
NOT FOR PUBLIC USE 

INI'ERNATIONAL MONETARY FUND 

Minutes  of E x e c u t i v e  Board Meet ing 8 3 / 1 3  

3:OO p.m., J a n u a r y  1 3 ,  1983 

J. de  L a r o s i P r e ,  Chairman 
W, B. Dale, Deputy Managing D i r e c t o r  

Execu t ive  D i r e c t o r s  

J. Anson 

E.  de  Maulde 

M. F i n a i s h  

T. Hi rao  
R.  K. Joyce  
G, Laske 
G .  Lovato 
R. N. Malhot ra  

J. J. Polak  
A .  R. G. Prowst?, 
G. Salehkhou 
F. Sangare  

Zhang 2 .  

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

w. B. T s h i s h i m b i  

H.  G. S c h n e i d e r  
A. L e  L o r i e r  
3. D e l g a d i l l o ,  Temporary 
C. Dallara 
T. Alhaimus 
J a a f a r  A. 

T. Yamashita 
J. R. N .  Almeida,  Temporary 
G. Grosche 
C .  P. C a r a n i c a s  
A .  S. Jayawardens  
J. E .  S u r a i s r y  

A.  B. Diao,  Temporary 

J. Reddy, Temporary 

- 

K. G. M o r r e l l  
0. Kabbaj  
E. I .  M.  Mtei 
C. P o r t a s ,  Temporary 
L. Vidve i  
Wang E .  

L .  Van Houtven,  S e c r e t a r y  
J. A. Kay, A s s i s t a n t  

1. Xighth Genera l  Review of Quotas  - D r a f t  Repor t  t o  
I n t e r i m  Committee . . . . . . . . . . . . . . . . . . . Page 3 





Also P r e s e n t  
A s i a n  Department:  R. A. Al-Eyd. European  Depar tment :  P. J. F. Nyberg. 
External R e l a t i o n s  Department:  H. 0. Hattmann. L e g a l  Department: 
J ,  G. Evans, Jr. ,  Deputy G e n e r a l  Counse l .  Middle  E a s t e r n  Depar tment :  
G.  Tomasson. Resea rch  Department:  J. S. S t n i t h .  S e c r e t a r y ’ s  Department:  
J. W .  t ang ,  J r . ,  Deputy S e c r e t a r y ;  A. Wrigh t ,  Deputy S e c r e t a r y ;  A. P. Bhagwat. 
T r e a s u r e r ’ s  Depar tment :  H. 0 .  Haberme ie r ,  C o u n s e l l o r  and T r e a s u r e r ;  
D. Williams, Deputy T r e a s u r e r ;  M. N .  Bhuiyan,  0. R o n c e s v a l l e s ,  M. A. Tateen. 
Personal Assistant t o  t h e  Managing D i r e c t o r :  N e  C a r t e r .  Advisors  t o  
E x e c u t i v e  D i r e c t o r s :  S. R. A b i d ,  S. El -Khour i ,  H.-S. Lee, P. D. Y E r o z .  
Assistants to E x e c u t i v e  D i r e c t o r s :  E .  M. Ainley ,  H. Alaou i -Abda l l aou i ,  
H .  Arias, M. Camara, L. E .  J .  Coene, G. Ercel, I. F r i d r i k s s o n ,  G. Gomel, 
W. J. Kooymans, P. Leeahtam, W. Moerke,  V. K. S. Nair, Y. Okubo, 
J .  G. P e d e r s e n ,  C. A. S a l i n a s ,  13. I. S. Shaw, H. Suzuki ,  J. C. Williams, 
A. Yasseri, A .  A. Yousef Zhang X. 



1. EIGHTH GEfiERAl, REVIEW OF QrJOTAS - DRAFT REPORY TO 
INTERIM COMMITTEE 

The Exccuti-ge D i t e c c o r S  c o n t i n u e d  from t h e  p r e v i o u s  sess ion  (EBM/83/12, 
1/13/83} t h e i r  c o n s i d e r a t i o n  of t h e  d r a f t  (SM/82/249, Rev. 1, 1/1/83)  of  
tiiejir r e p o r t  t o  t h e  I n t e r i m  Committee on t h e  E i g h t h  G e n e r a l  Review of 
Q u o t a s ,  revised i n  t h e  l i g h t  of t h e  d i s c u s s i o n  a t  ERM/83/3 (1/4/83) .  They 
resumed t h e i r  c o n s l d e r a t i o n  of p a r a g r a p h  II. They a l s o  had b e f o r e  t h e m  a 
s h e e t  c o n t a i n i n g  f o u r  p o s s i b l e  versi.ons of pa rag raph  11, prepa red  ir, t h e  
l f g h t  of the morning's d i s c u s s i o n  (see Annex I). The f o u r  p r o p o s a l s  had 
been suggested by t h e  Managing D i r e c t o r ,  by t h e  s t a f f ,  by Mr. Malho t r a ,  
and by Mr. d e  Groote  and  M r .  Anson, r e s p e c t i v e l y .  

M r .  !-lira0 s t a t e d  that  he  would p r e f e r  t h e  s t a f f  v e r s i o n  ( v e r s i o n  Z) ,  
bu t  c h a t  he cou.ld a c c e p t  t h e  Managing D i r e c t o r ' s  v e r s i o n  ( v e r s i o n  I}, 
which vas w e l l  ba lanced  and o b j e c t i v e .  
because t h e y  made s p e c i f i c  r e f e r e n c e s  t o  a s e l e c t i v e  element  and  a n  equf- . 
propor t iona l  e l emen t .  P a r a g r a p h  11 was i n t e n d e d  t o  d e f i n e  t h e  method, 
w h i l e  the. v a r i o u s  e l e m e n t s  were t o  be d e s c r i b e d  i n  t h e  f o l l o w i n g  pa rag raphs .  

V e r s i o n s  3 and 4 were u n a c c e p t a b l e  

M r .  Zhang s a i d  t h a t  he would p r e f e r  Mr. M a l h o t r a ' s  ve r s ion  ( v e r s i o n  3 ) .  
I €  t h a t  was not a c c e p t a b l e ,  h e  would &I a l o n g  w i t h  the ve r s ion  o f  
Mr. de Groo te  and Mr. Anson ( v e r s i o n  4 1 ,  with t h e  l a s t  s e n t e n c e  of 
Mr. M a l h o t r a ' s  v e r s i o n  added. 

Mr, Laske remarked t h a t  he c o u l d  a c c e p t  e i t h e r  t h e  Managing D i r e c t o r ' s  
ve r s ion  or t h e  s t a f f ' s  v e r s i o n ,  pe rhaps  w i t h  some s l i g h t  c l a r i . f y i n g  a d d i t i o n .  
a t  t h e  end. 

M r .  Sangare obse rved  t h a t  he would s u p p o r t  Mr. M a l h o t r a ' s  v e r s i o n .  
We could  however a c c e p t  t h a t  of M r .  d e  Groo te  a a d  Mr. Anson, provided 
t h a t  t h e  last  s e n t e n c e  of Mr. Malhotra's v e r s i o n  was added  t o  i t .  

M r .  de  Maulde s a i d  t h a t  h e  p r e f e r r e d  Mr. de  Groo te ' s  a n d  Mr. Anson's 
vers ion;  i f  t ha t  was n o t  t h e  g e n e r a l  c h o i c e ,  he would go a l o n g  w i t h  t h e  
Managing D i r e c t a r ' s  t e x t .  

Mr. Polak commented t h a t  he c o u l d  a c c e p t  t he  Managing D i r e z t o r ' s  
vers fon ,  o r  M r .  M a l h o t r a ' s ,  o r  M r .  de  Groove's and Mr. Anson's.  The 
s t a f f ' s  v e r s i o n  seemed t o  him t o  be i n c o r r e c t .  The Board had no t  ag reed  
t h a t  the  whole of t h e  i n c r e a s e  s h o u l d  be d i s t r i b u t e d  i n  p r o p o r t i o n  t o  
each member's s h a r e  i n  t h e  t o t 3 1  of c a l c u l a t e d  q u o t a s .  Re had a s l i g h t  
preference € o r  Mr, M a l h o t r a ' s  v e r s i o n ,  amended t o  s a y  "and a n o t h e r  par t  
d i s E r f b u t e d  i n  p r o p o r t i o n  t o  e a c h  member's s h a r e  i n  t h e  t o t a l  of c a l c u -  
l a t e d  q u o t a s . "  

M r .  Diao s t a t e d  t h a t  h e  would p r e f e r  Mr. M a l h o t r a ' s  v e r s i o n ,  f o l l o w e d  
by che Managin8 D i r e c t o r ' s .  



EBM/83/13 - 1/13/83 - 4 -  

Mr. Schne ide r  remarked t h a t  h i s  f i r s t  p r e f e r e n c e  was f o r  t h e  t e x t  
of Mr. d e  G r o o t e  and Mr. .4nson, bu t  t h a t  he c o u l d  go a l o n g  w i t h  t h e  
Managing D i r e c t o r ' s  v e r s i o n .  

Plr. Dallara s t a t e d  t h a t  he  c o u l d  s u p p o r t  t h e  v e r s l o n  e i t h e r  of t h e  
Managing D i r e c t o r  o r  of t h e  staff, prov ided  t h a t  t h e  s t a f f  v e r s i o n  w a s  
amended to  t a k e  accoun t  of Mr. Polak ' s  p o i n t .  The e a s i e s t  way of do ing  
t h a t  might be t o  i n s e r t  t h e  words "at least  p a r t  of" i n  t h e  second sen-  
t e n c e ,  which would t h e n  r ead :  " A f t e r  l o n g  d e l i b e r a t i o n ,  t h e  E x e c u t i v e  
Board a g r e e s  that :  a t  l e a s t  p a r t  of t h e  i n c r e a s e  s h o u l d  be d i s t r i b u t e d  i n  
p r o p o r t i o n  t o  e a c h  member's s h a r e  i n  t h e  t o t a l  of c a l c u l a t e d  q u o t a s . "  

M r .  Anson s a i d  t h a t ,  pe rhaps  r a t h e r  n a t u r a l l y ,  h e  p r e f e r r e d  t h e  
v e r s i o n  by Mr. de  Groo te  and h i m s e l f .  He c o u l d  a l s o  a c c e p t  t h e  Managing 
D i r e c t o r ' s  v e r s i o n ,  a l t h o u g h  t h e  l a s t  s e n t e n c e  was r a t h e r  c o m p l i c a t e d  
and might  b e  s i m p l i f i e d  t o  r ead :  "Most D i r e c t o r s  a l s o  a g r e e  t h a t  a p a r t  
of t h e  o v e r a l l  i n c r e a s e  s h o u l d  be d i s t r i b u t e d  i n  p r o p o r t i o n  t o  each  
member's p r e s e n t  quota ."  

M r .  F i n a i s h  i n d i c a t e d  t h a t  he  cou ld  go a l o n g  w i t h  t h e  s t a f f ' s  version‘, 
and p o s s i b l y  t h e  Managing Director 's .  

M r .  S u r a i s r y  c o u l d  a c c e p t  M r .  M a l h o t r a ' s  v e r s i o n  o r  t h e  Managing ._ 
D i r e c t o r ' s .  

Mr. P o r t a s  observed  t h a t  h i s  p r e f e r e n c e  would be f o r  Mr. M a l h o t r a ' s  
v e r s i o n ,  fo l lowed  by t h e  Managing D i r e c t o r ' s .  

M r .  Prowse commented t h a t  h i s  p r e f e r e n c e  would be f o r  t h e  Managing 
D i r e c t o r ' s  v e r s i o n ,  fo l lowed  by t h a t  o f  M r .  d e  Groote  and  M r .  Anson, 
providc.1 t h a t  t h e  term " t h e  se lec t ive  i n c r e a s e "  was r e p l a c e d  by t h e  
p h r a s e  " p a r t  of t h e  t o t a l  i n c r e a s e , "  and  t h a t  t h e  s e n t e n c e  c o n t i n u e d ,  and 
pa r t  s h o u l d  be d i s t r i b u t e d  i n  p r o p o r t i o n  t o  e x i s t i n g  q u o t a s .  I n  t h e  
Managing D i r e c t o r ' s  v e r s i o n ,  t h e  f i n a l  c l a u s e ,  namely,  "each member's 
p r e s e n t  quota  s h o u l d  be i n c r e a s e d  by the same p e r c e n t a g e "  pe rhaps  needed 
t o  be q u a l i f i e d ;  a s  i t  s t o o d  it gave t h e  i d e a  of a n  a d d i t i o n a l  i n c r e a s e .  

M r .  Reddy s a i d  t h a t  h i s  f i r s t  p r e f e r e n c e  would be f o r  Mr. M a l h o t r a ' s  
v e r s i o n ;  he  c o u l d  a l s o  go a l o n g  w i t h  t h a t  of M r .  d e  Groote  a n d  Mr. Anson. 

M r .  Zhang i n q u i r e d  what was meant by " t a k i n g  i n t o  a c c o u n t  t h e  v a r i o u s  
aims n o t e d  i n  pa rag raph  9 above" i n  t h e  Managing D i r e c t o r ' s  v e r s i o n .  I f  
aims were to be b rough t  i n t o  t h e  p a r a g r a p h ,  i t  would be n e c e s s a r y  t o  
ment ion  t h e  d e s i r e  t o  avo id  chang ing  t h e  b a l a n c e  among g r o u p s ,  a v o i d i n g  
a b r u p t  changes ,  and a l l  t h e  o t h e r s .  

