h e  a u t h o r l t i e s  
cons ide r  i t  d i f f i c u l t  t o  do much more w i t h  t h e i r  own r e s o u r c e s  a t  
Ehe moment t h a n  I have j u s t  i n d i c a t e d  i n  t h e  second p a r a g r a p h  o f  
t h i s  s t a t e m e n t .  I n d e e d ,  t h e  e f f o r t  t h e y  a r e  making now I s  s i g n i f -  
t c a n t  and shows the  a u t h o r i t i e s '  determl: n a t i o n  t o  r e s o l v e  t h i s  
problem as soon as p o s s i b l e .  However, t o t a l  overdue payments t o  
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t h e  Fund r e p r e s e n t  a s i g n i f i c a n t  p r o p o r t i o n  of N i c a r a g u a ' s  t o t a l  
exports--of  a b o u t  $420  m i l l i o n  in 1983--and a h i g h  p e r c e n t a g e  of 
the c o u n t r y ' s  c o t a l  consumption imports--of a b o u t  $173 m i l l i o n  i n  
1983. Thus, i t  would n o t  b e  reasonably f e a s i b l e  t o  e x p e c t  t h a t  
a l l  ove rdue  payments t o  t h e  Fund c o u l d  be c a n c e l e d  i n  one payment 

' w i t h  N i c a r a g u a ' s  own r e s o u r c e s .  T h a t  i s  t h e  r e a s o n  t h e  a u t h o r i t i e s  
. a l e  c o n t i n u i n g  k h e i r  e f f o r t  t o  o b t a i n  t h e  a p p r o p r i a t e  f i n a n c i n g  to 

esolve t h i s  prcblem, o r  i n  any case t h e i r  e f f o r t s  g r a d u a l l y  t o  
r e d u c e  ove rdue  payments w i t h  t h e i r  own r e s o u r c e s  i n  t h e  f u t u r e .  
The a u t h o r i t i e s  c o n s i d e r  t h a t  t h e i r  r e l a t i o n s  w i t h  t h e  Fund are 
i n p o r t a n t ,  p a t e n t l y  d e m o n s t r a t e d  by t h e i r  d e t e r m i n a t i o n  t o  s e r v i c e  
t h e  o u t s t a n d i n g  d e b t .  A s  I have  i n d i c a t e d ,  N i c a r a g u a ' s  p r e s e n t  
ove rdue  payments t o  t h e  Fund a r i s e  from two p u r c h a s e s  made i n  1979, 
one  011 May 1 7  u n d e r  t h e  compensatory f i n a n c i n g  f a c i l i t y  d e c i s i o n ,  
and  t h e  o t h e r  i n  r e s p e c t  of a c r e d i t  t r a n c h e  p u r c h a s e  made on 
J u n e  1, b o t h  p r a c t i c a l l y  o n l y  weeks b e f o r e  t h e  end of  t h e  r e v o l u -  
t i o n a r y  s t r u g g l e  i n  mi.d-July 1979. A compensa to ry  f i n a n c i n g  f ac i l -  
i t y  p u r c h a s e  made by t h e  c u r r e n t  a u t h o r i t i e s  i n  August 1979,  u s i n g  
t h e  early drawing  p r o c e d u r e ,  was later f u l l y  r e p a i d  when a c t u a l  
d a t a  i n d i c a t e d  a much smaller s h o r t f a l l  t h a n  o r i g i n a l l y  e s t i m a e e d .  

While N i c a r a g u a ' s  c u r r e n t  economic s i t u a t i o n  and d i f f i c u l t i e s  
a re  v e r y  s e r i o u s  and may, i f  not j u s t i f y ,  a t  l e a s t  c l e a r l y  e x p l a i n ,  
t h e  r e a s o n s  f o r  t h e  ove rdue  payments ,  t h e  a u t h o r i t i e s  u n d e r s t a n d  
and s h a r e  t h e  c o n c e r n  of t h e  Board r e g a r d i n g  t h i s  anomaly. Overdue 
payments a r e  h a r m f u l  t o  t h e  c r e d i b i l i t y  a n a  image of t h e  Fund, and  
t h e y  s h o u l d  be a v o i d e d  by  members. When s u c h  a s i t u a t i o n  a p p e a r s ,  
however ,  t h e  Fund is c l e a r l y  r e q u i r e d  t o  saSeguard  i t s  i n t e r e s t s  
and t h e  temporary c h a r a c t e r  of its r e s o u r c e s .  However, t h i s  
s h o u l d  be done in a f l ex ib l e  manner when t h e  s i t u a t i o n  of t h e  mem- 
b e r  conce rned  w a r r a n t s  i t ,  arid in a way conduc ive  t o  a harmonious 
r e s o l u t i o n  of t h e  problem w i t h i n  a p r u d e n t  p e r i o d  o f  t i m e .  The 
s i g n i f i c a n t  e f f o r t  b e i n g  made by t h e  Nica raguan  a u t h o r i t i e s  t o  
solve t h e i r  payments p rob lem w i t h  t h e  Fund s h o u l d  be  r e c i p r o c a t e d  
by t h e  i n s t i t u t i o n  t h r o u g h  i t s  u n d e r s t a n d i n g  and f l e x i b i l i t y .  
Sufficient t i m e  s h o u l d  be a l lowed  f o r  t h e  a u t h o r i t i e s  t o  c o n t i n u e  
t h e i r  e f f o r t s  t o  a r r a n g e  t h e  a p p r o p r i a t e  f i n a n c i n g ,  o r  t g  c a n c e l  
t h e i r  o b l i g a t i o n s  t o  the  Fund g r a d u a l l y .  I n  t h e  case of N i c a r a g u a ,  
t h i s  i s ,  of  course ,  h e l p e d  by t h e  f a c t  t h a t  no f u r t h e r  r e p u r c h a s e s  
a re  coming due in t h e  f u t u r e .  The a u t h o r i t i e s  have no i n t e n t i o n  
of  u s i n g  the  F i ~ n . d ' s  r e s o u r c e s  w h i l e  t h e y  have ove rdue  payments 
o u t s t a n d i n g .  They s h a r e  t h e  c o n c e r n  o f  many members t h a t ,  w h i l e  
s u c h  payments a r e  o u t s t a n d i n g ,  t h e r e  c o u l d  be a l i m i t a t i o n  on t h e  
member's u s e  of s u c h  r e s o u r c e s .  The a u t h o r i t i e s  contivue t o  be 
f i r m l y  commitred t o  s e t t l i n g  t h e i r  o b l i g a t i o n s  w i t h  t h e  Fund as 
soon as  p o s s i b l e .  

__ 

Mr. P o l a k  remarked that .  he w a s  c o n f i d e n t  t h a t  t h e  Nica raguan  a u t h o r i -  
t i e s  u n d e r s t o o d  t h a t  t h e  E x e c u t i v e  Board f e l t  t h a t  t h e  c o u n t r y ' s  ove rdue  
o b l i g a t i o n s  t o  t h s  Fund were a s e r i o u s  m a t t e r .  The s u b s t a n t i a l  p a r t i a l  
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payment t ha t  Nica ragua  had macle i n  t h e  €ace of  obv ious  d i f f i c u l t i e s  showed 
t h a t  the  c o u n t r y  w a s  making a s:rong e f f o r t  t o  d e a l  w i t h  E h e  mat te r .  
was a l s o  an i n d i c a t i o n  of t h e  v a l u e  t h a t  N ica ragua  p l a c e d  on c o n t i n u e d  
good r e l a t i o n s  w i t h  t h e  Fund. I n  c o n s i d e r a t i o n  of t h e  Fund ' s  incoine 
p o s i t i o n ,  and a t  some c o s t  t o  i t s e l f ,  N ica ragua  had p a i d  t h e  c h a r g e s  due  
t o  t h e  Fund b e f o r e  t h e  p r i n c i p a l .  The Fund was an  o r g a n i z a t i o n  i n  which 
c o u n t r i e s  w i t h  wide ly  v a r y i n g  economic s y s t e m s  c o l l a b o r a t e d  f o r  t h e  common 
good, end Nica ragua  had a f u l i y  acknowledged p l a c e  as an  o r i g i n a l  member. 
As had become clear  duri.ng t h e  Board d i s c u s s i o n  of t h e  s t a f f  r e p o r t  for 
t h e  1984 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  Nicaragua (EBM/84/36, 3 / 5 / 5 4 ) ,  t h e  
Fund c o u l d  o f f e r  much t o  Nicaragua i n  p i i c y  a d v i c e  t h a t  t h e  a u t h o r i t i e s  
rnlght b e  well a d v i s e d  t o  a c c e p t .  F i n a l l y ,  f o r  r e a s o n s  t h a t  were w e l l  
unde r s tood  i n  N i c a r a g u a ,  as M r .  S e n i o r  had made c l e a r ,  t h e  Fund had t o  
adopc a d e c i s i o n  c o n c e r n i n g  t h e  c o u n t r y  ' s  overdue  payments o b l i g a t i o n s .  
It seemed b e s t  t o  agree t h a t  Nicaragu:, should n o t  make use of t h e  g e n e r a l  
r e s o u r c e s  of t h e  Fund u n t i l  i t  was f u l f i l l i n g  i t s  o b l i g a t i o n s  u n d e r  t h e  
Articles r e l a t i n g  t o  r e p u r c h a s e s  and c h a r g e s .  

It 

Mr. Saiehkhou commented t h a t  t h e  n a t u r e  and e x t e n t  of t h e  s e r l o u s  
problems f a c i n g  t h e  Nicaraguan economy were w e l l  known. They had by no 
means resulted from economic mismanagement b u t  rather from a h o s t i l e  
i n t e r n a l  etivironment.  

While the 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  was i m p o r t a n t ,  
-- t h e  c o o p e r a t i v e  n a t u r e  of t h e  Fund a l s o  had t o  be r e c o g n i z e d ,  Mr. Salehkhou 

c o n s i d e r e d .  The Nica raguan  a u t h o r i t i e s  had amply demons t r a t ed  t h e i r  
s i n c e r i t y  and c o o p e r a t i o n  by paying t h e  e q u i v a l e n t  of 30 p e r c e n t  of a l l  t h e  
overdue o b l j g a t i o n s  t o  t h e  Fund s i n c e  t h e  p r e v i o u s  d i s c u s s i o n  on A p r i l  5 ,  
1984. It t7as impor t an t  t o  u n d e r s t a n d  t h a t  t h o s e  payments had i n v o l v e d  
enormous s ac r i f i ce s  by N i c a r a g u a ,  and t h a t  t h e  p r e s e n t  ove rdue  payments 
obligations had a r i sen  from t w o  p u r c h a s e s  made o n l y  w e e k s  b e f o r e  t h e  end 
o f  t h e  r e v o l u t i o n ,  i n  mid-July 1979.  Given t h o s e  f a c t s ,  and t h e  a u t h o r i -  
t j .es '  s t r o n g  commitment t o  s e t t l i n g  t h e i r  o b l i g a t i o n s  w i t h  t h e  Fund a t  t h e  
e a r l i e s t  p o s s i b l e  d a t e ,  t h e  t h i r d  o p t i o n  t h a t  t h e  Chairman had mentioned-- 
namely, r e f r a i n i n g  from t a k i n g  fo rma l  a c t i o n  under  t h e  r e l e v a n t  p r o v i s l o n s  
o f  t h e  A r t i c l e s - - w a s  a g e n u i n e  o p r i o n ,  and he  warmly s u p p o r t e d  it. 

Mr, Tveclc c o n s i d e r e d  t h a t  t h e  a u t h o r i t i e s  had made a s t r o n g  e f f o r t  to 
solve t h e  problem of ove rdue  o b l i g a t i o n s  t o  t h e  Fund. He hoped t h a t  t h e y  
would soon succeed  i n  f i n d i n g  t h e  r e s o u r c e s  t o  r e p a y  the Fund i n  full, 
t h e r e b y  r e s t o r i n g  t h e  country's normal r e l a t i o n s h i p  w i t h  t h e  i n s t i t u t i o n .  
Meanwhile, i n  k e e p i n g  w i t h  t h e  p r i n c i p l e  of t h e  uaifcrm t r e a t m e n t  of 
members, h e  a c c e p t e d  t h e  p r o p o s a l  f o r  l i m i t i n g  N i c a r a g u a ' s  access t o  t h e  
Fund's  resources .  The d e c i s i o n  aaop ted  a t  t h e  p r e s e n t  mee t ing  shou ld  be 
reviewed i n  t h r e e  months. 

Mr. Joyce s t a t e d  t h a t  h e  wel.coned N i c a r a g u a ' s  e f f o r t s  to meet i t s  
overdue f i n a n c i a l  o b l i g a t i o n s  t o  t h e  Fund, i n c l u d i n g  t h e  r e c e n t  payment of 
SDR 4.25 milll .on and t h e  s e t t l i n g  of a l l  o f  the country's o u t s t a n d i n g  obli- 
gations i n  t h e  SDR Department .  Those  s i g n i f i c a n t  s t e p s  d e m o n s t r a t e d  t h e  
a u t h o r i t i e s '  a h f l i t y  t o  meet t h e i r  o b l i g a t i o n s .  N e v e r t h e l e s s ,  Nicaragua's 
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o u t s t a n d i n g  a r r e a r s  st ill exceeded SDR 10 m i l l i o n  a n d  were a p p r o x i m a t e l y  
the same as t h e y  had been a t  t h e  time of t h e  p r e v i o u s  d i s c u s s i o n  of t h e  
matter,  i n  A p r i l  1984. 

The Nica raguan  a u t h o r i t i e s  had no i n t e n t i o n  of s e e k l n g  t o  u se  Fund 
rces as  Long a s  t h e y  had o u t s t a n d i n g  payments  t o  t h e  Fund, M r .  J o y c e  

commented. I n  a d d i t i o n ,  rhe a u t h o r i t i e s  had been t r y i n g ,  t h u s  far w i t h o u t  
s u c c e s s ,  ro  , o b t a i n  a p p r o p r i a t e  f i n a n c i n g  t h a t  would p e r m i t  them t o  T 
t h e  Fund q u i c k l y .  He hoped t h a 2  t h e y  would persist in t h o s e  e f f o r t s  
authorities had n o t e d  t h a t ,  if t h e y  w e r e  t o  r e p a y  t h e  Furid e n t i r e l y  
t h e i r  owh r e s o u r c e s ,  t h e y  vere u n l i k e l y  t o  b e  a b l e  t o  d o  so i n  a s f n g l e  
payment ,  I n  t h o s e  c f r c u m s t a n c e s ,  i t  seemed b e s t  t o  r e c o g n i z e  t h e  e € f o r t s  
t h a t  g i c a r a g u a  had made and t h e  c o n t i n u e d  good i n t e n t i o n  o€ t h e  a u t h o r l -  
t i e s ,  and t o  d e c i d e  formally t h a t  N ica ragua  s h o u l d  not be p e r m i t t e d  t 
rhe ~ e ~ i e ' r a l  resources of the Fund u n t i l  I t  was f u l f i l l i n g  i t s  o b l i g a t  
under t h e  Articles.  Tha t  d e c i s i o n  s h o u l d  be r ev iewed  w i t h i n  th ree  mon 
15, by rhea ,  N ica ragua  had n o t  been  a b l e  t o  eliminate a l l  i t s  a r r e a r s  

nd. !The d e c i s i o n  on Ntcaragua s h o u l d  e n c o u r a g e  t h e  a u t h o r i t i e s  t o  
h a L e v e r  a d d i t i o n a l  measures m i g h t  be needad t o  p l a c e  themselves I n  

t o  d i s c h a r g e  qn-ickly t h e i r  o b l i g a t i o n s  to t h e  Fund, which  
pared t o  of f e r  technical  a s s i s t a n c e  i n  i d e n t i f y i n g ,  and rn 
cy. changes might  -be n e c e s s a r y .  

a u l d e  s a i d  t h a t ,  while t h e  logical s o l u t i o n  was t o  agree t h a t  
should  n o t  u se  t h e  g e n e r a l  r e s o u r c e s  of t h e  Fund tint33 i t  was 

$ulfilling its o b l i g a t f o n s  unde r  the Art ic les ,  h e  was n o t  f u l l y  s a t i s f i e d  
wi th  t h a t  approach .  The d e c i s i o a  o n  Nfca tagua  s h o u l d ,  as M r .  S e n i o r  h&?l 
suggested in t h e  f i n a l  p a r a g r a p h  of h i s  open ing  s t a t e m e n t ,  be p a r t  of a 
f l e x i b l e  . r e s p o n s e  by t h e  Fund t,o N i c a r a g u a ' s  s e r i o u s  e f f o r t s  t o  dea l  w i t h  
t h e  problem of i t s  ove rdue  payments.  I t  seemed b e s t  t o  a d o p t  a somewhat 
d i f f e r e n t  approach from. t h e - o n e  raken t o  deal with Guyana's o v e r d u e  
payments  o b l i g a t i o n s .  The  E x e c u t i v e  Board c o u l d  a g r e e ,  f o r  i n s t a n c e ,  t h a t  
i t s  d e c i s i o n  on N i c a r a g u a ' s  overdue payments  o b l i g a t i o w  would n o t  become 
o p e r a t i v e  unless it  were found t h a t  a f t e r ,  s a y ,  two or t h r e e ' m o n t h s ;  
c c u n t r y  had n o t  f u l l y  discharged I t s  payments  o b l i g a t i o n s  t o  t h e  Fun 

M;. S u r a i s r y  s t a t e d  t h a t  N i c a r a g u a ' s  s e t t l e m e n t  of p a r t  of i t s  
due o b l i g a t i o n s  was e n c o u r a g i n g .  However, s i z a b l e  arrears  r e x i n e d ,  ,and 
it seemed b e s t  t o  t r e a t  Nicaragua  i n  t h e  same manner i n  which Guyana 
been t r e a r  ed. 