The  Chairman remarked t h a t  M r .  Zhang ' s  p o i n t  c o u l d  be m e t  by r e f e r r i n g  
t o  t h e  second e lement  a s  " t h e  element t h a t  i s  i n t e n d e d  t o  assure  a meaning- 
f u l  increase i n  q u o t a s  f o r  each  m e m b e r "  and going  on t o  r e f e r  to avoiding 
a b r u p t  changes  i n  q u o t a  shares.  There  were two purposes  i n  insisting o n  
e q u i p r o p o r t  Fonal increases: t o  assure ii mean ingfu l  increase i n  q u o t a s  f o r  
each member a n d  t o  a v o i d  a b r u p t  changes  i n  quo ta  s h a r e s .  
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Mr. H a l h a t r a  remarked t h a t  a l l  t h e  versions other t h a n  h i s  own tended 
t o  t r ea t  e q u i p r o p o r t i o n a l  i n c r e a s e s  as i n c i d e n t a l .  We had thought t h a t  
t h e  main o b j e c t  of pa rag raph  11 was t o  d e s c r i b e  t h e  method t o  he used t o  
d i s t r i b u t e  t h e  i n c r e a s e  i n  q u o t a s .  I f  t h a t  was s o ,  i t  uas  s u r e l y  i n p c s -  
s i b l e  t o  s a y  t h a t  tl-se E x e c u t i v e  Board a g r e e d  t h a t  the a d j u s t m e n t  of 
p r e s e n t  q u o t a s  b e t t e r  t o  r e f l e c t  t h e  economic p o s f t i o n  of member countries 
should  be made in p r o p o r t i o n  t o  e a c h  member's s h a r e  in t h e  t o t a l  of c a l c u -  
l a t e d  q u o t a s .  The p r e s e n t  t e x t  gave t h e  i m p r e s s i o n  t h a t  the I n t e r i m  
Commit tee 's  d i r e c t i v e  c o u l d  be complied w i t h  by distributing the  w h o l e  of 
t h e  i n c r e a s e  in p r o p o r t i o n  t o  each  member's s h a r e  i n  t h e  total of calcu- 
l a t e d  q u o t a s .  

The Chairman i n d i c a t e d  t h a t  t h a t  w a s  no t  t h e  i n t e n t i o n .  

M r .  J o y c e  s a i d  t h a t  h e  would p r e f e r  e i t h e r  t h e  Planaging D i r e c t o r ' s  
v e r s i o n  o r  t h a t  c f  t h e  s t a f f .  

Mr. Salehkhou,  however,  s a i d  t h a t  he  cc,uld go a l o n g  w i t h  Mr. M a l h o t r a ' s  
v e r s i o n .  

The S e c r e t a r y  i n d i c a t e d  t h a t  t h e  Managing D i r e c t o r ' s  v e r s i o n  had 
found most a c c e p t a n c e ,  as e i t h e r  t h e  f i r s t  o r  t h e  second c h o i c e  of E x e c u t i v e  
Dir.ectors.  

M r .  Anson s u g g e s t e d  t h a t  t h e  l anguage  of the f i r s t  part  of the second 
s e n t e n c e  might be "After l.ong d e l i b e r a t i o n ,  t h e  E x e c u t i v e  Board a g r e e d  
t h a t  t h e  element  i n  t h e  i n c r e a s e  t h a t  was i n t e n d e d  t o  b e t t e r  r e f l e c t  t h e  
r e l a t i v e  economic p o s i t  ion of member c o u n t r i e s  s h o u l d  be d i s t r i b u t e d  i n  
p r o p o r t i o n  t o  each  member's s h a r e  i n  t h e  t o t a l  of c a l c u l a t e d  q u o t a s .  .. ." 

M r .  Polalc t h e n  s u g g e s t e d  t h a t  t h e  l a s t  l i n e  as p r e v i o u s l y  arnended 
by Mr. h s o a  c o u l d  be f i t t e d  d i r e c t l y  t h e r e t o ,  r e a d i n g  "and t h e  element: 
t h a t  i s  i n t e n d e d  t o  a s s u r e  a m e a n i n g f u l  i n c r e a s e  i n  q u o t a s  f o r  each  
member (and t o  avo id  a b r u p t  changes i n  q u o t a  s h a r e s )  s h o u l d  be d i s t r i b u t e d  
i n  p r o p o r t i o n  t o  each member's presen t  q u o t a o "  

Mr, J o y c e  remarked t h a t  Mr. P o l a k ' s  s u g g e s t i o n  would c l e a r l y  meet 
t h e  c a s e  if i n  f a c t  t h e r e  was no D i r e c t o r  who i n s i s t e d  tha: there  s h o u l d  
be no e q u i p r o p o r t  i o n a l  i n c r e a s e .  O t h e r w i s e ,  i t  would s t i l l  bc n e c e s s a r y  
t o  r e f e r  t o  "most D i r e c t o r s . "  

Mr. H i r a o  s t a t e d  t h a t  he had no o b j e c t i o n  a t  111 t o  i n t r o d u c i n g  f h e  
p h r a s e  " t h e  element  t h a t  i s  i n t e n d e d  t o  assure a mean ingfu l  i n c r e a s e  i n  
q u o t a s  f o r  each member." There was no need Eo r e fe r  t o  a n  e q u l p r o p o r t i o n a l  
i n c r e a s e  because ,  even i n  i t s  p u r e  fo rm,  Method 3 by i t s  v e r y  n a t u r e  
i n c l u d e d  some e q u i p r o p o r t  i o n a l  i n c r e a s e .  

Mr. Laske commented t h a t  t h e  p o i n t  abou t  a v o i d i n g  a b r u p t  changes had 
a l r e a d y  been  i n c l u d e d  toward t h e  end of p c ' r a g t a p h  9. He doubted w h e t h e r  
t h e  r e p e t i t i o n  was n e c e s s a r y .  
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After Eurrhar dfscusston it vas a g r e e d  t h a t  t h e  s e n t e n c e  should read 
"After  lmig deliberatfan, t h e  E x e c u t i v e  Board agreed t h a t  t h e  e l e m e n t  i n  
trha increase t h a t  is intended t o  better reflect t he  r e l a t i v e  economic 
p w i t i ~ ~ ~  of member countries should be distributed i n  p r o p o r t i o n  LO each 
aember's share in t h e  totct'f. of calculated qmtas, and t h e  e lewnt  t h a t  it 
intcEded t o  assure a mesnPngfu1 increase i n  quotas f o r  each member, and 
t o  awLd abrupt changes in q ~ t . a  shares, should be d i s t r i b u t e d  i n  propor- 
t i o n  t o  each member's present quota." 

"he paragraph was renumbered paragraph 10. 

- Paragraph 12 

Mr, Pruwse s u g g e s t e d  the d e l e t i o n  o f  the word " y e t "  i n  the f i r s t  l i n e ,  
Ttze tmplicativri of " y e t "  was t h a t  i n  a given p e r i o d  OF t i m e  consenLus 
uoulc' be reached .  It migh t  be b e t t e r  t o  a v o i d  t h a t  i m p l i c a t i o n .  

Mr. Lavato s u g g e s t e d  that the  r e f e r e n c e s  t o  e q u i p r o p o r t i a n a l  a n d .  
s e l e c t i v e  increases shou ld  be r e v e r s e d ,  i n  o r d e r  t o  c o r r e s p o n d  w i t h  t h e  
order  i n  p a r a g r a p h  11. 

Mr. S u r a l s r y  atxi M r .  J o y c e  s u g g e s t e d  t h a t  t h e  whole of t h e  second 
haLf of t h e  paragraph, r e f e r r i n g  t o  t h e  t a b l e s  and t h e  docuzent c o n t a i n i n g  
t n d i v f d u a l  quo ta  c a l c u l a t i o n s ,  s h o u l d  be placed i n  a foo tno te .  

M r .  Vldvei  agreed, a s k i n g  t h a t  I n t e r n a t i o n a l  F i n a n c i a l  S t a t i s t i c s  
should be s p e l l e d  out in f u l l .  

Mr, Laske  commented that t h e  t e r m  " a d j u s t m e n t  c o e f f i c i e n t "  a p p e a r e d  
i n  t h e  t a b l e s  annexed t o  t h e  r e p o r t ,  b u t  t h a t  i t  was nowhere d e f i n e d  i n  
t h e  report itself. H e  wondered w h e t h e r  i t  would n o t  be p o s s i b l e  t o  
insert t h e  words "the ad jus tment  c o e f f i c i e n t "  i n  p a r e n t h e s e s  a f t e r  t h e  
clause " t h e  t a b l e s  a l s o  show f o r  e a c h  c a l c u l a t i o n  t h e  e x t e n t  t o  which 
q u o t a  shares a t e  a d j u s t e d  rcjwsrd s h a r e s  i n  c a l c u l a t e d  quotas ."  

Mr. de  tz tulde s t a t e d  t h a t  he c o u l d  agree w i t h  a l l  t h e  proposed 
changes.  

M r .  P l a l h a t r a  s u g g e s t e d  that t h e  e x i s t i n g  f o o t n o t e  migh t  n o t  b e  
He had rio o b j e c t i o n  t o  the d e f i n i t i o n  of t h e  ad jus tmen t  necessary. 

c o e f f i c i e n t  

Mr. F i r a I s h ,  however,  said t h a t  i t  would  be p r e f e r a b l e  t o  r e t a i n  t h e  
foo tno te ,  

It was agreed t o  r e t a i n  t h e  p r e s e n t  f o o t n o t e  i n  p a r e n t h e s e s .  

me p a r a g r a p h  was renumbered p a r a g r a p h  11. 
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P a r a g r a p h  13 

Mr. H i r a o  r e f e r r e d  t o  t h e  Chairman's  summing u p  of t h e  mee t ing  on 
December 21,  1982 (EB/CQuota/Meeting 8 2 / 1 9 ) ,  where he  had d e s c r i b e d  t h e  
a t t i t u d e  of E x e c u t i v e  D i r e c t o r s  t o  t h e  amount o f  a d j u s t m e n t  t hey  d e s i r e d .  
He had mentioned t h a t  between t h e  l a r g e s t  a d j u s t m e n t  c o e f f i c i e n t  o f  3 2  p e r  
c e n t - - u s i n g  Method 3--and t h e  l o w e s t  f i g u r e  of 8 p e r  c e n t  i n  a Fund s i z e  
of  SDR 90 b i l l i o n ,  t h e r e  was a zone f o r  compromise and rapprochement .  
T h a t  d e s c r i p t i o n  shou ld  be r e f l e c t e d  i n  t h e  D i r e c t o r s '  message t o  t h e  
members of t h e  I n t e r i m  Committee. The o p e n i n g  words  o f  parag raph  13 
s h o u l d  t h e r e f o r e  be "Some E x e c u t i v e  D i r e c t o r s  s t r e s s e d . .  ." r a t h e r  t h a n  
"A few E x e c u t i v e  D i r e c t o r s  s t r e s s e d . . . . "  Second,  a t  t h a  end G =  t h e  para- 
g r a p h  i t  would be f a i r  t o  s a y  t h a t  "an i n t e r m e d i a t e  p o s i t i o n  i s  h e l d  by 
o t h e r  D i r e c t o r s  who f e e l  t h a t  60-80 per c e n t  of t h e  o v e r a l l  i n c r e a s e  
s h o u l d  be hevo ted  t o  e f f e c t i n g  s e l . e c t i v e  i n c r e a s e s  i n  q u o t a s . "  I t  was 
n e c e s s a r y  t o  change t h e  f i g u r e s  from t h e  e x i s t i n g  50-70 pe r  c e n t  because  
t h e  Chairman's  summing u p  and T a b l a  2 o f  SM/82/249, Kevis ioi i  1, i m p l i e d  
t h a t  t h e  i n t e r m e d i a t e  p o s i t i o n  t a k e n  by a number of  D i r e c t o r s  was t h a t  
between 62 p e r  c e n t  and 7 8  p e r  c e n t  of t h e  o v e r a l l  i n c r e a s e  s h o u l d  be 
devoted t o  e f f e c t i n g  s e l e c t i v e  i n c r e a s e s  f o r  an a d j u s t m e n t  coefficient 
of 20-25 p e r  c e n t  and a Fund s i z e  of SDR 90 b i l l i o n .  T h i r d ,  i n  T a b l e  2 
on page 1 2 ,  a column s h o u l d  be i n s e r t e d  showing an appor t ionmen t  of  over-  
a l l  i n c r e a s e  i n t o  e q u i p r o p o r t i o n a l / s e l e c t i v e  i n c r e a s e s  of 20/80, which 
would be column (8).  An o p t i o n  w i t h  a 25  per  cent a d j u s t m e n t  c o e f f i c i e n t  
based on a 22 /78  appor t ionmen t  had caused  c o n s i d e r a b l e  i n t e r e s t  d u r i n g  t h e  
ear l ier  d i s c u s s i o n .  I f  t h e  r e p o r t  was t o  r e f l e c t  t h e  d e b a t e s  c o r r e c t l y ,  
t h e  a d d i t i o n a l  column would be e s s e n t i a l .  