.Mr. Laski! s a i d  t h a t  -he had n o ' e d  w i t h  s a t i s f a c t i o n  t h e  e f f o r t s  made 
i c a r a g u a n  a u t h o r i t i e s  t o  meet t h e i r  payments o b l i g a t i o n s  t o  t h e  
c l u d i n g  the r e c e n t  s i z a b l e  payment. More t h a n  3DR 3 m i l . l i o n  i n  
had been o u t s t a n d i n g  f o r  t h r e e  months ,  and t h e  t o t a l  amount o f  

overdue payments had n o t  been s i g n i f i c a n t l y  r educed  s i n c e  t h e  p r e v i o u s  
Board d i s c u s s i o n  on Nicaragua  i n  April 1984. However, he  r e c o g n i z e d  the 
d e s i r e  and d e t e r m i n a t i o n  of t he  a u t h o r i t i e s  t o  r e s t o r e  t h e i r  r e g u l a r  
r e l a t i o n s h i p  with t h e  Fund,  and he hoped t h a t  t h e y  c o u l d  make f u r t h e r  
p r o g r e s s  toward r e d u c i n g  t h o s e  overdue payments  i n  the near f u t u r e .  The 
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'Execut ive  W a r d  s h o u l d  d e c i d e  t h a t  NIcaxagua s h o u l d  n o t  use t h e  g e l l e r a l  
t h e  Fund u n t i l  i t  was f u l f i l l i n g  I t s  o S l i g a t i o n s  under. tils! 
the Board s h o u l d  r e v i e w  i t s  decision w i t h i n  t h r e e  months.  

G o m l  remarked t h a t ,  a s  ExecuLive D i r e c t o r s  had learned d u r  ' 

h o l d i n g s  were minim 
s-t A r t i c l e  IV c o n s u l t a t i o n  w i t h  Nica ragua ,  t h e  c o u n t r y ' s  for: 

ejly t o  p e r s i s t ,  H e  n o t e d  w i t h  s a t i s f a c t i o n  t h e  a u t h o r l t i e s '  
and  i t s  b a l a n c e  of peyments d i f f  

i n t e n t f o n  t o  dLscharge t h e i r  overdue  o b l i g a t i o n s  t o  t h e  Fund 
ly welcomed t h e  r e c e n t  repayment  of p a r t  of  t h e i r  

I t -Les 6 h . O U l d  be  ergcd t o  p r o v i d e  t h e  Fund w i t h  a s c h e d u l e  e s t i  
e dates of t h e  remainj-ng payments-  I n  the c i r c u m s t a n c e s ,  and a f t e r  

careful c o n s l d e r a t l o n  o f  the v a r i o  c o u r s e s  of  a c t i o n  a v a i l a b l e  t o  t h  
Fund, he could accept  t h e  proposal. a t  N ica ragua  s h o u l d  n o t  us2 t h e  
g e n a r a l  r e s o u r c e s  o f  the  Fund u n t i l  i t  h'ad f u l f i l l e d  i t s  f i n a n c i a l  o b l i -  
gat 1 o m  t c) t h e  ins t i . t u t  i o n  

Mrr.  Clark s a i d  t h a t  his general co e n t s  i n  r e l a t i o n  t o  Guyana 's  
s . i t -uat ion were no l e s s  relevant I n  t h e  stlpposted t h  
pr:oposal. f o r  che a d o p t i o n  of  a d e c i s ' D n  unde r  which N 
u se  t h e  g e n e r a l  r e s o u r c e s  of' t : ; e  P u n d , u n c i l  i t  was f u l f i l l i n g  i t s  ob 
g a t i u n s  u n d e r  the Articles.  The a u t h o r i t i e s  had s a i d  t h a t  t h e y  had no 
interrr ion of u s t n g  t h e  g e n e r a l  r e s o u r c e s  of t h e  Fund while  t h e y  had p 
merits ou t s t and ing  t o  t h e  Fund, b u t  i t  would be c o n s i s t e n t  w i t h  e s t a b  
p o l i c y  f o r  t h e  Fund t o  act  i n  l i n e  wi rh  Rule K-2. 

N i c a r a g u a ' s  r e c e n t  payment had been used  t o  f u l l y  se t t le  o u t s t  
o b l i g a t i o n s  in t h e  SDR Depar tment ,  f u l l y  s e t t l e  overdue  c h a r g e s  i n  t 
General Department  and r educe  o u t s t a n d i n g  r e p u r c h a s e  o b l i g a t i o n s ,  
M T ~  Clark noted. H e  hoped t h a t  t h e  a u t h o r i t i e s  would c o n t i n u e  f o  wo 
toward t h e  removal of  t h e  r ema in ing  overdue payments a t  an e a r l y  d a t e .  

ET. Schneidsr  s a i d  that he apzreciated the a u t h o r i t i e s '  e f f o r t s  
reduce t h e i r  payments o b l i g a t i o n s  t o  t h e  Fund d e s p i t e  t h e  d i f f i c u l t  
e l ivironment  i n  whj.ch t h e y  had t o  a c t .  N e v e r t h e l e s s ,  t h e  E x e c u t i v e  Bo 
had t o  act t o  p r o t e c t  t h e  F u n d ' s  f i n a n c i a l  p o s i t i o n ,  and h e  c o u l a  acc 
the Chairman's  proposal. c h a t  Nicaragua  s h o u l d  not u s e  t h e  - g e n e r a l  
reso~isces of t he  Fund u n t i l  i t  was f u l f i l l i n g  i t s  o b l i g a t i o n s  under  t h e  
Anrtic.Les. 

~ r .  DeLgad i J lo  no ted  t h a t  t h e  a u t h o r i t i e s  had made a s u b s t a n t i a l  
e f f o r t  t o  r educe  t h e  overdue  payments o b l i g a t i o n s ,  d e s p i t e  t h e  d i f f i c u l t  
c i r c u m s t a n c e s  I n  Nicaragua .  H i s  f i r s t  p r e f e r e n c e  was t o  a c c e p t  t h e  t h  
a p t i o n  t h a t  t h e  Chairman had mentioned , namely,  t o  r e f r a i n  from t a k i n g  
formal a c t i o n  unde r  t h e  r e l e v a n t  Fund p r o v i s i o n s .  However, h e  cou ld  go 
al.ong w i t h  t h e  Chairman's  second p r o p o s a l ,  namely,  t o  d e c i d e  that Nicaragua 
s h o ~ ~ l d  not 115e t h e  g e n e r a l  r e s o u r c e s  of  t h e  Fund u n t i l  i t  was f u l f i l l i n g  
i t s  obligations under  t h e  A r t i c l e s .  
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The Nicaraguan  a u t h o r i t i e s  o b v i o u s l y  were n o t  i g n o r i n g  th’eir 
o b l i g a t i o n s ,  e a s  was e v i d e n t  f rom t h e i r  , rec .eut  payment t o  t h e  Fund,  
M r .  D e l g a d i l l o  c o n t i n u e d ,  h u t  t h e  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  
c.learliy d d i f f i c u l t  one.  Such c o u n t r k s  s h o u l d  be g i v e n  a d e q u a t e  t e c h -  
n i c a l  assistance t o  make 3.t e a S h T . f O Y  them t o  r e p a y  t h e  Fund. 

He was apposed t o  t e s t a b l i s h i n g  a fi .xed per iod  f o r  
of the dec i s j -on  on N i c a r a g u  a t  t h e  p r e s e n t  meet ing ,  MY. Delgad i lXo  

e -on. a s p e c L f i e d  d a t e .  An excess‘ ively 
ment of t h e  s e t t l e m e n t  of t h e  obf . iga-  
r i o d  would not: be  f a i r  i n  t h e  l i g h t  

of t h e  9effor.ts berlng m h o r i t i e s  to e l i m i n a t e  t h e i r  ove rdue  
f i n a n c i a l  o b l i g a t i - o n s  

*. H i r a o  recal le  a t u r e  of ove rdue  payments 
been  s t r e s s e d  d u r i n g  t ana .  Although h e  g r e a t l y  , I 

a p p r e c f a t e d  t h e  Nicara g n i f i c a n t  e f f o r t  t o  d i s c h a r g e  
t h e L r  f i n a n c i a l  o b i i g a  N i c a r a g u a ,  like Guyana, s h o u l d  
no t .  be , pe rmi t t ed  t o  u s  rces af t h e  Fund u n t i l  i t  wa 

s o b l i g a t i o n s  unde r  

M s .  Bush recalled s i o n  a n  Guyana, s h e  h a  
s t r e s s e d  t h a t  i t  was c a r r e a r s  from persisr.3. 

s ‘payments t due  f o r  a long  t i m e .  

e a t e d  c a l l s  f o r  i t  t o  repay the  Fund,  and  overdue  payments 
__ a had r e c e n t l y  .5 m i l l i o n ,  bu t  t h e r e  had 

I n  v i e w  of t h e  lengthy p e r i o d  f o r  which t h e  payments had been 
case c o u l d  have b e e r  ‘made f o r  d e c l a r i n g  Nica ragua  i n e l i g i b  
general r e s o u r c e s  of t h e  Fund i f  it had- n o t  been €o r  t h e  

cent payment p a r t i a l l y  fulfilling i t s  o u t s t a n d i n g  o b l i g a t i o n s .  
c c e p t  t h e  p r o p o s a l  t o  adopt  &a d e c i s i o n  t h a t  N ica ragua  s h o u l d  
general r e s o u r c e s  o f  t h e  Fund u n t i l  i t  w a s  f u l . f i l l i n g  its 
under  t h e  Articles, prov ided  t h a t  it w a s  unde r s tood  that t h e  
a r d  e x p e c t e d  f u l l  payment forthwith, tha t  t h e  d e c i s i o n  w 
w i t h i n  t h r e e  months i f  N ica ragua  had n o t  become f u l l y  current 

i n  its payments  t o  t h e  Fund, t h a t  Nicaragua  would n o t  use Fund resourcr :s  
as long  as  a r r e a r s  remained, arid t h a t  t h e  Fund staff would not d i s c u s s  
any us” .of Fund r e s o u r c e s  by  Nicaragua  as l o n g  as  a r rears  remained.  