Making o t h e r  s u g g e s t i o n s  f o r  changes i n  l a n g u a g e ,  Mr. Hi rao  a sked  
t h a t  i n  t h e  f i r s t  s e n t e n c e  of p a r a g r a p h  1.3, a f t e r  t h e  p h r a s e  " i n  c a i c u -  
l a t e d  qrlotas," t h e r e  s h o u l d  be i n s e r t e d  t h e  v o r d s  "and i n  view of t h e  
l i m i t e d  d e g r e e  of ad j u s t n e n t  unde r  t h i s  method." The s e n t e n c e  r e a d i n g ,  
"This would imply t h a t  t h e r e  would n o t  be a n  e q u i p r o p o r t i o n a l  i n c r e a s e  
i n  q u o t a s "  was r e d u n d a n t ;  h e  would l i k e  t o  replace i t  hy a s e n t e n c e  
r e a d i n g ,  "Each member w i l l  r e c e i v e  some i n c r e a s e  in q u o t a  under  t h i s  
rue thod . " 

M r .  Laske  s u p p o r t e d  a l l  t h e  changes  proposed by MI:. Hirao .  

M r .  de  Maulde s t a t e d  t h a t  he, l i k e d  p a r a g r a p h  13. His own t a l l y  would 
have l e d  h i i  t o  wri te ,  " A  v e r y  few E x e c u t i v e  D i r e c t o r s "  a s  the f i r s t  words .  

M r .  Lovato, Mr. V i d v e i ,  and Mr. P o l a k  s u p p o r t e d  t h e  changes p u t  
fo rward  by Mr. H i r a o .  

The Chairman, commenting on Mr. N i r a o ' s  p r o p o s a l  t h a t  t h e  f i g u r e s  
"50-70 p e r  c e n t "  s h o u l d  read "60-80 per  c e n t "  a t  t h e  end of t h e  p a r a g r a p h ,  
remarked t h a t  t h e  p r o p o r t i o n  of  any i n c r e a s e  t3 be devo ted  t o  a s e l e c t i v e  
i n c r e a s e  i n  q u o t a s  would depend on t h e  u l t i m a t e  s i z e  of t h e  Fund. 
Mr. H i r a o ' s  p r o p o s a l  t o  change t h e  p r o p o r t i o n  f rom 50-70 p e r  c e n t  t o  
60-80 p e r  cent would be  presuming t h a t  t h e  u l t i m a t e  s i z e  of t h e  Fund would 



be SDR 90 b i l l i o n .  From T a b l e  3 ,  i t  was e v i d e n t  t h a t  i f  t h e  s i z e  o f  t h e  
Fund were SDR 100 b i l l i o n  w i t h  a n  ad j t l s tment  c o e f f i c i e n -  of between 2 0  p e r  
c e n t  and 25 p e r  c e n t ,  t h e  p r o p o r t i o n  ti\ be devo ted  t o  a s e l e c t i v e  i n c r e a s e  
would be between 50 p e r  cent and 66 p e r  c e n t ,  f i g u r e s  t h a t  would f i t  n i c e l y  
i n t o  t h e  r a n g e  50-70 p e r  cen t .  In c h o o s i n g  t h e  f i g u r e s  50-70 p e r  c e n t ,  t h e  
s t a f f  had had no i o t e n t i o n  a t  a l l  of r e d u c i n g  t h e  ad jus tmen t  c o e f f i c i e n t .  

Nr, Laske s u g g e s t e d  t h a t  i n s t e a d  of h a v i n g  p r e c i s e  numbers, i t  might  
be poss ib l e  'to s a y  " s i g n i f i c a n t l y  more t h a n  50 p e r  c e n t  of t h e  o v e r a l l  
i n c r e a s e .  " 

N r .  D a l l a r a  s a i d  t h a t  h e  c o u l d  s u p p o r t  Mr. H i r a o ' s  p r o p o s a l  t o  change  
t h e  f i g u r e s  t o  60-80 per c e n t ,  b u t  he  would l i k e  t o  add a p h r a s e  r e a d i n g ,  
"keeping  i n  mind t h a t  such  v iews  depend i n  p a r t  on t h e  s i z e  of t h e  Fund." 
A s  t o  M r .  H i r a o ' s  e a r l i e r  p r o p o s a l ,  namely,  t o  i n s e r t  t h e  words " i n  v iew 
of t h e  limited d e g r e e  of a d j u s t m e n t  unde r  t h i s  method" i n  t h e  t h i r d  l i n e  
of paragraph  13, t h e r e  might  be some room f o r  i n t e r p r e t a t i o n  of  t h e  word 
" l i m i t e d . "  He wondered w h e t h e r  t h e  E x e c u t i v e  D i r e c t o r s  t o  whose p o s i t i o n  
t h e  pa rag r sph  r e f e r r e d  c o u l d  a c c e p t  t h e  i n s e r t i c n  of t h e  c l a u s e  "what t h e y  
c o u s i d e r e d  t o  be" s o  t h a t  t h e  s e n t e n c e  wou ld  r e a d ,  "and i n  view of 'what 
t h e y  c o n s i d e r e d  t o  be t h e  l i m i t e d  d e g r e e  of a d j u s t m e n t  unde r  t h i s  method." 

Mr. d e  Eiaulde s a i d  t h a t  h e  c o u l d  a g r e e  w i t h  Mr. Laske and Mr, Dal lara ,  
p r e f e r a b l y  s a y i n g  "50 p e r  c e n t  o r  more" r a c h e r  t h a n  " s i g n i f i c a n t l y  more 
t h a n  50 p e r  cent . "  

.-  

Mr. Prowse s u p p o r t e d  a l l  Mr. H i r a o ' s  p r o p o s a l s .  He was a l s o  happy 
w i t h  Mr. d e  X a u l d e ' s  s u g g e s t i o n .  On page  7 ,  i n  l i n e  4 ,  . he  would p r e f e r  
t o  s u b s t i t u t e  t h e  word "more" f o r  t h e  word " b e t t e r , "  s i n c e  t h e  I n t e r i m  
Committee i t s e l f  had u s e d  t h e  word "more." He d i d ,  however,  have  some 
difficulty w i t h  t h e  l i n k a g e s  be tween t h e  v a r i o u s  p a r t s  of t h e  pa rag raph ,  
and p a r t i c u l a r l y  w i t h  t h e  u5e  of  t h e  c o n j u n c t i o n a l  p h r a s e s  "on t h e  o t h e r  
hand"  a n d  "however." 

M r .  Malho t ra  remarked t h a t  h e  c o u l d  a g r e e  w i t h  M r .  Hirao's p r o p o s a l s ,  
i n s o f a r  as t h e y  were i n t e n d e d  e i t h e r  t o  r e p r e s e n t  t h e  views of  t h e  group 
d e s c r i b e d ,  o r  to be mat te rs  of f a c t .  On t h e  o t h e r  hand,  h e  had a problem 
w i t h  s e v e r a l  o t h e r  a s p e c t s  af t h e  pa rag raph .  I n  t h e  f i r s t  p lace ,  t h e  
p o s i t i o n  of a number of E x e c u t i v e  Directors who had wanted a minimum of 
75 per c e n t  e q u i p r o p o r t i o n a i . i t y  a p p e a r e d  t o  have been d i l u t e d  twice o v e r .  
The re  had been an a d m i r a b l e  statertiem of t h e i r  p o s i t i o n  i n  t h e  p r e v i o u s  
d r a f t ,  2nd h e  d i d  n o t  u n d e r s t a n d  wny i t  s h o u l d  have been a l t e r e d .  The 
p r e s e n t  t e x t  s a i d  t h a t ,  "a number of Directors b e l i e v e  t h a t  a s i g n i f i c a n t  
p a r t ,  of t h e  o r d e r  of two t h i r d s  t o  t h r e e  q u a r t e r s ,  of! t h e  o v e r a l l  
i n c r e a s e  i n  q u o t a s  s h o u l d  be d i s t r i b u t e d  as an e q u i p r o p o r t i o n a l  increase 
i n  q u o t a s . "  T h e  p o s i t i o n  of  t h e  g roup  of D i r e c t o r s  who f a v o r e d  a 75 pe;' 
csni: e q u i p r o p o r t i o n a l  e l emen t  ough t  t o  be more f u l l y  s p e l l e d  o u t .  Ke 
would t h e r e f o r e  s u g g e s r  d e l e t i n g  t h e  words " two t h i r d s  t o "  i n  t h a t  sen- 
t e n c e .  H e  r eca l l ed  Khat i n  t h e  t a b l e s  produced w i t h  the p r e v i o u s  p a p e r ,  
t he re  had o n l y  been columns f o r  a n  appor t ionmen t  o f  5 0 / 5 0  and 75 /25  i n  
t h e  ratio of e q u i p r o p o r t i o n a l i t y  t o  s e l e c t i v i t y ,  and  h e  had t h e r e f o r e  
a s k e d  f o r  an i n t e r m e d i a t e  column, 6 6 . 7 / 3 3 . 3 ,  to be  i n s e r t e d .  f lowever ,  
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he had not wished t u  dilute t h e  posi t iorz  of as many 29 B ~ V ~ R  E x e c u t i v e  
DirectorsJ who represented 21 p e r  cent of the v o t e s .  Tn L i n e  4 on 
page 7--of paragraph 13--he would l i k e  t o  insert a sentence reading: 
"ihey n o t e d  t h a t  under a21  a l t e r n a t i v e  c a l c u l a r i o n s  the share of t h e  
nun-o i l  developing c o u n t r i e s ,  taken as a group, d e c l i n e d ,  and b e l i e v e d  
t h a t  a large e q u i p r o p o r t i o n a l  component would h e l p  t o  n i n i a i z e  t h e  
decerLorat ion f n  t h e i r  r e l a t i v e  position. " 

As t o  t h e  l a s t  s e n t e n c e  i n  paragraph 13, Mr. Malhotra s a i d  t h a t  t h o s e  
who b e l i e v e d  t h a t  75 per cent  of the distribution of t h e  i n c r e a s e  s h o u l d  
he e q u i p r o p o r t i o n a l  d i d  n a t  l i k e  t h e  views of those D i r e c t o r s  who p r e f e r r e d  
50-80 per c e n t  o f  t h e  i n c r e a s e  d i s t r i b u t e d  on a s e l e c t i v e  basis being  
d e s c r i b e d  as "an i n remed ia t e  pos i t i on , "  T h a t  m i g h t  g ive  t h e  i m p r e s s i o n  
t h a t  t h a t  view w a s  t h e  more r e s s o n a b l e  one. He wculd  p r e f e r  simply t o  say  
tha: " o t h e r  G i r e c t o r s  f e e l  t h a t  50 per c e n t  o r  more of t h e  o v e r a l l  i n c r e a s e  
shou ld  be devoted  t o  ef f e c t i r i g  se1ec:ive increases i n  quotas .  " 

Wr. Kaubaj  s a i d  that he wciuid s u p p o r t  Mr. Plalhotra 's  p o s i t i o n  on 
paragrapn  13. I f  a r a n g e  had  t o  be i n s e r t e d  h e  woula p r e f e r  6 6 . 7 / 3 3 . 3  
r a t h e r  t h a n  50-70; Mt. M a l h o t r a ' s  f i g u r e s  seemed t o  be a more ba lanced  
r e p r e s e n t a t i o n  of t h e  views of tne E x e c u t i v e  Board. He would a l s o  d e l e t e  
t h e  words " i n t e r m e d i a t e  p o s i t i c n "  as  s u g g e s t e d  by Mr. ir laihotra.  