.Fir4 S e n i o r  remarked  t h a t ,  i n  considering t h e  da te  f o r  t h e  review of  
t h e  d e c i s i o n ,  E x e c u t i v e  D i r e c t o r s  s h o u l d  b e a r  i n  mind t h e  marked season- 

he  c o u n t r y ’ s  e x p r t s .  , Nicaragua  was a n  a g r i c u l t u r a l  c o u n t r y ,  
f i t s  c r o p s  were rain f e d  and were  p l a n t e d  i n  May and June of  

each y s a r .  Foreign exchange r e c e i p t s  were not s u b s t a n t i a l  u n t i l  November 
and December,  when t h e  c r o p s  had been h a r v e s t e d  and e x p o r t e d .  Uence, i t  
would riot be u s e f u l  t o  r ev iew t h e  d e c i s i o n  on Nicaragua any sooner  t h a n  
i n  s i x  months’ time. 

H r .  Zhang s t a t e d  & h a t  he s u p p o r t e d  the p r o p o s a l  under  which t h e  
Zxxecutive’ Board would d e c i d e  that Nica ragua  s h o u l d  n o t  u s e  t h e  g e n e r a l  
resocrces of  the Fund u n t i l  i t  was f u l E i L l i n g  i t s  o b l i g a t i o n s  unde r  the 
A r t  ic les . 
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of t h e  i n f o r m a t i o n  t h a t  
ement .and t h e  r e c e n t  payrn 
l l y  s e t t l e d  t h e  c o u n t r y ' s  

e n t ,  he  c o u l d  a c c e p t  t h e  pr  
e r a 1  r e s o u r c e s  of t h e  Fund 
e r  t h e  Art ic les .  

e d i f f i c u l t i e s  t o  w h i  
e Nica raguan  z l ~ t b o r f t  

t h e d r  o u t s t a n d i n g  
a t g e s  In t h e  General Departme 

o r i t i e s '  commitment t o  s o l  
on as' p o s s i b l e ;  Neve 
ned ,  and  tie could  go a l o n g  w 

r t h e  Art ic le  
s t o  t h e  Fund's g e n e r a l  r e s o u r -  

M r .  Morre l l  consider ua's recent payment was s i g  a n t  
a n d  was p a r t  of i t s  s t r e n u o u s  ei e l i m i n a t e  i t s  overdue,  f i n a n c i a l  

s t  A r t i G l e  IV c o n s u l t a t i o n  w i t h  
need f o r  c o n s i d e r a b l e  econoni$c .. 

on adop ted  od Nicaragua a t  t h e  
H e  c o u l d  a c c e p t  t h e  p r o p o s a l  

hould n o t  use  t h e  g e n e r a l  r e s o u r c e s  

n shou ld  become o p e r a t i v e  i n  
o p r i a t e ,  N i c a r a g u a ' s  ove rdue  

payments had bssn brough t  t o  t h e  Exec,Live B o a r d ' s  a t t e n t i o n  some t h r e e  
months ago, and any f u r t h e r  d e l a y  would t be war ran ted .  

o b l i g a t i o n  under  t h e  ArtlcXes. 

~. 

M r '  Jayawardena s a i d  that h e  a p p r e c f a t r d  t h a t ,  d e s p l t c  s u b s t a n t i a l  
d i f f i c u l t i e s ,  t h e  a u t h o r i t i e s  h a d  made a s t r o n g  e f f o r t  ro  r e p a y  a p a r t  of 

e o b l i g a t i o n s  t o  t h e  Fund. It was o n l y  f a i r  t o  r e c o g n i z e  t h e  
rom t h e  case of Guyana i n  t h e  d e c i s i o n  t h a t  was - to  be taken 

o n  Nicaragua by r e c o g n i z i n g  t h e  payment t h a t  Nicaragua had maciie a f t e r  t h e  
c o u n t r y  had been n o t i f i e d  of t h e  compla in t  under Rule K-1. 

The l a s t  of  t h e  three o p t i o n s . m  tgoned by t h e  Chairman seemed t o  be 
t h e  f a i r e s t ,  Mr. J a y a w a r d e m  remarked, Yowever, h e  c o u l d  go a:Long w i t h  
t h e  second one ,  w h i l e  n o t i n g  t h e  a u t h o r i t i e s '  i n t e n t i o n  n o t  t o  use  Fund 
r e s o u r c e s  as l o n g  as  t h e y  had o u t s t a n d i n g  payments t o  t h e  Fiind, One way 
of distinguishing between t h e  cases of Nicaragua and Guyana was t o  d e c i d e  
t h a t  t h e  d e c i s i o n  on Nicaragua shou ld  be  reviewed a f t e r  s i x  months,  r a t h e r  
t h a n  a f t e r  t h r e e  months. The case f o r  a l o n g e r  r e v i e w  had been made by  
Mr. S e n i o r .  

Mrl Mtei remarked t h a t  Nicaragua had made a s u b s t a n t i a l  e f f o r t  to 
f u l f i l l  i t s  o b l i g a t i o n s  t o  t h e  Fund d e s p i t e  t h e  s e r i o u s  problems f a c i n g  
r h e  a u t h o r i t i e s .  I n  t h e  case of N ica ragua ,  u n l i k e  t h a t  of Guyana, economic 
p o l i c y  management had n o t  heen an i m p o r t a n t  f a c t o r  I n  r h e  ov-rdue payments 
t o  t h e  Fund. The E x e c u t i v e  Board s h o u l d  n o t e  t h e  a u t h o r i t i e s '  comrnitm 
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.not. t o  u s e  t h e  Fund ' s  r e s o u r c e s  u n t i l  K ica ragua  was c u r r e n t  i n  i t s  f i n a n -  
t i o n s  t o  t h e  Fund. T h a t  commitment had t h e  same e f fec t  a s  

' t i on  proposed  by t h e  Chairman, u n d e r  which t h e  Fund would d e c i d e  
ragua  s h o u l d  not  u s e  t h e  g e n e r a l  r e s o u r c e s  of t h e  Fund u n t i l  i t  
l l i n g  i t s  o b l i g a t l o n s  under  t h e  Ar t ic les .  

n h i s  opening  s t a t e m e n t ,  M r .  S e n i o r  had made t h e  i m p o r t a n t  p o i n t  
gua's e x p o r t s  were s e a s o n a l ,  Mr. Mtei n o t e d ,  It was a l s o  
o b e a r  i n  mind t h a t  t h e r e  were p h y s i c a l  c o n s t r a i n t s  on eXp6r tS  
gua. It seemed s u f f i c i e n t  f o r  t h e  E x e c u t i v e  Board merely to 

a u t h o r i t i e s '  conimi tment  no t-o u s e  t h e  Fund ' s  g e n e r a l  r e s o u r c e s  
aragua was c u r r e n t  i n  i t s  f i n a n c i a l  o b l i g a t i o n s  t o  t h e  Fund. 

Finaish commented t h a t  r. $ e n 5 0 r J s  s t a t e m e n t  c l e a r l y  d e s c r i b e d  
i c u l t  s i t u a t i o n  +in Nica gua.  The a u t h o r i t k e s '  strong e f f o r t  t o  

ragua's f i n a n c i a l  o b l i g a t i o n s  t o  t h e  Fund vas commendable. 
Given t h e  a u t h o r i t i e s '  commitment to, avoid u s i n g  Fund resources w h i l e  
Nica ragua  had o u t s t a n d i n g  o b l i g a t i o n s  t o  t h e  Fund, h e  cou3.d go a l o n g  w t t h  
t h e  C h a t m a n ' s  second p r o p o s a l ,  
d e c i s i o n  on Nica ragua ,  E x e c u t i v e  D i r e c t o r s  s h o u l d  b e a r  i n  mind Mr, S e n i o r ' s  
comments on t h e  s e a s o n a l i t y  of N i c a r a g u a ' s  e x p o r t s .  