M r .  Anson s u g g e s t e d  t h a t  i n s t c a d  of t h e  c l a u s e  ''what t h e y  c o n s i d e r e d ' '  
which had been inser ted i n  Mr. Hirao'c3 a d d i t i o n  i n  Line 3 ,  i t  would be 
s i m p l e r  t o  d e l e t e  t h e  word "Limi ted ."  The s e n t e n c e  would be s h o r t e r ,  
and t h e  meaning would be t h e  same. He c o u l d  accept  t h e  r ema inde r  of 
M r .  H i r a o ' s  p r o p o s a l s  t o g e t h e r  w i t h  Mr. M a l h o t r a ' s  e m e n d a t i o n  of t h o s e  
s e n t e n c e s  which e x p r e s s e d  M r .  M a l h o t r a ' s  p o i n t  of view. As t o  t h e  l a s t  
s e n t e n c e  O F  t h e  pa rag raph ,  w i t h  i t s  r e f e r e n c e  t o  an  " i n t e r m e d i a t e  p o s i t i o n ,  " 
h e  a g r e e d  w i t h  Mr. H a l h o t r a  t h a t  t h e  s e n t e n c e  v a s  u n f o r t u n a t e l y  p l a c e d .  
The s e n t e n c e  d i d  n o t  d e s c r i b e  an i n t e r m e d i a t e  p o s i t i o n  between t h e  two 
views i n  t h e  i m e d t a t e l y  p r e c e d i n g  p a s s a g e ,  which r e f e r r e d  t o  chose who 
~ , i o u g h t  i t  i m p o r t a n t  t o  l o o k  a t  r h e  p o s i t i o n  of  groups  and t h o s e  l ~ h o  
t h o u g h t  it i m p o r t a n t  t o  l o o k  a t  t h e  p o s i t i o n  of i n d i v i d u a l  members. T h e  
D i r e c t o r s  who f e l t  t h a t  50-70 p e r  cent  of t h e  overdl1 i n c r e a s e  should  b e  
devo ted  t o  e f f e c t i n g  s e l e c t i v e  i n c r e a s e s  i n  q u o t a s  fe l l .  i n t e r m e d i a t e l y  
between t h e  two sets of D i r e c t o r s  ment ioned  a t  t h e  beg inn ing  O E  t h e  para-  
g r a p h ,  namely, between t h o s e  who though t  i t  a p p r o p r i a t e  t o  make t h e  whole 
d i s t r i b u t i o n  i n  t h e  form of s e l ec t ive  a d j u s t m e n t s  and t h o s e  who wished  t o  
see two t h i r d s  t o  t h r e e  q u a r t e r s  t a k e  t h e  form o f  an e q u i p r o p o r c i o n a l  
i n c r e a s e .  The most r e a d a b l e  way of d e a l i n g  w i t h  t h e  m a t t e r  wou1.d be t o  
have a paragraph  c o n t a i n i n g  t h e  a rguments  a b o u t  g roups  and i n d i v i d u a l  
members, fo l lowed by a pa rag raph  d e a l i n g  e n t i r e l y  w i t h  f i p r e s .  Alter- 
n a t i v e l y ,  t h e  whols  s e n t e n c e  r e f  e r r i n g  t o  t h e  " i n t e r m e d i a t e  p o s i t i o n "  
c o u l d  be s h i f t e d  t o  become t h e  f o u r t h  s e n t e n c e  i n  t h e  paragraph. As t o  
t h e  f i g u r e  i t s e l f ,  "50 p e r  c e n t  o r  mcre,  depending  on t h e  s i z e  of  t h e  
Fsnd"  was probably  t h e  f a i r e s t  d e s c r i p t i o n .  

M r .  H i r a o  f e l t  t h a t  i t  would be d s s i r a b l e  t o  k e e p  t h e  word " l i m i t e d . "  
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Mr. Joyce  remarked t:.at he c o u l d  accept Mr. Hirao's l a n g u a g e ,  w i t h  
o r  w i t h o u t  Mr- D a l l a r a ' s  m o d i f i c a t i o n .  
a d j e c t i v e  " l i m i t e d "  i n  d e s c r i b i n g  t h e  d e g r e e  of a d j u s t m e n t ,  a n d  he c o u l d  
a g r e e  w i t h  M r .  Anson r e g a r d i n g  t h e  r e o r d e r i n g  of t h e  pa rag raph .  He had 
no d i f f i c u l t y  w i t h  what Mr. M a l h o t r a  h a d  s a i d  p r o v i d e d  t h a t  t h e  s e n t e n c e  
r e g a r d i n g  t h e  need f o r  q u o t a  increases t o  be based on members' i n d i v i d u a l  
p o s i t i o n s  was r e t a i n e d .  IKI t h e  l a s t  s e n t e n c e ,  t h e  p h r a s e  "more t h a n  50 p e r  
cent" was p r o b a b l y  more s a t i s f a c t o r y  t h a n  "50-70 p e r  cent ."  
of page 7 ,  however,  he  would l i k e  t o  a v o i d  a t t r i b u t i n g  the wi:h "to e n s u r e  
that-  each member r e c e i v e s  a m e a n i n g f u l  increase in i t s  q u o t a "  t o  t h e  
D i r e c t o r s  i n t e r e s t e d  i n  making two t h i r d s  t o  t h r e e  q u a r t e r s  of t h e  o v e r a l l  
increase e q u i p r o p o r t l o n a l .  No doub t  t h o s e  D i r e c t o r s  so wi shed ;  but i t  
seemed l i k e l y  t h a t  a l l  o t h e r  D i r e c t o r s  d i d  s o  as  w e l l .  It might  be b e t t e r  
t o  p l a c e  t h e  c l a u s e  toward t h e  end of t h e  p a r a g r a p h .  

It was essent ia l  t o  keep  t h e  

A t  che t o p  

Mr. Zhang commented t h a t  i n  t h e  second  l i n e  of pa rag raph  13  i t  seemed 
l i k e l y  that  t h e  a d j e c t i v e  "many" s n o u l d  read "a s i g n i f i c a n t  number o f "  
members. I n  t h e  p e n u l t i m a t e  l i n e ,  t h e  p h r a s e  "50 per c e n t  o r  more, 
depend ing  lipon t h e  s i z e  of t h e  Fund" was r a t h e r  d i f f e r e n t  from 53-70 per  
cent  of the, o v e r a l l  i n c r e a s e .  I n  o r d e r  t o  know what was meant by t h e  
50 p e r  cent o r  more, i t  would a l s o  be n e c e s s a r y  t o  know t h e  i n t e n d e d  s i z e  
of t h e  Fund. 

The Deputy T r e a s u r e r  e x p l a i n e d  t h a t  p a r a g r a p h  7 had f i n i s h e d  w i t h  
- 

t h e  s e n t e n c e  " i n  t h e  cour'de of d i s c u s s i o n ,  most D i r e c t o r s  had i n d i c a t e d  
that. an i n c r e a s e  i n  Fund q u o t a s  t o  SDR. 100 b i l l i o n  would be a c c e p t a b l e . "  
It was p i c k i n g  up on t h a t  c o n c l u s i o n  t h a t  t h e  s t a f f  had i n d i c a t e d  t h a t  a 
number of D i r e c t o r s  n o t e d  t h a t  a r e a s o n a b l e  a d  j u s  trnent coef f i c i e r . t  would 
be between 20 p e r  c e n t  a n d  25  p e r  c e n t ,  i m p l y i n g  s e l e c t i v e  increases 
falling between 5 0  per cent and 7 0  p e r  c e n t  of t h e  o v e r a l l  i n c r e a s e .  

Mr. de  Maulde remarked t h a t ,  w h i l e  he  had been happy w i t h  t h e  s t a f f  
v e r s i o n ,  b o t h  Mr. H i r a o  and Mr. M a l h o t r a  had a r i g h t  t o  e l a b o r a t e  on t h e  
wording d e s c r i b i n g  t h e  p o s i t i o n  of t h e  g roups  t h e y  r e p r e s e n t e d .  He would 
t h e r e f o r e  a c c e p t  a l l  t h a t  had been said by M r .  R i t a o  and  M r .  M a l h o t r a ,  on 
t h e  u n d e r s t a n d i n g  tha t  t h e  views would be a t t r i b u t e d  t o  D i r e c t o r s  i n  t h o s e  
groups .  A s  t o  t h e  q u e s t i o n  of ' t h e  i n t e r m e d i a t e  g r o u p s ,  mentioned a t  t h e  
end of t h e  p a r a g r a p h ,  n e i t h e r  Mr. Hirao n o r  Mr. Malho t ra  had a u t h o r i t y  
t o  change the  s e n t e n c e .  He would t h e r e f o r e  k e e p  it  as i t  was. To s a t i s f y  
Mr. M a l h o t r a  h e  would make t h e  o p e n i n g  words r e a d ,  "However, between t h e s e  
two g r o u p s ,  a n  a r i t h m e t i c a l l y  i n t e r m e d i a t e  p o s i t i o n  was h e l d  by o t h e r  
DirecLors * .  . . '* 

Mr. Anson commented t h a t  t h e  s e n t e n c e  i n  q u e s t i o n  fo l lowed  a d e s c r i p -  
t i o n  of two c a t e g o r i e s ,  t h o s e  who t h o u g h t  i t  i m p o r t a n t  t o  look a t  t h e  
p o s i t i o n  of g r o u p s ,  and t h o s e  who t h o u g h t  i t  i m p o r t a n t  t o  look a t  t h e  
p o s l t i o n  of i n d i v i d u a l  members. D i r e c t o r s  who f e l t  t h a t  50-70 p e r  c e n t  
o f  the o v e r a l l  i n c r e a s e  s h o u l d  be d e v o t e d  t o  e f f e c t i n g  s e l e c t i v e  i n c r e a s e s  
i n  q u o t a s  d i d  n o t  come between t h o s e  two g r o u p s ;  t h e y  were i n t e r m e d i a t e  
i n  respect of those who wanted more e q u i p r a p o r t i o n a l i t y  and t hose  who 
wanted more s e l e c t i v i t y .  Some r e o r d e r i n g  of t h e  p a r a g l a p h  was t h e r e f o r e  
n e c c e s s a r y .  



lke Chairman commented that  Ln view of t h e  posLt ions  r e v e a l e d  d u r i n g  
t h e  d i s c u s s l c n ,  the opening wcrds of paragraph 1 3  should RO l o n g e r  be " A  
few Executive Directors" brit "A number of E x c e c u t i v e  D i r e c t o r s  ." 
t n  t h e  second line "many members" s h o u l d  become "a s i g n i f i c a n t  number of 
members . " 

S i m i l a r l y ,  

Replying to a quest ion  by Mr. Z h m g ,  the Chairmen remarked t h a t  the  
purpose of t h e  paragraph was t o  explain t h a t  t h e r e  were some who wanted 
a large p ropor t ion  of selectivity, o the r r j  who wanted a t  l e a s t  7 5  p e r  c e n t  
equiproport ioaa. l i . ty ,  and  a t h i r d  group, i n c l u d i n g  some of those f avor ing  
a large propor t ion  oE s e l e c t i v i t y ,  who could as a compromise nove toward  
a pos?lr.iou i n  between. 

The Deputy Treasurer remarked t h a t  the c e n t e r  g roup  could c e r t a i n l y  
be d e s c r i b e d  as "many E x e c u t i v e  D i r e c t o r s  . ' I  

Mr. Kabbaj sugges ted  t h a t ,  a s  i n  t h e  paragraph  d e a l i n g  w i t h  quotas,  
i t  might be n e c e s s a r y  t o  say t h a t ,  in t h e  c o u r s e  of the d i s c u s s i o n ,  "many 
D i r e c t o r s  had i n d i c a t e d , "  and  t h e n  give a range of f i g u r e s  t o  cover a ve ry  
Large group. 

M r .  Provse observed that i f  M r .  R i r a o ' s  p o s i t i o n  c o u l d  be d e s c r i b e d  
as z e r o  e q u i p r o p o r t i o n a l i t y  and  M r .  Malhorta's a s  75 p e r  cent e q u i p r o p o r -  
t i q > n d i t y ,  t h e  i n t e r m e d i a t e  group c o u l d  be d e s c r i b e d  as wanting 5 0  p e r  
cenz o r  more s e l e c t i v i t y ,  o r  50 per  cent: or  l5ss of e q u i p r o p o r t i o n a l  
i n c r e a s e s .  The re  wou1.d t h e n  be a gap ,  w i t h  no  mention of t h o s e  who would 
l i k e  between 50 p e r  cent a n d  7 5  p e r  c e n t  e q u i p r o p o r t i o c a i l t y .  

M r .  de Maulde s a i d  t h a t  he c o u l d  a g r e e  w i t h  Mr. Prowse on grounds 
of a r i t h m e t i c  but no t  on grounds of p r a c t i c a l i t y .  The purpose o f  t h e  
r e p o r t  was t o  help Ministers to reach a compronise;  i t  might t h e r e f o r e  be 
best co re ta in  some vagueness  i n  t h e  e x p r e s s i o n  of c o n d i t i o n s  ox t e n d e n c l e s .  

Mr. Ansan s u g g e s t e d  t h a t  the  larigitage rnlght b e ,  "However, be tween 
these two views, many D i r e c t o r s  have  Fr;dFcatcd that t h e y  Eavor, o r  win 
a c c e p t ,  i n  t h e  l i g h t  of t h e  E x e c u t i v e  Board discussions, a n  e q u i p r o p o r t i o n a l  
element of 50 p e r  cent o r  a lower  f i g u r e ,  going f o r  some t o  20 per  c e n t  of 
t h e  overall i n c r e a s e ,  depending on t h e  s i z e  of  t he  Fund." 

M r .  Dal lara  sa:d t h a t  he l i k e d  Mr. Anson's v e r s i o n .  

Mr, V i d v e i  remsrked t h a t  he  ag reed  t h a t  t h e r e  were a number of 
I l l rec tors  who w i s h e d  t o  have both  an e q u i p r o p o r t i G n a l  and  a s e l e c t i v e  
increhse. But i t  might be u s e f u l  t o  add a t  the end a s e n t e n c e  i n d i c a t i n g  
that- there had been a movement i n  t h e  E x e c u t i v e  Board toward a w i l l j n g n e s s  
t o  compromise by t h o s e  on the f lanks .  

M r .  Zhang s a i d  t h a t  he liked M r .  Anson's l a n g u a g e .  However, tic.. would 
not like to leave the i m p r e s s i o n  that t h e  intermediate group was fixed or1 
a n  e q u i p r o p o r t i o n a l  e l emen t  of 2 0 - 5 0  p e r  c e n t .  