In setting t h e  d a t e  f o r  t h e  review of t h e  

The D i r e c t o r  of t h e  L e g a l  Depar tment  s a i d  t h a t  t h e  i d e a  t h a t  
Xr. d e  Matil.de had  i n  mind c o u l d  be r e f l e c t e d  i n  t h e  t ex t  of p a r a g r a p h  4 ,  
which could  i n c l u d e  t h e  following sentence:-  "The Fund d e c i d e s ,  p u r s u a n t  
t o  Ru3.e K-2 of t h e  Fund's Rules  a n d  R e g u l a t i o n s ,  t h a t  N ica ragua  i s  n o t  
currenZ i n ; i t s  f i n a n c i a l  o b l i g a t i o n s  t o  t h e  Fund,  and  t h a t  N i c a r a g u a  
s h a l l  no t  make use  of t h e  Fund ' s  r e s o u r c e s  u n t i l  i t  i s  c u r r e n t  I n  i t s  
f i n a n c i a l  o b l i g a t i o n s  t o  t h e  Fund." 

T h e  question had been r a i s e d ,  t h e  R i r e c t o r  of the Legal Depar tment  
noted, wherher  t h e r e  w a s  a n y  legal d i f f e r e n c e  be tween N i c a r a g u a ' s  
announced i n t e n t i o n  of no t  t ising Fund r e s o u r c e s  u n t i l  i t  w a s  c u r r e n t  i'n 
i t s  o b l i g a t i o n s  t o  t h e  Fund, and t h e  a d o p t i o n  of a d e c i s i o n  by t h e  Execu- 
t i v e  Board s t a t i n g  t h a t  N ica ragua  s h o u l d  n o t  u se  t h e  g e n e r a l  r e s o u r c e s  of 
t h e  Fund until i t  was f u l f i l l i n g  i t s  o b l i g a t i o n s  under  t h e  Art ic les .  I f  
a d e c i s i o n  were adopted  by t h e  E x e c u t i v e  Board ,  Nicaragua  would be  u n a b l e  
t o  u s e  the Fund's r e s o u r c e s  u n l e s s  a l l  i t s  f i n a n c i a l  o b l i g a t i o n s  t o  t h e  
Fund -had been n e t .  If t h e  o n l y  a c t i o n  t a k e n  a t  t h e  p r e s e n t  m e e t i n g  were 
t o  n o t e  N i c a r a g u a ' s  statement a b o u t  i t s  i n t e n t i o n s ,  N ica ragua  c o u l d  
conceivah~.y change  i t s  mind and proceed  t o  use t h e  Fund ' s  r e s o u r c e s  
w l t h o u t  t h e  E x e c u t i v e  Board ' s  a d o p t i n g  a n o t h e r  d e c i s i o n  on Nica ragua .  

Mr. Joyce  s a i d  t h a t  he  had no d l f f i c u l t y  i n  a c c e p t i n g  t h e  proposa l  
f o r  n o t i n g  i n  t h e  d e c i s i o n  on Nica ragua  t h a t  t h e  a u t h o r i t i e s  had r e c e n t l y  
made a s i g n i f i c a n t  payment to t h e  Fund. However, i t  m i g h t  b e  i n a p p r o p r i -  
a t e  t o  n o t e  also i n  t h a t  d e c i s i o n  t h e  a u t h o r i t i e s '  i n t e n t i o n  n o t  t o  u s e  
the Fund ' s  r e s o u r c e s  w h i l e  payments  t o  t h e  Fund were o u t s t a n d i n g ;  no  such 
r e f e r e n c e  had been made i n  t h e  d e c i s i o n  on Guyana, which had announced  
e h e  same i n t e n t i o n .  

http://Matil.de
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P o l a k  commented t h a t  i t  wils h i s  ilnpr,Ession from M r .  S e n i o r ' s  
t h a t  N ica ragua ,  u n l i k e  Guyana, m i g h t  well  be a b l e  t o  r epay  t h e  

rLy soonv That: k e i i h o o d  c o d d  be r e f l e c t e d  i n  t h e  t e x t  of t h e  
on Nica ragua .  F o r  i n s t a n c e  t e x t  could.  s a y  t h a t ,  unless 

a had become c u r r e n t  on i t s  a t i o n s  t o  t h e  Fund b e f o r e  a 
d d a r e ,  t h e  Fund would r e v i e w  t h e  d e c i s i o n  i n  t h ree  months. 

Maulde comnented t h a t  eemed t o  be l i t t l e  s u p p o r t  f o r  
and he wished t o  w i t h d r a w - i t .  

Chairman remarkec! t h a t  E D i r e c t o r s  had a g a i n  u n d e r s c o r e d  
ousness of ove rdue  o b l i g a t i o n s  t o  t h e  Fund; t,hey were d e t r i m e n t a l  

t o  t h e  Fund's c r e d l b i l i t y  and 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 ,  
a n d   ere u n f a i r  t o  c o u n t r i e s  t h a t  had f u l l y  met t h e i r  o b l j g a t i n n s  t o  the 

o f t e n  a t  great c o s t .  However, E x e c u t i v e  . D i r e c t o r s  had n o t e d  
c t i o n  t h e  r e c e n t  payment of SDR 4.25  million and t h e  au thor%-  

t i e s '  i n t e n t i o n  t o  s e t t l e  t h e i - r  ove rdue  o b l i g a t i a n s  as  soon as p o s s i b l e .  
Executive D i r e c t o r s  seemed t o  f a  e second s o l u t i o n  t h a t  he had 
mcnt5on'ed, namely, a d e c i s t o n  unde r  i c h  N ica ragua  cou ld  n o t  u s e  t h e  
general  resOurces of t h e  Fund un was f u l f i l l i n g  i t s  o b l i g a t i o n s  
unde r  ti;? Articles, A t  t h e  same e ,  E x e c u t i v e  D i r e c t o r s  wished t o  d r a w  
a d i s t i n c t i o n  between t h e  d e c l s i o n  on Nica ragua  and t h a t  o n  Guyana. 

Mr, S s n i o r  said. t h a t  he c o n t i n u e d  t o  b e l i e v e  t h a t  t h e  r e v i e w  of t h e  
d e c i s i o n  of Nicarilgua shou ld  be h e l d  I n  s i x  months, r a t h e r  t h a n  i n  three. 
The t i m l n g  of t h e  revlew seemed t o  be t h e  best way t o  make t h e  d i s t i n c -  
t i o n  t h a r  t h e  Chairman had mentioned.  The nex t  Ar t ic le  f V  c o n s u l t a t i o n  
w i t h  Nica ragua  p robab ly  would b e  h e l d  I n  r o u g h l y  s i x  months and  would 
p r o v i d e  a good o p p o r t u n i t y  to r e v i e w  t h e  s i t u a t i o n  w i t h  r e s p e c t  t o  t h e  
c o u n t  r y  ' s o v e r  due pay rnm t s . 

Mr. Salehkhou commented t h a t  t h e  s i t u a t i o n  i n  Nicaragua was f l u i d ,  
Several r e l e v a n t  i s s u e s  were sti l l .  u n r e s o l v e d ,  i n c l u d i n g  a c o m p l a i n t  
r e g i s t e r e d  by Nica ragua  w i t h  t h e  GATT t h a t  would have a b e a r i n g  on t h e  
c o u n ~ r y ' s  e x p o r t  e a r n i n g s . .  N ica ragua  h a d  made e v e r y  e f f o r t  t o  meet i t s  
payments o b l i g a t i o n s  t o  t h e  Fund, and no one had s u g g e s t e d  t h a t  t h e  
a u t h o r i t i e s '  management-of t h e  economy had been a f a c t o r  i n  t h e  accumu- 
l a t i o n  of t h e - o v e r d u e  payments. The g o o d w i l l  and commitment of t h e  
a u t h o r i r i e s  was beyond q u e s t i o n .  They had a l r e a d y  s t a t e d  t h a t  t h e y  would 
n o t  u s e  t h e  Fund ' s  r e sources  w h i l e  payments t o  t h e  Fund were  o u t s t a n d l n g ;  
t h e r e f o r e ,  it w a s  unnecessa ry  t o  adopt: a d e c i s i o n  t o  t h e  same e f f e c t r  
Morcover ,  i t  would be  i n a p p r o p r i a t e  t o  se t  a time l i m i t  w i t h  r e s p e c t  t o  
t h e  review, as n o  one c o u l d  s a y  f o r  c e r t a i n  t h a t  i t  would b e  p o s s i b l e  f o r  
Nica ragua  t o  e l i m i n a t e  i t s  ove rdue  payments w i t h i n  t h e  a g r e e d  p e r i o d .  