Mr. H i r a o  s a i d  t h a t  h e  would s t i l l  have  p r e f e r r e d  t o  see r e f e r e n c e  
t o  a narrow range  of e q u i p r o p o r t i o n a l i t y ,  bu t  t h a t  he  c o u l d  go a l o n g  w i t h  
Mr. Anson's v e r s i o n ,  

Mr. Dal lara ,  M r .  Lova to ,  M r .  L a s k e ,  Mr: J o y c e ,  Mr. Polak ,  and 
Mr. S c h n e i d e r  remarked t h a t  t h e y  c o u l d  a l l  go a l o n g  w i t h  20-50 per c e n t  
equi p r o p o r t  i o n a l i  t y  . 

MY. de  Maulde s t a t e d  t h a t  he c o u l d  iwt go as l o w  as  20 p e r  c e n t  e q u i -  
p r o p o r t i o n a l i t y .  He c o u l d  go f o r  25-50 p e r  c e n t ,  a l t h o u g h  more p r e c i s e l y  
h e  woLild p r e f e r  3 3 . 3  p e r  c e n t  equi  p r o p o r t i o c a l i t y .  

A f t e r  some d i s c u s s i o n ,  Mr. S u r a i s r y  and Mr. de Maulde s a i d  t h a t  t h e y  
c o u l d  be i n c l u d e d  i n  a n  i n t e r m e d i a t e  g r o u p  "who f e l t  t h a t  t h e  s h a r e  of  
t h e  overa'LL increase to be d e v o t e d  t o  a n  e q u i p r o p o r t i o n a l  i n c r e a s e  s h o u l d  
be between 2 5  p e r  c e n t  and 50  p e r  c e n t ,  depending on t h e  s i z e  o f  t h e  Fund. 

M r .  Ma lho t r a  remarked t h a t  h e  u n d e r s t o o d  th3i:  w i t h  a g i v e n  elcrner?r- 
devoted t o  e q u i p r o p o r t i o n a l i t y ,  t h e . r e  w a s  8 t r a d e - o I f  ?;+:wen t h e  s.i.:-r L: 

t h e  Fund and t h e  s h a r e  i n  qi . io~35 f.,r d e v e l o p r n g  c o u n t r i e s .  But h e  w i u l d  
n o t  like t h e  i m p r e s s i o n  t o  be c r e a t e d  t h a t  i f  t h e  s i z e  of t h e  Fund were 
t o  be smaller,  t h e  s e l e c t i v e  i n c r e a s e  s h o u l d  he l a r g e r ,  f o r  t h a t  would be 
open t o  s e r i o u s  q u e s t i o n .  While he liked M r .  Anson's l a n g u a g e ,  h e  d i d  n o t  
b e l i e v e  t h a t  t h e  g r c u p  r e f e r r e d  t o  i n  t h a t  l anguage  shou ld  be s a i d  t o  be 
the o n l y  one making a cornpromise. H i s  own p o s i t l o n  t o o  was an attempt at 
a compromise. 

Mr. .Joyce observed t h a t  t h o s e  who had s t a r t e d  by f e e l i n g  t h a t  t h e  
e n t i r e  e x e r c i s e  ought  59 be s e l e c t i v e  haa made a compromise by a g r e e i n g  
t h a t  t h e  e q u i p r o p o r t i o n a l  segmen:: c o u l d  be between 2 0  p e r  ce-2  and 50 p e r  
c e n t  of t h e  t o t a l .  If t h o s e  who had  s t a r t e d  by b e l i e v i n g  t h a t  t h e  e x e r c i s e  
s h o u l d  be 100 p e r  c e n t  e q u i p r o p o r t i o n a l  had made B s i m i l a r  Icove, t h e  t e x t  
s h o u l d  mention i t .  

The Chairman commented t h a t  anyone who f a v o r e d  100 p e r  cent e q u i -  
p r o p o r t i o n a l i t y  would n o t  be o b s e r v i n g  t h e  mandate of t h e  Eoa.rd of  G o v e r n o r s ,  
which hart wished t o  see a c o n s i d e r a b l e  p r o p o r t i o n  of s e l e c t i v i t y  i n  t h e  
E i g h t h  G e n e r a l  Revicw of  Ouotas.  

Plr. Anson remarked t h a t  i f  use of t h e  word "compromise" would make 
i t  d i f f i c u l t  t o  compromise, i t  might  be b e t t e r  t o  s a y  " i n  t h e  l i g h t  of 
t h e  E x e c u t i v e  Board d i s c u s s i o n . "  

Mr, S a n g a r e  s u g g e s t e d  t h a t  i t  migh t  b e  more s a t i s f a c t o r y  i f ,  i n s t e a d  
o f  t r y i n g  t o  agree CII a p r e c i s e  ;ange of figures f o r  e q u i p r o p o r t i o n a l i t y ,  
t h e  E x e c u t i v e  Board came u p  w i t h  a rather vaguer  t e x t .  The members of t h e  
In t e r im  Committee might f i n d  i t  eas ie r  t o  come t o  a compromise d e c i s i o n .  

The  Chairman remarked t h a t  p o s i t i o n s  s u p p o r t i n g  z e r o  p e r  cen t  e g u i -  
p r o p o r t i o n a l i t y  and z e r o  p e r  c e n t  s e l e c t i v i t y  were n o t  s t r i c t l y  speaki .ng 
a t  o p p o s i c e  cnds of a symmetrical ,  band. If the re  were z e r o  p e r  c e n t  
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e q u i p r o y o r t i o n a l i t y  i n  a Fund of SDR 100 b i l l i o n ,  t h e  g r o u p  of n o n - o i l  
d e v e l o p i n g  c o u n t r i e s  would on a v e r a g e  receive a n  i n c r e a s e  of 3 3 , 6  p e r  
c e n t ;  i f  t h e  Fund were SDR 90 billion, t h e y  would s t i l l  have  a n  a v e r a g e  
i n c r e a s e  of 2 5  p e r  c e n t .  Consequen t ly ,  e v e n  w i t h  z e r o  p e r  c e n t  e q u i -  
p r o p o r t i o n a l i t y ,  the  Board c w l d  make a recommendatic? i n  l i n e  w i t h  t h e  
d e s i r e  of t h e  Board of Governors  t o  o b t a i n  a mean!.ngful i n c r e a s e  i n  
q u o t a s  f o r  all members. On the. o t h e r  hand ,  i f  t h e r e  were z e r o  p e r  cent 
s e l e c t i v i t y ,  some members clearly would nor o b t a i n  a meaningful i n c r e a s e .  
It was, however, i m p o r t a n t  t o  i n d i c e t e  a r a n g e  o f  e q u i p r o p o r t l o n a l i r y  t h a t  
c o u l d  be a c c e p t e d  by a number of E x e c u t i v e  D i r e c t o r s .  

%It. hason,  Mr. J o y c e ,  and Mr. Lova to  s a i d  t h a t  t h e y  c o u l d  a c c e p t  t h e  
range 20-50 p e r  c e r  t of e q u i p r o p o r t  i o n a l i  t y .  

Mr. F i n a i s h  i n c . i c a r e d  t h a t  t h e  r e f e r e n c e  t c  t h e  view o f  t h e  i n t e r -  
m d i a t e  p o s i t i o n s ,  as f o r m u l a t e d  i n  Mr. Anson's v e r s i o n ,  was a c c e p t a b l e  t o  
him. 

Mr. de Maulde s a i d  h e  w o u l d  p r e f e r  t o  make 25  p e r  cen t  t h e  lower cad 
of t h e  r a n g e .  

A f t e r  f u r t h e r  d i s c u s s i o n ,  i t  was- a g r e e d  t h a t  t h e  p o s i t i o n  of t h e  
D i r e c t o r s  w i t h  a n  i n t e r n e d i a t e  view c o u l d  be d e s c r i 5 e d  i n  t h e  words,  "many 
D i r e c t o r s  have i n d i c a t e d  t h a t  t h e y  f a v o r ,  o r  can a c c e s t ,  i n  t he  l i g h t  c;f 
t h e  E x e c u t i v e  Board d i s c u s s i o n ,  a n  e q u i p r o p o r t i o n a l  e l e z e n t  of  50 p e r  cen t  
o r  a l ower  f i g u r e ,  go ing  f o r  sone t o  2 0  p e r  c e n t  of  t h e  o v e r a l l  i n c r e a s e ,  
depending on t h e  sizs of  t h e  Fund." 

The  Chairman t h e n  remarked t h a t  t h e r e  were a few o t h e r  D i r e c t o r s  who 
had e x p r e s s e d  themse lves  a s  b e i n g  i n  f a v o r  of a n  e q u i p r o p o r t i o n a l  i n c r e a s e  
I n  t h e  neighborhood of 50 p e r  c e n t .  I t  w a s  i m p o r t a n t  t h a t  t h e i r  p o s i t i o n  
should a l s o  be s t a t e d .  

M r .  S u r a i s r v  said t h a t  i f  t h e  lower  end o f  t h e  e q u i p r o p o r t i o n a l i t y  
r a n g e  was go ing  to be lower thar! 2 5  p e r  c e n t ,  he would  r a t h e r  j o i n  t h o s e  
f a v r , r i n g  e q u i p r o p o r t  i ona . l i  t y  between 50 p e r  c e n t  and 7 5 p e r  cent:. 

The S e c r e t a r y  i n d i c a t e d  t h a t  Mr. S e n i o r  and Hr. Donoso, who were 
a b s e n t ,  were also i n  t h a t  g roup .  

M r .  Kabbaj a l i g n e d  h i m s e l f  w i t h  t h e  same gi-oup, a s  a second-bes t  
pos i I: i o n .  

Af te r  f u r t h e r  d i s c u s s i o n ,  i t  w a s  a g r e e d  that the p o s i t i o n  of those 
D i r e c t o r s  s h o u l d  be d e s c r i b e d  i n  t h e  wcrds ,  " A  few o t h e r  D i r e c t o r s  f a v o r ,  
o r  c a n  s u p p o r t ,  an e q u i p r o p o r t i o n a l  i n c r e a s e  r a n g i n g  between SO t o  7 0  per 
c e n t  of t h e  o v e r a l l  i n c r e a s e  i n  q u o t a s . "  I t  was a l s o  a g r e e d  t o  say :  
" T h e s e  D i rec to r s  stress t h e  need t o  a v o i d  a b r u p t  changes i n  t h e  q u o t a  
? h a r e s  of members and wish t o  e n s u r e  t h a t  e a c h  member r e c e i v e s  a meaningful.  
i n c r e a s e  i n  i t s  q u o t a , "  
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The Chairman commented t h a t  a f t e r  s t a t i rb i ;  t h e  p o s i t ' o n  of t h e  
D i r e c t o r s  w i t h  an i n t e r m e d i a t e  p o s i t i o n  i t  would be u s e f u l  ti: e x p l a i n  
t h e  p o s i t i o n  of a l l  t h o s e  who f a v o r e d  a l a r g e  e q u i p r o p o r t i o n a l  element,  
namely,  t h a t  t h e y  had r e c a l l e d  t h a t  i n  t h e  l a s t  conmunfqu6 of t h e  I n t e r i m  
Committee i t  had been s t a t e d  t h a t  i n  b r i r ' g tng  q u o t a s  more into l i n e  w i t h  
r e l a t i v e  ecc inmic  p o s i t i o n s ,  a c c o u n t  s h o u l d  be t a k e n  of t h e  case f o r  main- 
t a i n i n g  a prope r  balance between t h e  d i f f e r e n t  g roups  of c o u n t r i e s .  Those 
s a m e  D i r e c t o r s  had n o t e d  t h a t  u n d e r  a l t e r n a t i v e  i l l u s t r a t i v e  c a l c u l a t i o n s  
I n  t h e  t a b l e s  a t t a c h e d  t o  t h e  r e p o r t ,  t h e  s h a r e  of the non-oi l  d e v e l o p i n g  
c o u n t r i e s ,  t z k e n  a s  a g roup ,  d e c l i n e d ;  and t h e y  b e l i e v e d  t h a t  a l a r g e  
e q u i p r o p o r t i c z a l  component would h e l p  t o  minimize  t h e  d e t e r i o r a t i o n  i n  t h e  
r e l a t i v e  p o s i t i o n  of t h a t  g r o u p  of c o u n t r i e s .  

M r .  D a l l a r a  i n q u i r e d  where t h e  v iew of t h e  many D i r e c t o r s  who had  
i n d i c a t e d  t h a t  t h e y  f a v o r e d  o r  c o u l d  a c c e p t  an  e q u i p r o p o r t i o n a l  e l emen t  
of 50 p e r  c e n t  o r  l o v e r  w a s  t o  be  p l a c e d .  

The Chairman e x p l a i n e d  t h a t  i t  s h o u l d  remain  a t  t h e  end o f  t h e  
p a r a g r a p h  b u t  t h e  r e f e r e n c e  to a n  i n t e r m e d i a t e  p o s i t i o n  would be s p e l l e d  
o u t  i n  t h e  a o r d s :  "Between t h e  v iews  of t h o s e  D i r e c t o r s  who ho ld  t h a t  
t h e  e n t i r e  i n c r e a s e  i n  q u o t a s  s h o u l d  be devo ted  t o  e f f e c t i n g  s e l e c t i v e  
i n c r e a s e s  and t h o s e  who f e e l  t h a t  a s i g n i f i c a n t  p a r t  of  t h e  i n c r e a s e  
s h o u l d  be d i s t r i b u t e d  i n  t h e  fo rm of a n  e q u i p r o p o r t i o n a l  i n c r e a s e . .  . ." 