Mr. d e  Vries remarked t h a t ,  as Mr. S e n i o r  had noted, t he  a u t h o r i t i e s  
had r e c e n t l y  made a payment t o  t h e  Fund, and no a d d i t i o n a l  r e p u r c h a s e s  
w e r e  s c h e d u l e d  f o r  t h e  coming months,  so  t h a t  t h e  a u t h o r l t i e s '  e f f o r t s  
h e n c e f o r t h  c o u l d  be c o n c e n t r a t e d  e n t i r e l y  o n  r e d u c i n g  t h e  ove rdue  payments 
t o  t h e  Fund. Mr. S e n i o r  had s t r e s s e d  t h a t  t h e  a u t h o r i t i e s  were c o n t i n u i n g  



t h e i r  e f f o r t s  t.o r e d u c e  
m i g h t  be h e l p f u l  t o  a s k  
e l i m i n a t i n g  t h e  o v e r d u e  
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g r a d u a l l y  t h e  o v e r d u e  payments t o  t h e  Fund. I t ,  
t h e  a u t h o r l t i e s  t o  s u b m i t  a c o n c r e t e  p roposa l  f o r  
paymenhs 

The Chairman r e sponded  t h a t ,  unaer he  approach  t h a t  Mr. d e  Vries 
had s u g g e s t e d ,  management and t h e  Execu ve D i r e c t o r  f o r  N i c a r a g u a  
seck from t h e  a u t h o r i t i e s  a p l a n  f o r  e l i m i n a t i n g  t h e  ove rdue  payments.  

I d  seem u s e f u l  t o  a g r e e , t h a t ,  a f t e r  t h r e e  months,  management c o u l d  
t h e  s i t u a t i o n  and r e p o r t  t o  t h e  Board on p r o g r e s s  made by t h e  

es. N i c a r a g u a  would n t n e c e s s a r i l y  have t o  e l i m i n a r e  all. 

on Nicaragua and Guyana woiiLd t h e n  be c o n s f s t e n t .  The i m p o r t a n t  d i f f e r e n c e  
would be t h a t  management would e n c o u r a g e  t h e  Nica raguan  a u t h o r i t i e s  t o  
d e v i s e  a p l an  f o r  e l i m i n a t i n g  t h e  r e m a i n i n g  overdue payments o b l i g a t i o n s  
and r e p o r t  t o  t h e  E x e c u t i v e  Board on t h e i r  p r o g r e s s  i n  implementing it.. 

yments  o b l i g a t i o n s  t o  t h e  Fund by t h a t  t i m e ,  b u t  the d e c i s i o n s  

M r .  d e  Maulde c o n s i d e r e d  t h a t  t h e  oach  t h a t  the Chairman had 
d e s c r i b e d  would g i v e  the '  a p p e a r a n c e  df  s c h e d u l i n g  and would t h e r  
be f n z p p r o p r i a r e .  

Mr .  C l a r k  and Ms. Bush s a i d  tnat  t h e y  a g r e e d  w i t h  Mr. de  Maulde. 

The E x e c u t i v e  D i r e c t o r s  t h e n  c o n s i d e r e d  a d r a f t  d e c i s i o n  ( s e e  Annex TI). 

T. J o y c e  c o n s i d e r e d  t h a t  t h e  on s h o u l d  i n c l u d e  a p r o v i s i o n  
f o r  a revi-ew; which s h o u l d ' b e  h e l d  ee months,  r a t h e r  than I n  s i x .  
The a u t h r i t i e s  had i n d i c a t e d  t h a  ad been t r y i n g ,  t h u s  f a r  w i t h o u t  
s u c c e s s ,  t o  o b t a i n  f i n a n c i n k  t o  e t e  t h e  ove rdue  o b l i g a t i o n s  t o  
Fund. It would be  useful for the*Executive Board t o  have a n  a c c o u n t  
developments and t h e  f u r t h e r  e f f o r t s  t h a t  t h e  a u t h o r i t i e s  would have made 
d u r i n g  t h e  corning t h r e e  months and t h e n  t o  d e c i d e  w h e t h e r  any f u r t h e r  
a c t i o n  w a s  r e q u i r e d .  The d i s a d v a n t a g e  of  h o l d i n g  a review a f t e r  s i x  
month6 was t h a t  t h e  E x e c u t i v e  Board might  have no  a l t e r n a t i v e  b u t  t o  
d e c l a r e  Nica ragua  i n e l i g i b l e  t o  use  t h e  g e n e r a l  r e s o u r c e s  of t h e  Fund 
t h e - a u t h o r i t i e s  had s t i l l  been u n a b l e  t o  make p r o g r e s s  i n ,  r e d u c i n g  t h e  
ove rdue  payments.  The i d e a  of l l n k i n g  t h e  r e v i e w  w i t h  t h e  p r e p a r a t l o n  of 
a ' p l a n '  f o r  r e d u c i n g  t h e  ove rdue  'payments w a s  a t t r a c t i v e ,  b u t  h e  wondered 
whe the r  i t  c o u l d  be f o r m u l a t e d  w i t h o u t  g i v i n g  t h e  ap'pearance of a re'sched- 
u l i n g  d p e r a t i o n .  

Mr* F i n a i s h  s t a t e d  t h a t  ??e a g r e e d  w i t h  Mr.- Senior t h a t  t h e  revie# 
s h o u l d  b e  h e l d  a f t e r  s i x ,  r a t h e r  t h a n  three,  months. The re  was obvlout ; ly  
a f e e l i n g  among E x e c u t i v e  D i r e c t o r s  T h a t  t h e  case of Nica ragua  w a s  d i f f e r -  
e n t  f r o n  that oE Guyana, and t h a t  r e a s o n a b l e  a t t e n t i o n  had t o  be  p a i d  t o  

i f f i c u l t  s i t u a t i o n  and t o  t h e  a u t h o r i t i e s '  s t r o n g  e f f o r t  and 
t u d e  w i t h  r e s p e c t  t o  t h e  ove rdue  payments t o  t h e  Fund. 

i s r y  s a i d  t h a t  he  ag reed  w i t h  M r .  Joyce t h a t ,  I f  i t  were 
d e c i d e d  t o  h o l d  t h e  r e v i e w  after three months,  N i c a r a g u a  would n o t  have 
t o  b2 c u r r e n t  
ineligible . t o  

on i t s  o b l - i g a t i o n s  by rhen i n  o r d e r  t o  a v o i d  b e i n g  d e c l a r e d  
u s e  t h e  g e n e r a l  r e s o u r c e s  o f  t h e  Fund. During t h e  r e v i e w ,  
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D i r e c t o r s  would t a k e  i n t o  accoui l t  a l l  t h e  r e l e v a n t  f a c t o r s ,  
o u l d  be t h e  e f f o r t  t h a t  N ica ragua  had made and planned t o  

t h e  ove rdue  payments t o  t h e  Fund. 

i r o  c o n s i d e r e d  t h a t : t h e  r ev iew s h o u l d  be h e l d  a f t e r  s i x  

s. B u s h ~ r e m a r k e d  t h a t  s h e  a g r e e d  w i t h  Mr. J o y c e  t h a t  t h e  Execu t  
I d  review t h e  s i t u a t i o n  in Nica ragua  w i t h i n  three months of 

t h e  p r e s e n t  meettrig.  It p r i n c i p l e  t h a t  
arrears t o  t h e  shol t ld  be k e p t  

t a r e v i e w  a f te r  s i x  
months. 

Mr. Morre l l  s t a t e d  that  M r .  J r o p o s a l  f o r  a r ev iew a f t e r  
three months was a c c e p t a b l e .  Choo shorter o f  the t w o  p o s s i b l e  
r e v i e w  p e r i o d s  shou ld  no t  be seen a s  a r e f l e c t i o n  on t h e  e f f o r t s  .by the 
Nicaraguan a u t h o r i t i e s  t o  r e d u c e  t h e i r  ove rdue  payments t o  t h e  Fund. 

Mr. Mtei s a i d  t h a t  he p r e f e r r e d  t o  h o l d  t h e  r e  e w  a f t e r  s i x  months. 

t h a t  he  tended t o  f a v o r  h o l d i n g  rhe review 
c1.e IV c o n s u l t a t i o n .  A compromise 

might be  ro give t h r e e  months t o  send t h e  Fund a 
s t a t e m e n t  on t h e i r  p l a n s  r payments o b l i g a t i o n s .  The  
s t a t e m e n t  c o u l d  be  c i r c u l a t e d  t o  cut ive  D i r e c t o r s ,  a n y  one of whom 
c o u l d  p l a c e  i t  on t h e  azenda  o f  E x e c u t i v e  Board m e e t i n g *  

Af.ter a f u r t h e r  b r i e f  d i s c u s s  M r .  C l a r k  s a i d  t h a t  he p r e f e r r e d  
t o  h o l d  rhe review i n  t h r e e  months However, t h e  E x e c u t i v e  Board had 
a l r e a d y  a g r e e d  t o  review a l l  o u t s t  i n g  arrears  t o  t h e  Fund e v e r y  s i x  

t h e  nex t  s t a f f  paper on  t h e  ma t t e r  would p r o b a b l y  b e  circu- 
ember 1984. To p r o v i d e  some r e c o g n i t i o n  of t h e  p a r t i c u l - a r  

a r a g r a p h  4 t o  r e a d :  “The Fund acknowledged t h e  r e c e n t  p a p  
t i o n  of t h e  overcice payments and took  n o t e  of t h e  f a c t  t h a t  

of Nica ragua ,  i t  might be use fu l  t o  change t h e  open ing  

t h e  Nicaraguan authorities groposed t o  make f u r t h e r  repayments  and o f  
t h e i r  i n t e n t i o n  n o t  t o  seek a c c e s s  t o  Fund r e s o u r c e s  w h i l e  arrears t o  t h e  
Fund- remained o u t s t a n d i n g .  ” The word “ n e v e r t h e l e s s “  s h o u l d  b e  i n s e r t e d  
i; t the -beginning of t h e  subSequent  s e n t e n c e .  