The pa rag raph  w a s  renumbered p a r a g r a p h  1 2 .  

P a r a g r a r h  14 

T h e  E x e c u t i v e  D i r e c t o r s  had b e f o r e  them a n  a l t e r n a t i v e  d r a f t  p r e p a r e d  
by Mr. Prowse ( s e e  Annex 11). 

Mr. Prowse e x p l a i n e d  t h a t  he wished  t o  p r e s e n t  a s imple  and o b j e c t i v e  
case f o r  some s p e c i a l  ad jus tmen t  of t h e  7 u o t a s  of members whose q u o t a s  a t  
p r e s e n t  were less t h a n  SDR 10 m i l l i o n ,  and who accoun ted  f o r  o n l y  a b o u t  
0.1 p e r  c e n t  of t o t a l  q u o t a s .  He had  p u t  fo rward  h i s  t e x t  because  i t  
seemed p o s s i b l e  t o  do someth ing  € o r  t h e  v e r y  small c o u n t r i e s  a t  a c o s t  
t h a t  would be minimal  i n  € t s  e f f e c t  n o t  on ly  on t o t a l  q u o t a s  but  a l s o  on  
t h e  s h a r e s  o f  o t h e r  members. It would be u s e f u l  t o  i n c l u d e  i n  t h e  r e p o r t  
a n  i n d i c a t i o n  of t h e  magni tude  o f  t h e  p r o p o s a l .  He c o u l d  n o t  a g r e e  w i t h  
t h o s n  D i r e c t o r s  who f e l t  t h a t  a movement: toward t h e  c a l c u l a t e d  quotas  
would solve t h e  problems of t h e  sma l l -quo ta  c o u n t r i e s ,  

In t h e  f i r s t  place,  M r .  Prowse c o n t i n u e d ,  p e r h a p s  two t h i r d s  of t h e i r  
e x p o r t s  c o n s i s t e d  of major  commodi t ies  s u b j e c t  t o  g r e a t  f l u c t u a t i o n s  
because  of e x t e r n a l  n a r k e t  f o r c e s .  The b u l k  of t h e i r  i m p o r t s  and payments  
f o r  s e r v i c e s  were l i n k e d  t o  consumpt ion  o r  t h e  p r o d u c t i o n  of e x p o r t s .  
Budgets typically c o n t a i n e d  a l m o s t  no  d e f e n s e  e x p e n d i t u r e  and s u r p r i s i n g l y  
] , i t t l e  i n  t h e  way of food  s u b s i d i e s ,  a l i m i t e d  government s e c t o r  d e v c t e d  
l a r g e l y  t o  w e l f a r e  and t h e  deve lopment  of n a t u r a l  r e s o u r c e s ,  and a n  u r g e n t  
need  t o  p r o v i d e  some kind of p r o d u c t i v e  framework f o r  the  p e o p l e ,  More- 
QTJer, the theine of u n c o n d i t i o n a l  a c c e s s  c o u l d  r e c e i v e  too much emphas is ;  
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ii s h o u l d  be kep t  i n  p r o p o r t i o n .  For i n s t a n c e ,  if a l l  t h e  1 7  smal l  
c o u n t r i e s  w i t h  q u o t a s  o f  u n d e r  SDR 10 m i l l i o n  drew t h e i r  reserve t r a n c h e s ,  
t h e y  would constime less t h a n  SDR 50 m i l l i o n  of t h e  Fund's  r e s o u r c e s .  Those 
c o u n t r i e s  f e l t  t h a t  t h e  l e v e r a g e  of t h e  Fund a t t a c h i n g  t o  access beyond 
t h e  reserve t r a n c h e  was s i g n i f i c a n t ,  p a r t i c u l a r l y  because t h e r e  was a good 
f i t  between t h e  views of t h e  Fund on what was r e q u i r e d  f o r  a d j u s t m e n t  and 
t h e  views of t h e  peop le  t h e m s e l v e s .  The re  was no  q u e s t i o n  of t h e  smsll- 
q u o t a  c o u n t r i e s  t r y i n g  t o  o b t a i n  access t o  r e s o u r c e s  on a b a s i s  t h a t  would 
be u n s a t i s f a c t o r y  t o  t h e  Fund. 
s i g n i f i c a n t  access t o  Fund r e s o u r c e s ,  and t h e  a u t h o r i t i e s  w i t h  whom h e  was 
f a r n i l i a r  would be a g g r i e v e d  i f  i t  were though t  t h a t  t h e y  were s e e k i n g  some 
k i n d  of i n c r e a s e d  access w h i l e  a v o i d i n g  t h e  need f o r  c o n d i t i o n a l i t y .  They 
v a l u e d  r a t h e r  more t h a n  t h e  larger  economies t h e  s p e c i a l  a s s i s t a n c a  sild 
a d v i c e  of t h e  Fund. 

What t h e y  were concerned w i t h  was o b t a i n i n g  

Ee  would c e r t a i n l y  be  p repa red  t o  amend h i s  d r a f t ,  Mr. Prowse s t a t e d .  
The on ly  d i f f e r e n c e  between h i s  t e x t  and t h a t  of t h e  s t a f f  was t h a t  h e  had 
t r i e d  t o  lay more emphasis  on t h e  b a s i c  v o t e s  and minimum q u o t a s .  The 
s t a f f  t e x t  seemed t o  imply a minimum q u o t a  of SDR 25 m i l l i o n ,  which was 
solnething d i f f e r e n t  from what he had had i n  mind; t h e  q u e s t i o n  of ' b a s i c  
v o t e s  c o u l d  be hand led  d i f f e r e n t l y  from t h e  way proposed by t h e  s t a f f .  

The round ing  t o  SDR 5 m i l l i o n ,  7 .5  m i l l i o n ,  o r  10 m i l l i o n  t h a t  he  had 
proposed,  Mr. Prowse e x p l a i n e d ,  would have a l i m i t e d  e f f e c t  on t h e  d i s t r i -  
b u t i o n  of q u o t a s .  Iyir. Joyce's p r e s e n t  q u o t a - s h a r e ,  f o r  i n s t a n c e ,  was 
4.26  per cent .  
c e n t  e q u i p r o p o r t i o n a l  d i s t r i b u t i o n  of t h e  i n c r e a s e ,  Mr. J o y c e ' s  s h a r e  wou ld  
be a b o u t  4.118 per c e n t ;  i f  a t  t h e  second round t h e  Fund adop ted  a minimum 
q u o t a  of SDR 10 m i l l i o n ,  M r .  J o y c e ' s  s h a r e  would rise t o  4.139 p e r  c e n t ,  
and he  would o b t a i n  a bonus of 253 v o t e s -  Elr- A l f i d j a  would o b t a i n  a 
bonus of 250 v o t e s .  M r .  S a n g a r e  had no v e r y  small  c o u n t r i e s ,  and h i s  own 
c o n s t i t u e n c y  would o b t a i n  some 173  bonus v o t e s  if t h e  minimum quo ta  approach 
were adop ted .  Consequen t ly ,  t h e  minimurn q u o t a  approach d i d  l i t t l e  t o  d e a l  
with t h e  q u e s t i o n  of v o t i n g  power o r  q u o t s  shares; i t  w a s  des igned  t o  pro- 
v i d e  mean ingfu l  access, and t h e  q u e s t i o n  of b a s i c  votes shou1.d be handled 
i n  a n o t h e r  way. 

Were t h e r e  t o  be a Fund of SDR 90 b i l l i o n  w i t h  a 50 per 

M r .  Laske s t a t e d  t h a t  he had -10 strong views r e g a r d i n g  t h e  way i n  
which t h e  views of those  who f a v o r e d  s p e c i a l  t r e a t m e n t  f o r  c o u n t r i e s  w i t h  
small q u o t a s  were e x p r e s s e d .  However, he  d i d  have s t r o n g  views on how 
t h e  p o s i t i o n  o f  D i r e c t o r s  w i t h  a d i f f e r e n t  p o s i t i o n  shou ld  be p r e s e n t e d ,  
and he  would r a t h e r  s t i c k  w i t h  t h e  l anguage  t h a t  t h e  s t a f f  had proposed,  
meaning t h e  l a s t  t h r e e  l i n e s  on page 7.  To make t h e  p o s i t i o n  q u i t e  c l . e a r ,  
h e  would add a t  t h e  end of t h e  s e n t e n c e  t h a t  now concluded w i t h  t h e  words 
"c f  members i n  d i s t r i b u t i n g  I n c r e a s e s  i n  q u o t a s "  t h e  c l a u s e  "and t h e r e f o r e  
t h e s e  D i r e c t o r s  do n o t  f a v o r  a s p e c i a l  a d j u s t m e n t  f o r  t h e  q u o t a s  of the 
members mentioned above e " 

Flr. J o y c e  c o n s i d e r e d  t h a t  E x e c u t i v e  D i r e c t o r s  were w e l l  aware that 
there w a s  no agreement on t h e  t o p i c ;  what was needed,  t h e r e f o r k ,  was a 
p a r a g r a p h  t h a t  a c c u r a t e l y  r e f l e c t e d  bo th  p o i n t s  of view. From t h e  s t aqd-  
p o i n t  of t h o s e  l i k e  h i m s e l f  who s u p p o r t e d  t h e  proposa l ,  Mr. Prowse's Cext 
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seemed p r e f e r a b l e  because  i t  e x p r e s s e d  t h e  reasor ,?  f o r  t h e  p o i n t  of v i e w  
more comprehensively.  Moreover, i t  e x p l a i n e d  t h e  d i f f e r e n t  ways i n  which 
t h e  o b j e c t i v e s  c o u l d  be net more c l e a r l y  t h a n  t h e  s t a f f  d r a f t .  S i m i l a r l y ,  
i t  was e s s e n t i a l  t o  have a c lear  f o r m u l a t i o n  of t h e  v i ews  of E x e c u t i v e  
D i r e c t o r s  w!?o t ook  a d i f f e r e n t  p o s i t i o n .  He t h e r e f o r e  had no d i f f i c u l t y  
i n  a c c e p t i n g  M r .  Laske's s u g g e s t i o n ,  w i t h  o n e  e x c e p t i o n :  t h e  a d v e r b  
"strong.ly" s h o u l d  be d e l e t e d .  It  seemed u n l i k e l y  t h a t  o n e  s i d e  h e l d  i t s  
v iews  s o  much more s t r o n g l y  t h a n  t h e  o t h e r .  

Mr, de  Maulde commented t h a t  t h e r e  was no a d v a n t a g e  t o  be gained I n  
d i s c u s s i n g  a matter on which no compromise would be r eached  i n  t h e  E x e c u t i v e  
Board. Consequen t ly ,  t h e  b e s t  c o u r s e  would be t o  t a k e  Mr. Prowse 's  text  
t o  d e s c r i b e  h i s  p o s i t i o n  and t h e  s t a f f  t ex t  t o  d e s c r i b e  M r .  L a s k e ' s  posi- 
t i o n .  Some men t lon  s h o u l d  be  made of t h e  a t t e n t i o n  p a i d  t o  t h e  basic v o t e ,  
as  s e v e r a l  E x e c u t i v e  D i r e c t o r s  f a v o r e d  a n  i n c r e a s e .  

' M r .  Ma lho t r a  s t a t e d  t h a t  h i s  p o s i t i o n  was t h e  same as Mr. de  Maulde's. 

Mr, Kabbaj remarked t h a t  i f  E x e c u t i v e  D i r e c t o r s  were p r e p a r e d  t o  
a c c e p t  M r .  Pxowse's v e r s i o n ,  h e  had no d i f f i c u l t y  i n  s u p p o r t i n g  h i s  t ex t .  

M r .  Dallara s a i d  t h a t  he would c e r t a i n l y  n o t  c o n t e s t  t h e  l anguage  
t h a t  Mr. Prowse had  pu t  fo rward  t o  e l a b o r a t e  h i s  p o s i t i c n .  On t h e  o t h e r  
hand,  such  a n  e l a b o r a t i o n  r e q u i r e d  a s o r e  d e t a i l e d  e x p r e s s i o n  of t h e  
views of t h o s e  who d i d  n o t  s u p p o r t  the  minimum q u o t a  p r o p o s a l s .  
t h e r e f o r e  t a k e  Mr, Laske's p o s i t i o n .  In a d d i t i o n ,  h e  would l i k e  t o  see 
t h e  i n s e r t i o n  of a n  a d d i t i o n a l  s e n t e n c e  b e f o r e  t h a t  p u t  fo rward  by 
M r .  Laske ,  namely, "And, t h e r e f o r e ,  t h e s e  D i r e c t o r s  d i d  not  b e l i e v e  t h a t  
t h e  SDR c o s t  of such  s p e c i a l  a d j u s t m e n t s  w a s  a relevant c o n s i d e r a t i o n ;  
n o r  d i d  t h e y  s h a r e  t h e  v i ew t h a t  t h e r e  were s p e c i a l  economic problems f o r  
t h o s e  c o u n t r i e s  t h a t  a r g u e d  f o r  a s p e c i a l  ad j u s  tment .  " 

He would 

M r .  J a a f a r  remarked t h a t  he would l i k e  t o  see  a ba lanced  p r e s e n t a t i o n  
of t h e  E x e c u t i v e  Board 's  d i s c u s s i o n  on t h e  q u e s t i o n  o f  smal l  q u o t a s .  R e  
would t h e r e f o r e  a s s o c i a t e  h i m s e l f  w i t h  t h e  comments of  Nr. Malhotra and 
accept M r .  Prowse's t e x t  a s  a d e s c r i p t i o n  of his p o s i t i o n .  