The Execut ive  D i r e c t o r s  a c c e p t e d  M r .  C l a r k ’ s  p r o p o s a l  

The Chairman s u g g e s t e d  t h e  a d d i t i o n  of t h e  f o l l o w i n g  paragraph:  

The  p r e s e n t  d e c i s i o n  s h a l l  be  r ev iewed  w i t h i n  a p e r i o d  of! 
t h r e e  months from t h e  d a t e  of the d e c i s i o n .  The  Kanaging 
D i r e c t o r  w i l l  c o n s u l t  w i t h  t h e  Nicaraguan a u t h o r i t i e s  r e g a r d i n g  
t h e  prompt e l i m i n a t i o n  of the rema in jng  ove rdu5  o b l i g a t i o n s  and 
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u e a t  a n  e x t e n s i o n  of t h a t  p e r i o d  up  t o  an addi t . l .onal  
ree months  i n  t h e  light of t h e  repayment  per formance  and t h e  

I d  d i s c u s s  w% ch t h e  a u t h o r i t i e s  p o s s i b l e  means o f  promptly 
t h e  r e m a i n i n g  o v e r d u e  o b l i g a t i o n s ,  t h e  Chairman e x p l a i n e d  
t of t h e i r  actual pe r fo rmance  and t h e  p r o s p e c t s  f o r  e l i m i n a t -  
a i n i n g  arrears, h e  would d e c i d e  whe the r  o r  n o t  t o  a s k  f o r  a n  

e review period: 

The d e c i s i o n  w h e t h e r  o r  n o t  t o  post:pone t h e  formal. l e g a l  review o f  
u a t i s n  i n  Nica ragua  f o r  a f u r k h e r  t h r e e  months would be e n t i r e l y  

t o  t h e  Execu t ive  Board;  based  on a r e p o r t  by management and Mr. Sendur on  
t h e  p r o g r e s s  made by t h e  a u t h o r i t i e s  i n  eliminating t h e  r e m a i n i n g  arrears 

rher i n t e n t i o n s ,  t h e - C h a i r m a n  c o n t i n u e d .  The N i c a r a g u a n  
o u l d  know t h a t ,  if they made a r easonab ly  good e f f o r t  t o  

reduce t h e  payments arrears i n  t h e  corrllng t h r e e  months,  t h e y  m i g h t  have 
t h r e e  a d d l t i o n a l  months b e f o r e '  t h e  formal r e v i e w  was h e l d .  Mr. Sefiior 
had  e x p l a l n e d  t h a t  i t  was h i g h l y  u n l i k e l y  t h a t  t h e  a u t h o r i t i e s  wotll-d be 
a b l e  to make s i g n i f i c a n t  p rogress  i n  e d u c i n g  the overdue payments  i n  just 
Chree months.  It s h o u l d  be c l e a r l y  d e r s t o o d  t h a t ,  u n d e r  t h e  compromfse 
t h a t  he was propos ing ,  management would be  asked t o  r e a c h  a n  understanding 

e a u t h o r i t i e s  t h a t  s h o u l d  enable him t o  make i! proposa l  f o r  a 
onirh ex re r i s ion  o f  t h e  rev-lew p e r i o d  i f  N ica ragua  had n o t  s e t t l e d  

of ove rdue  payments t o  t h e  Fuad would be held on s c h e d u l e ,  
o u t s t a n d i n g  payments t o  t h e  Fund w l t h i n  three months,  T h e  general 

M r .  S e n l o r  s a i d  t h a t  tlie Chai rman ' s  proposal  was a c c e p t a b l e .  H e  
hoped t h a t  E x e c u t i v e  Directors would bear i n  mind t h e  great d i f f i c u l t y  
t h a t  Nfcaragua would have i n  mee t ing  i t s  payments  obligations i n  j u s t  

,Mr. G o m e l  n o t e d  that during the d i s c u s s i o n  no  men t ion  had %been made 
of t h e  need f o r  N ica ragua  t o  adop t  economic and f i n a n c i a l  p o l i c i e s  t o  
r e s to re  s u s t a i n a b l e  external. e q u i l i b t i u m  and d o m e s t i c  economic growth. 
D r i i f t  pa rag raph  5 c o u l d  t h e r e f o r e  be e l i m i n a t e d .  

Mr. Zhang, Mr. d e  Maulde,  and M r .  3ayawardena a g r e e d  w l t h  M r .  Gomel. 

T'ne E x e c u t i v e  Board ag reed  t o  e l i m i n a t e  d r a f t  p a r a g r a p h  5 and  
approved t h e  d e c i s i o n ,  as  amended. 

The' d e k i s i o n  was : 

1, The Managing Director has r e p o r t e d  u n d e r  Rule K - l  of 
t h e  Fund's  Rules  and R e g u l a t i o n s  t o  t h e  Executlve Board t h e  
f a c t s  on t h e  b a s i s  of which it appea red  t o  him a t  t h e  dates of 
these  r e p o r t s  t h a t  N ica ragua  w a s  n o t  f u l f i l l i n g  i t s  o b l i g a t i o n s  
under  the Articles of Agreement and s u b m i t t e d  a c o m p l a i n t  on 
March 9 ,  1984 i n  a c c o r d a n c e  w i t h  t h a t  r u l e .  The c o m p l a i n t ,  
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4 .  

amended OR April  6, 1984,  was t h a t  N ica ragua  w a s  not f u l f i l l i n g  
i t s  o b l i g a t i o n  r e l a t i n g  t o  r e p u r c h a s e s  i n  t h e  Genera l  Depar tmsnt  
i n  t h e  t o t a l  amount o f  SDR 10 ,105 ,121 .  
cornphia t  of t h e  Managing D i r e c t o r  in EBS/84/48,  Supplement 1, 
have  been communicated t o  t h e  a u t h o r i t i e s  of Nj.caragua, 

These f a c t s ,  and t h e  

2 .  S i n c e  t h e n ,  N i c a r a g u a ' s  ove rdue  f i n a n c i a l  o b l i g a t i o n s  
i n  t h e  Genera l  Depar tment  a t  f i r s t  inc . rensed  t o  a t o t a l  amount 
of  SDR 13,498,526, i n c l u d i n g  t h e  o b l i g a t i o n  t o  pay c h a r g e s  of 
SDR 215,700, b u t  were t h e n  r educed  t o  t h e  t o t a l  amomt  of 
SDR 1O,i03,379, all of which r e l a t e s  t o  r e p u r c h a s e s .  

3. Having c o n s i d e r e d  t h e  r e p o r t s  of t h e  Managing D i r e c t o r ,  
t h e  compla in t  and t h e  v iews  of N i c a r a g u a ,  t h e  Fund f i n d s  t h a t  
Nfcaragua  has  f a i l e d  t o  f u l f i l l  i t s  o b l i g a t i o n  r e l a t i n g  t o  
r e p u r c h a s e s  i n  t h e  General Depar tment  i n  t h e  t o t a l  amount of 
SDR 10,103,379. 

4 .  The Fund acknowledged t h e  r e c e n t  payment of a p o r t i o n  
of t h e  overdue  payments and took n o t e  of t h e  f a c t  t h a t  t h e  
Nica raguan  a u t h o r i t i e s  proposed t o  make f u r t h e r  r e p a y a e n t s  and 
of t h e i r  j n t e r i t i o n  not t o  seek access t o  Fund r e s o u r c e s  w h i l e  
arrears  t o  the Fund remain o u t s t a n d i n g ,  It n e v e r t h e l e s s  r e g r e t s  
the aonobse rvance  by N i c a r a g u a  of I . t s  r ema in ing  o b l i g a t i o n  and 
urges  Nica ragua  to ,  resume i t s  .obse rvance  forthwith. The Fund 
d e c i d e s ,  p u r s u a n t  t o  R u l e  K-2 of t h e  Fund ' s  Rules and Regulations, 
t h a t ' N i c a r a g u a  s h a l l  n o t  make u s e  of t h e  g e n e r a l  r e s o u r c e s  of  t h e  
Fund u n t i l  such  t i m e  a s  Nica ragua  is c u r r e n t  on i t s  o b l i g a t i o n s  
Lmder t h e  Art ic les  of  Agreement r e l a t i - n g  t o  r e p u r c h a s e s  and  t h e  
paymeut of c h a r g e s  i n  t h e  G e n e r a l  Depar tment .  

5.  The p r e s e n t  decision shall be rev iewed w i t h i n  a p e r i o d  
of t h r e e  months f rom t h e  d a t e  of t h e  d e c i s i o n .  The Managing 
Direc'tor will c o n s u l t  w i t h  t h e  Nica raguan  a u t h o r i t i e s  r e g a r d i n g  
ttie prompt  e l i m i n a t i o n  of t h e  remagning o v e r d u e  o b l i g a t i o n s  and 
may r e q u e s t  an e x t e n s i o n  of t h a t  p e r i o d  and t h e  p r o s p e c t s .  

D e c i s i o n  No. 7 7 2 0 - ( 8 4 / 8 8 ) ,  adop ted  
J u n e  6 ,  19134 

1984 flEGUI,& ELECTION OF EXECUTIVE DIXECTORS - AD HOC COMMITTEE - -l__l___ 

The Chairman proposed t h a t  an ad hoc commit tee  be e s t a b l i s h e d  t a  draw 
up ru les  f o r  t h e  1934 Regul-ar E l e c t i o n  of E x e c u t i v e  D i r e c t o r s .  

Without d i s c u s s i o n ,  t he  Execut ive  Board approved  t h e  following d e c i s i o n :  ' 

, pin a d  hoc corninit tee on t h e  Ru les  of  E l e c t i o n  f o r  t h e  1984 
Regular E lecc ion  of Execut ive Directors shall be e s t a b l i s h e d  t o  
propose ru l e s  f o r  t h e  conduc t  of t h e  f o r t h c o m i n g  r e g u l a v  e l e c t i o n  
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of Executive D i r e c t o r s  and t o  examine and s u b m i t  recommendat ions 
t o  t h e  Execut fve  Board on any r e l a t e d  m a t t e r s .  
s h a l l  be composed a s  f o l l o w s :  Mr. T v e d t ,  Chairman; Mr. A l f l d j a ,  
Mr. Donoso, Mr. F i n a i s h ,  M r .  J o y c e ,  M r .  M a l h o t r a ,  M r .  Sa l ehkhou ,  
and Mr. Wicks . 

The  Committee 

Adopted  J u n e  6 ,  1984 

APPROVED: J a n u a r y  2 2 ,  1985 

L,EO VAN HOUTVEN 
S e c r e t a r y  

I 
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1. T h e  Managing D i r e c t o r  h a s  r e p o r t e d  unde r  Rule K - 1  of t h e  F u n d ' s  

Rules and R e g u l a t i o n s  t o  t h e  E x e c u t i v e  Board t h e  f a c t s  on t h e  b a s i s  of 

which it appea red  t a  him a t  t h e  d a t e s  of t h e s e  r e p o r t s  t h a t  Guyana was n o t  

fulfilling i t s  o b l i g a t l o n s  uncler the Articles o f  Agreement and s u b m i t t e d  

a compla in t  on A p r i l  4 ,  1984 ( E B S / 8 4 / 4 7 ,  Supplement 2 )  i n  accordance w i t h  

t h a r  r u l e .  The  compla in t  vas t h a t  as  of March 3 0 ,  1984,  Guyana was n o t  

f u l f i l l i n g  i t s  o b l i g a t i o n s  r e l a t i n g  t o  r e p u r c h a s e s  a n d  t h e  payment of 

charges  I n  t h e  General 

i n c l u d i n g  both overdue 

p l a i n t  of t h e  Managing 

o f G a  ya na . 

Department i n  t h e  t o t a l  amount o f  SDR 13 ,991 ,394 ,  

r e p u r c h a s e s  and  charges.  These f a c t s  and t h e  coni- 

D i r e c t o r  have been communicated t o  t h e  a u t h o r i t i e s  
- 

2. On May 1 8 ,  1984 Guyana made a payment e q u i v a l e n t  t o  SDK 506,196 

t o  discharge p a r t  o f  t h e  o u t s t a n d i n g  semiannua l  c h a r g e s  o f  SDR. 1 ,505 ,295  

due  2 u l y  1 3 ,  1983,  r e d u c i n g  t h i s  o b l i g a t i o n  t o  SDR 999,099. S i n c e  the 

s u b m i s s i o n  by t h e  Managing Di rec to r  of the complaint on  A p r i l  4 ,  1984,  

Guyana h a s  become overdue i n  d i  s c h a r g i  ng a d d i t i o n a l  o b l i g a t i o n s  t o t a l l i n g  

S C 2  2,557,213 i n  respect o€ two r e p u r c h a s e s  d u e  A p r i l  1.6, 1 9 8 4  and May 11, 

2984 and q u a r t e r i y  charges  due May 7 ,  1 9 8 4 ,  Talciilg i n t o  accoun t  the pay- 

ments made by Guyana and the  obligations t h a t  have become overdue s i n c e  

March 30, i384, Guyanii's overdue payn~en t s  t o  t h e  Fund have increased  t o  a 

t o t a l  amount o f  SDR 16,042,411 i n  t h e  General Department.  
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3.  Having c o n s i d e r e d  t h e  r e p o r t s  of t h e  Managing D i r e c t o r ,  the 

c o m p l a i n t ,  e n d  t h e  views oE Guyana, t h e  Fund f i n d s  t h a t  Guyana has f a i l e d  

t o  f u l f i l l  i t s  o b l i g a t i o n s  unde r  t h e  Ar t ic les  o f  Agreement as  s t a t e d  in 

I and 2 above. 

' 4 .  The Fund regrets t h e  nonobse rvance  by Guyana or' i t s  obligations 

and  ~ i rges  Guyana t o  resume t h e i r  o b s e r v a n c e  f o r t h w i t h .  The  Fund decide,s, 

p u r s u a n t  t o  R u l e  K-2 of t h e  Fund ' s  R u l e  and R e g u l a t i o n s ,  t h a t  Guyana s h a l l  

aut make use of t h e  general r e s o u r c e s  of t h e  Fund u n t i l  such time as  Guyana 

i s  f u l f i l l i n g  its o b l i g a t i o n s  under  t h e  Ar t i c l e s  of  Agreement r e l a t i n g  t o  

r e p u r c h a s e s  and t h e  payment of c h a r g e s  i n  t h e  G e n e r a l  Department .  

5. The Fund a lso urges Guyana t o  a d o p t  sound economic and f i n a n c i a l  

p o l i c i e s .  
- 



_- 

Nica ragua  - Coniplaint  Under Ru le  K - l  __ - - I _ ~  

DraEt Decision 

1. The Managing D i r e c t o r  has  r e p o r t e d  under  Rule E;-l of t h e  Fund's 

Rules and R e g u l a t t o n s  t o  t h e  E x e c u t i v e  Board the f a c t s  on the b a s i s  o f  

which 3.t appeared t o  him a t  t h e  d a t e s  of t h e s e  r e p o r t s  t h a t  Ntcaragua  

w a s  n o t  f u l f i l l i r i g  i t s  o b l i g a t i o n s  u n d e r  t h e  Ar t i c l e s  of Agreement and 

submit ted a complaint an March 9 ,  1984 i n  a c c o r d a n c e  w i t h  t h a t  Rule. The 

complaint, amended o n  A p r i l  6 ,  1984,  was t h a t  Nicaragua  was n o t  f u l f i l l i n g  

i t s  o b l i g a t i o n  r e l a t i n g  t o  repurchases i n  t h e  General Departmgnr in the 

t o t a l  amount of SDR 10,105,121. These f a c t s ,  and  t h e  compl.aint  of t h e  

Managing Director :  i n  EKS/84/48 

t h e  a u t h o r i t i e s  of Njcaragua. 

Supplement 1, have been communicated to 

2 .  S i n c e  t h e n ,  N i c a r a g u a ' s  ove rdue  f i n a n c i a l  o b l i g a t i o n s  111 t h e  

General Depar tment  a t  f i r s t  i n c r e a s e d  t o  a t o t a l  amount of SDR 13 ,498 ,526 ,  

jnc?iidiug t h e  o b l i g a t i o n  t o  pay c h a r g e s  of SDR 215,700,  b u t  w e r e  t h e n  

seduced  t o  t h e  t o t a l  amount of SDK 10,103,379,  all of which r e l a t e s  t o  

r e p u r c h a s e s .  

3 .  Having c o n s i d e r e d  the  r e p o r t s  o f  t h e  Managing D i r e c t o r ,  t h e  

cornplalnt and t h e  v-Iews of Nicaragua,  t h e  Fund Ei i ids  t ha t  Nicaragua has 

f a i l e d  to ft11fil.l its obi-igation relating t o  repurchases  i n  t h e  General  

Department  in t h e  t o t a l  arnaunt o f  5DR 10,103,379. 

4 ,  'The Fund acknowledged t h e  r e c e n t  payment of a p o r t i o n  of t h e  

overdue payments but  regrets t h e  nonobservance by Nicaragua of i t s  

remainLng o b l i g a t l D n  and u r g e s  Nicaragua  t o  resume its o b s e r v a n c e  for t l i -  

witbe The Fund decides, p u r s u a n t  t o  R u l e  K-2 of the  Fund ' s  R u l e s  and 