Mr. Anson s t a t e d  t h a t  Mr. de Mau lde ' s  approach  w a s  t h e  c o r r e c t  one.  
He would t h e r e f o r e  be happy t 9  s t a r t  w i t h  Mr. Prowse's t ex t  as a d e s c r i p -  
t i o n  of H r .  Prowse's position. He w o u l d  t h e n  c o n t i n u e  with M r .  Laske's 
t e x t ,  which was 2 s u f f i c i e n t  r e b u t t a l .  He was ra ther  conce rned  by 
Mr. Dallara's s t a t e m e n t  t h a t  t he  SUR c o s t  w a s  no t  a r e l e v a n t  c o n s i d e r a t i o n ,  
and he was no t  a l t o g e t h e r  happy a s s o c i a t i n g  h i m s e l f  w i t h  t h e  s ta tement:  
t h a t  t h e  sma l l -quo ta  c o u n t r i e s  had no economic p r o b l e m .  The p o i n t  was 
t h a t  t h e  c a s e  had n o t  y e t  been made ot*?. H e  would propose chang ing  t h e  
s e n t e n c e  "A few D i r e c t o r s  t hough t  i t  a p p r o p r i a t e  to examine &he m a t t e r  of 
small quotas  la te r ' '  t o  r e a d  "A few D i r e c t o r s  t hough t  i t  a p p r o p r i a t e  t o  
examine t h e  economic problems of small c o u n t r i e s  f u r t h e r . "  In t h e  f i r s t  
s e n t e n c e  d e s c r i b i n g  t h a t  position, h e  would p r e f e r  t o  d e l e t e  t h e  w o r d  
" o t h e r " ;  s u r e l y  most D i r e c t o r s  h e l d  t h e  view t h a t  i t  was i m p o r t a n t  t o  m a i n -  
t a i n  u n i f o r m l t g  of treatment of  members i n  d i s t r l b u r l n g  increases i n  q u o t a s .  
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M r .  Prowse had been conce rned  a b o u t  t h e  remark i n  t h e  t e x t  a b o u t  t h e  r i sk  
t h a t  i n  some cases t h e r e  migh t  be some postponement  of needed economic 
a d j u s t m e n t  t h rough  t h e  u s e  of less c o n d i t i o n a l  Fund r e s o u r c e s .  Tha t  
remark had presumably been  l i n k e d  t o  t h e  s u g g e s t i o n  i n  t h e  f o l l o w i n g  
s e n t e n c e  t h a t  m a l l  q u o t a s  migh t  be i n c r e a s e d  so as e f f e c t i v e l y  t o  d o u b l e  
t h e  number of b a s i c  v o t e s ;  i n  t h a t  case t h e  i n c r e a s e  i n  q u o t a s  would i n d e e d  
be large i n  r e l a t i o n  t o  t h e  economies of t h e  c o u n t r i e s  concerned.  He would 
be q u i t e  p r e p a r e d  t o  d rop  t h e  s e n t e n c e  i n  t h e  i n t e r e s t  of s h o r t e n i n g  t h e  
pa rag raph .  

M r .  Zhang s t a t e d  t h a t  he would s u p p o r t  Mr. l i a w s e ' s  t e x t .  

M r ,  Sangare s a i d  t h a t  he  would do l i k e w i s e ,  p rov ided  t h a t  t h e  o p p o s i n g  
view was s t a t e d  a s  i n  t h e  s t a f f  v e r s i o n .  

Mr. Vidve i  commented t h a t  h e  t o o  would s u p p o r t  M r .  Prowse 's  t e x t  w i t h  
t h e  d e l e t i o n  of t h e  words "more complex" i n  t h e  d e s c r i p t i o n  of o t h e r  me thods ,  
t h a t  c o u l d  be  used.  It would c e r t a i n l y  be  p o s s i b l e  t o  f i n d  o t h e r  b u t  s i m p l e r  
methods.  For t h e  opposing v i ew,  h e  c o u l d  accept: M r .  L a s k e ' s  p r o p o s a l .  

Nrs P o l a k  i n d i c a t e d  t h a t  h e  had t h e  same views as Mr, Anson. 

M r .  S u r a i s r y  s a i d  t h a t  he c o u l d  s u p p o r t  M r .  P rawse ' s  t e x t  on t h e  
u n d e r s t a n d i n g  t h a t  t h e  p o s i t i o n  of o t h e r  E x e c u t i v e  D i r e c t o r s  s h o u l d  be 
s t a t e d  as  w e l l .  

The Chairman ag reed  t h a t  t h e  f i r s t  n i n e  and a h a l f  l i n e s  of pa ra -  
g raph  1 4  s h o u l d  be d e l e t e d  and  r e p l a c e d  by M r .  Prowse 's  t e x t ,  less t h e  
words "more complex," e n d i n g  w i t h  t h e  c lause  " o t h e r  methods c o u l d  also 
be used . "  T h e r e a f t e r ,  t h e  p o s i t i o n  of t h o s e  h o l d i n g  t h e  vlew t h a t  i t  
w a s  important t o  m a i n t a i n  u n i f o r m i t y  o f  t r e a t m e n t  c o u l d  be e x p r e s s e d  i n  
t h e  s t a f f  language.  Mr. D a l l a r a ' s  a d d i t i o n  would r e a d :  "These D i r e c t o r s  
d i d  no t  b e l i e v e  t h a t  t h e  small SDR c o s t  of such  special  a d j u s t m e n t  i s  a 
r e l e v a n t  c o n s i d e r a t i o n ,  and t h e y  do n o t  c o n s i d e r  t h e  case h a s  been made 
out t h a t  t h e  sconomic problems of t h e s e  c o u n t r i e s  are  unique."  A f t e r  
t h a t  M r .  Laske ' s  s e n t e n c e  " T h e r e f o r e ,  t h e s e  D i r e c t o r s  do n a t  f a v o r  a 
s p e c i a l  a d j u s t m e n t  i n  t h e  q u o t a s  of t h e  nembers r e f e r r e d  t o  above" would 
be q u i t e  i n  p l a c e .  I n  order t o  make a c o r r e c t  fol low-on,  t h e  n e x t  s e n t e n c e  
would have t o  begin w i t h  t h e  words "Some of t h e s e  DCrectars" and go on 
w i t h  t h e  s t a f f  text  r e f e r r i n g  t o  t h e  p o s s i b i l i t y  t h a t  f o r  some countries 
r a i s i n g  t h e  ra tes  might d o u b l e  tlie q u o t a s .  

Mr. Anson remarked t h a t  h e  d i d  n o t  r e c a l l  whether  any E x e c u t i v e  
Director had I n  f ac t  made such  a statement.  If i t  had not been  made, t h e  
s e n t e n c e  c o u l d  be d e l e t e d .  

The Chairman agreed w i t h  M r .  Anson. The p r o p e r  sequence would be 
t o  continue w i t h  the s e n t e n c e  m e n d e d  by fir. Anson t o  read "A few D i r e c t o r s  
tholight it a p p r o p r i a t e  t o  e x a m i n e  the economic problems of small c o u n t r i e s  
f u r t h e r , . . "  a n d  t o  place t h e  s e n t e n c e  desired by Fir. d e  M a u l d e  r e g a r d i r ; g  
t h e  f u r t h e r  e x a m i n a t i o n  of t h e  i s s u e  of a p o s s i b l e  Increuse i n  basic votes  

a t  t h e  end of t h e  pa rag raph .  
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Mr. V i d v e i  commented t h a t  i t  would be p r e f e r a b l e  n o t  t o  r e f e r  p a r t i c -  
u l a r l y  t o  t h e  round ing  p r o c e d u r e s  t h a t  migh t  be a d o p t e d  w i t h  r e g s r d  t o  t h e  
p o s s i b l e  i n c r e a s e s ;  t h e  u s e  of  r o u n d i n g  p r o c e d u r e s  w a s  only one of  many 
p o s s i b l e  s o l u t i o n s .  

I t  was ag reed  t o  d e l e t e  t h e  words "and p a r t i c u l a r l y  i n  t h e  c o n t e x t  
o f  a n y  r o u n d i n q  p r o c e d u r e s  t h a t  might  be a d o p t e d  w i t h  r e g a r d  t o  t h e s e  
i n c r e a s e s .  " 

The p a r a g r a p h  was renumbered p a r a g r a p h  13. 

S e c t i o n  IV. I_ Payment f o r  Increases i n  Quotas  

P a r a g r a p h  15 

Nu comment. 

P a r a g r a p h  1 6  

M r .  J a a f a r  r e c a l l e d  t h a t  when t h e  q u e s t i o n  of payments i n c r e a s e s  and 
q u o t a s  had been d i s c u s s e d  in t h e  Cammittee of t h e  Whole on t h e  E i g h t h  
General Review of Q u o t a s  (Mee t ing  8 2 / 1 9 ,  1 2 / 2 1 / 8 2 )  h i s  c h a i r  had i n d i c a t e d  
t h a t  he  would l i k e  t o  r e t a in  t h e  o p t i o n  of payment i n  domes t i c  c u r r e n c i e s .  
Following t h e  compromise put fo rward  by Mr. J o y c e ,  h i s  a u t h o r i t i e s  c o u l d  
now agree t o  p a y i n g  25 p e r  c e n t  of t h e  i n c r e a s e  in q u o t a s  i n  r e s e r v e  
assets .  I n  t h e  c i r c u m s t a n c e s ,  p e r h a p s  i t  m i g h t  be p o s s i b l e  t o  d e l e t e  the 
f i r s t  word of p a r a g r a p h  1 6 ,  "Almost." 

M r .  Zhang, however,  s a i d  t h a t  he wi shed  t o  i n s i s t  t h a t  t o u n t r i e s  
s h o u l d  be able t o  pay i n  t h e i r  own c u r r e n c y .  

Mr, S u r a l s r y  remarked t h a t ,  to be c o n s i s t e n t ,  t h e  word " o n e - f i f t h "  
i n  line 6 oE p a r a g r a p h  16 o n  page 9 s h o u l d  be w r i t t e n  "20  pe r  c e n t . "  

Mr. S u r a i s r y ' s  change was a c c e p t e d .  

As a r e s u l t  of changes made i n  p a r a g r a p h  1 7 ,  on a s u g g e s t i o n  by 
Mr. M a l h o t r a ,  i t  was agreed t h e t  t h e  o p e n l n g  s e n t e n c e  of pa rag raph  16 
s h o u l d  r e a d :  "Almost a l l  Dlrectors agree i n  p r i n c i p l e  t h a t  25 per c e n t  o f  
t h e  increase i n  q u o t a s  s h o u l d  be p a i d  i n  r e s e r v e  assets . "  

The p a r a g r a p h  w a s  renumbered p a r a g r a p h  15. 

Paragraph 17 
I 

Nr. Mabbaj suggested t h a t  paragraph 17 be d i v i d e d  into t h ree .  The 
rtew paragraphs s h o u l d  b e g i n  w i t h  t h e  words  "Plany Directors also Feel 
t h a t . .  ." and "In t h e  l i g h t  of t h e s e  c ~ ~ ~ i d e r a t i ~ n s , .  . *'' Thc new p a r a g r a p h s  
should he numbered. 
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Mr. Kabbaj ' s  p r o p o s a l  was a c c e p t e d .  

M r ,  Laske r e f e r r e d  t o  the a r rangemen t  d e s c r i b e d  i n  l i n e s  7 and 8 o f  
page LO f o r  a s s i s t i n g  members e x p e r i e n c i n g  d i f f i c u l t i e s  i n  making reserve 
asset payments because  they  d i d  not  h o l d  s u f f i c i e n t  o f f i c i a l  f o r e i g n  
a s s e t s .  The l anguage  used c o u l d  f a l s e l y  create  t h e  impress ion  among 
member$ of t h e  I n t e r i m  Committee t h a t  E x e c u t i v e  D i r e c t o r s  had a g r e e d  on 
t h e  p o s s i b i l i t y  of such  a r r a n g e m e n t s  f o r  s h o r t - t e r m  b r i d g i n g  f i n a n c e  
when, i n  f a c t ,  t hey  tiad not  d t s c u s s e d  t h e  matter. I f  t h e  s e n t e n c e  was 
r e t a i n e d ,  i t  s h o u l d  be made c l e a r  t h a t  i t  was a p r o p o s a l  pu t  forward by 
t h e  s t a f f ,  but not c o n s i d e r e d  by E x e c u t i v e  D i r e c t o r s .  Second, a t  t h e  
beg inn ing  of  what had become t h e  f i n a l  p a r a g r a p h ,  i t  WES s a i d  t h a t  a lmos t  
a l l  Directors agreed t o  t h e  payment of 2 5  p e r  c e n t  of t h e  q u o t a  i n c r e a s e  
i n  reserve assets ,  on t h e  u n d e r s t a n d i n g  t h a t  t h e  I n t e r i m  Committee would 
r e q u e s t  t h e  E x e c u t i v e  Board t o  t a k e  ac t  i o n  so  t h a t  c o n s i d e r a t i o n  c o u l d  
be g i v e n  a t  t h e  next Annual Meet ing t o  a new a l l o c a t i o n  of SDRs. It would 
be b e t t e r  t o  s e p a r a t e  t h e  two t h o u g h t s  by making t h e  beg inn ing  of t h e  para-  
graph r e a d ,  " I n  t h e  l i g h t  of t h e s e  c o n s i d e r a t i o n s ,  a lmost  all D i r e c t o r s  
a g r e e d  t o  t h e  payment of 25  p e r  c e n t  o f  the  q u o t a  i n c r e a s e  i n  r e s e r v e  
assets. Many of them do so on t h e  u n d e r s t a n d i n g  t h a t . . . . "  F i n a l l y ,  i n  
l i n e  10 on page 10, t h e  s t a f f  had w r i t t e n ,  " In  t h e  l i g h t  of t h e  t e c h n i c a l  
a s s u r a n c e s  t h a t  had been prov ided  by t h e  s t a f f  r e g a r d i n g  t h e  f e a s i b i l i t y  
o f  such a r r angemen t s ,  ..." S u r e l y  what was meant was, " I n  t h e  l i g h t  of t h e  
a s s u r a n c e s  t h a t  had been p rov ided  by t h e  s t a f f  regar-diag t h e  t e c h n i c a l  
f e a s i b i l i t y  of such a r r a n g e m e n t s , .  . . ' I  

The T r e a s u r e r  commented t h a t ,  as he unde r s tood  i t ,  Mr. Laske was n o t  
o b j e c t i n g  t o  t h e  s t a t e m e n t  t h a t  t h e  s t a f f  had provided a s s u r a n c e s  r e g a r d -  
i n g  the Eeas ib i l i  t y  of t he  a r r angemen t s .  However, t h e  a r r angemen t s  would 
require t h e  c o o p e r a t i o n  of c e r t a i n  members of t h e  Fund i n  p r o v i d i n g  
s p e c i a l  dTaving r i g h t s  € o r  a d a y ,  and-as he unde r s tood  it--f?r. Laske  d i d  
not wish t o  p re judge  t h a t  i s s u e .  Nor was i t  c lear  t h a t  t h e  Execu t ive  
Board would approve t h e  p r o p o s a l .  Consequen t ly ,  i t  would be c o r r e c t  t o  
say t h a t  t h e  staff bad done no  more t h a n  p r o v i d e  a s s u r a n c e s  r e g a r d i n g  t h e  
t e c h n i c a l  E e a s f b i l i  t y  of such a r r a n g e m e n t s ,  

Mr, de  Maulde, t a k i n g  u p  Mr, L a s k e ' s  p o i n t  abou t  D i r e c t o r s '  a g r e e i n g  
t o  pay ing  25 p e r  c e n t  of t h e  i n c r e a s e  i n  f o r e i g n  assets ,  a l t h o u g h  not  on 
the u n d e r s t a n d i n g  d e s c r i b e d ,  remarked t h a t  i n  a d h e r i n g  t o  t h e  compromise 
sugp$r;tcd by Pir. Joyce ,  which he d i d  not p a r t i c u l a r l y  like, he  had under- 
s tood  that almost a l l  his colleagues, i n c l u d i n g  Mr. Laske, were a l s o  d o i n g  
so.  If they d i d  ROC wish eo a d h e r e  t o  t h e  compromise, h e  t o o  would wi th -  
draw. 

:4ra Dal ia ta  said that :  he c o u l d  s u p p o r t  Hr. Laske's p o i n t  r e g a r d i n g  
rhe  very s h o r t - t e r m  arrangements for b r i d g i n g  f i n a n c e .  E i t h e r  the language 
could ba s t r u c k  O u t ,  or i t  should be amended i n  t h e  sense proposed by 
Xr. Lask;e. Regarding Mr. de  Mnulde 's  coinments, he  had a view of the under -  
standings t h a t  had been r eached  s i m i l a r  t o  t h a t  ~f Mr. Laske, whom h e  
wauld r ' o l . 1 0 ~  j.3 h i s  proposal f o r  a change" The s u p p o r t  o f  t h e  United 
Stares fo r  A 25  per cent: asset  payment vas not based on any v n d e r s t a n d i n g ;  



i t  vas a n  i n d e p e n d e n t  d e c i s i o n  s e p a r a t e  from a n y  c o n s i d e r a t i o n  r e g a r d i n g  
a n  a l l o c a t i o n  of SDRs.  H e  c s u l d  of c o u r s e  agree t h a t  many E x e c u t i v e  
D i r e c t o r s  had s u p p o r t e d  such  a n  asset  payment on t h e  u n d e r s t a n d i n g  d e s c r i b e d  
i n  the t e x t '  Moreover, he would like t o  d e l e t e  t h e  words "as a matter o f  
urgency" i n  t h e  f i n a l  s e n t e n c e ,  aa r e l a t i n g  t o  a rev iew.  The words changed 
t h e  t o n e  of t h e  s e n t e n c e  and would cause his authorities some d i f f i c u l t y .  
F i n a l l y ,  i n  s u p p o r t i n g  t h e  r e f o r m u l a t i o n  s u g g e s t e d  by Mr. Laske, he  was 
n o t  t h e r e b y  i n d i c a t i n g  t h a t  h e  c o u l d  s u p p o r t  a r e v i e w  f o r  t h e  p u r p o s e  
d e s c r l  bed. 

The Deputy Managing D i r e c t o r  r e c a l l e d  t h a t  unde r  S e c t i o n  X of  t h e  
By-Laws, eve ry  y e a r  t h e  E x e c u t i v e  Board had t o  p r e s e n t  t o  t h e  Board of 
Governors a n  Annual R e p o r t  a5 p a r t  of which t h e  E x e c u t i v e  Board had. t o  
review " t h e  f u n c t i o n i n g  of t h e  i n t e r n a t i o n a l  monetary sys t em,  i n c l u d i n g  
t h e  adequacy of g l o b a l  r e s e r v e s ,  t h e  conduct of t he  b u s i n e s s  of t h e  
Genera l  Department and of t h e  S p e c i a l  Drawing R i g h t s  Department. .  . ." The 
l a t e s t  t r e n d  i n  w o r l d  i n f l a t i o n  and l i q u i d i t y  c e r t a i n l y  came w i t h i n  t h e  
f u n c t i o n i n g  of t h e  i n t e r n a t i o n a l  monetary system. Consequen t ly ,  i t  mighc 
be f e l t  t h a t  the r e v i e w  r e f e r r e d  t o  would be underralcen as  par t  of t h e  
p r e p a r a t i o n  f o r  t h e  Annual Report  i n  Any e v e n t .  

Mr. D a l l a r a  e x p l a i n e d  t h a t  he had not been s a y i n g  t h a t  h i s  a u t h o r i t i e s  
would n o t  have a n  open mind on t h e  i s s u e  o f  t h e  s p e c i f i c  s t u d y  r e f e r r e d  t o  
in t h e  f i n a l  p a r a g r a p h  a t  t h e  time of t h e  mee t ing  of t h e  I n t e r i m  Committee,  
A t  t h e  present moment h e  was u n a b l e  t o  s a y  whe the r  he c o u l d  s u p p o r t  s w h  

- a s t u d y  a s  curtent1.y worded. 

The language he would p r e f e r  t o  see, M r .  Dallara went on,  was "In t h e  
l i g h t  of t h e s e  c o n s i d e r a t i o n s ,  a l m o s t  all D i r e c t o r s  a g r e e  t o  t h e  payment 
of 25 p e r  cent of t h e  q u o t a  i n c r e a s e  i n  reserve assets .  Many of them do 
s o  on t h e  u n d e r s t a n d i n g  t h a t  t h e  Interim Committee.. ." t o  t h e  end of t h e  
s e n t e n c e ,  w i t h  t h e  d e l e t i o n  of t h e  words "as  a matter of urgency."  I t  
would g r e a t l y  h e l p  h i s  a u t h o r i t i e s  t o  s u p p o r t  such a study i f  t h e  terms 
of reference were n e u t r a l l y  worded. 

Mr. Laske e x p l a i n e d  t h a t  h i s  i n t e n t i o n  was t o  s e p a r a t e  t h e  agreement  
r e g a r d i n g  t h e  payment of t h e  q u o t a  i n c r e a s e  i n  r e s e r v e  assets f r o m  a 
rev iew l e a d i n g  t o  c o n s i d e r a t i o n  of an a l l o c a t i o n  of SDRs. He would have 
no o b j e c t i o n  if t h e  s e n t e n c e  were reworded t o  re fe r  t o  work i n  t h e  c o n t e x t  
of the Annual  Repor t .  

The Deputy General Counsel  e x p l a i n e d  tha t  t h e r e  c o u l d  be no a l l o c a -  
t i o n  of spec ia l  drawing r i g h t s ,  o r  even a v o t e  on a n  a l l o c a t i o n  by t h e  
Board of G c v e r n o r s ,  u n l e s s  t h e  Managing D i r e c t o r  made a proposa l .  The  
Managing D i r e c t o r  would make such  a p r o p o s a l  o n l y  a f t e r  c o m p l e t i n g  
c o n s u l t a t i o n s  i n  which he became conv inced  t h a t  t h e r e  w a s  broad s u p p o r t  
For t h e  p r o p o s a l  t h a t  h e  would make, H i s  p r o p o s a l  would be f o r w a r d e d ,  
with t h e  c o n c u r r e n c e  of t h e  E x e c u t i v e  Board, t o  the  Eoard of Governors 
€o r  a d o p t i o n  o r  r e j e c t i o n .  I f  t h e  E x e c u t i v e  Board o r  t h e  Board o €  
Governors  wished t h e  Managing D i r e c t o r  t o  make a p r o p o s a l ,  e i t h e r  c u u l d  
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r e q u e s t  him to  do  so. Under t h e  Ar t i c l e s ,  t h e  Nanaging Director wo?tl.d 
t h e n  have six months i n  which t o  come fo rward  w i t h  a p r o p o s a l ,  o r  w i ~ h  
a r e p o r t  t h a t  t h e r e  was n o t  broad s u p p o r t  f o r  a p r o p o s a l .  

The Chairman reminded E x e c u t i v e  D i r e c t o r s  t h a t ,  a t  i t s  m e e t i n g  i n  
Tgron to ,  the In te r im C o m m i t t e e  had a s k e d  t h e  E x e c u t i v e  Board t o  c o n t i n o r  
its e f € o r t s  t o  briDg a b o u t  a conve rgence  of views t h a t  would p e n n i t  rhe 
Managing D i r e c t o r  t o  submi t  as soon as p o s s i b l e  a p r o p o s a l  c o n c e r n i n g  
SDR a l l o c a t i o n s  i n  t h e  c u r r e n t  basic p e r i o d ,  i n  a c c o r d a n c e  w i t h  t h e  
p r o v i s i o n s  of t h e  Fund ' s  Art ic les .  

Mr. V i d v e i  s t a t e d  t h a t  he was n o t  a t  all happy w i t h  p a r a g r a p h  17, 
For instance, i f  t h e  passage r e g a r d i n g  members h a v i n g  d i f f i c u l t y  i n  pay- 
ing  t h e i r  s h a r e  of :he i n c r e a s e  i n  q u o t a s  were l e a k e d ,  i t  would have 
most u n f o r t u n a t e  consequences  f o r  t h e  Fund. R e  would t h e r e f o r e  p r e f e r  
co see t h e  matter hand led  by t h e  Managing D i r e c t o r  i n  h i s  staremerit t o  
t h e  Knterim Committee rather than i n c l u d e d  i n  t h e  r e p o r t  by t h e  E x e c u t i v e  
D i r e c t o r s .  

The Treasurer remarked t h a t  i f  in f a c t  members r e a l l y  had t o  borrow 
t o  make t h e  p a p e n t  o f  25 per c e n t  of t h e  q u o t a  i n c r e a s e  t o  t h e  Fund,  t h e  
s i t u a t i o n  would have t o  be v e r y  bad b e c a u s e  t h e  payment would r e p r e s e n t  
a r a t h e r  small p r o p o r t i o n  of t h e  reserves of most members at t h e  p r e s e n t  - 

t i m e .  He  would p r e f e r  the sentence t o  read: "Directors recogn-ized t h a t  
many members may face d i f f i c u l t i e s  i n  making r e s e r v e  asse t  payments and 
tha t  some of them might need t o  borrow," He would a l s o  l i k e  to see 
d e l e t i o n  of t h e  passage  r e f e r r i n g  t o  t h e  f a c t  that members znight experience 
d i f f i c u l t i e s  i n  making a reserve asset payment because  they  d i d  no t  h o l d  
s u f f i c i e n t  o f f i c i a i  f o r e i g n  assets. 

Mr. Malho t ra  remarked t h a t ,  withour r e t r e a t i n g  from t h e  compromise 
that had been agreed upon,  t he  p o s i t i o n  of  those E x e c u t i v e  D i r e c t o r s  who 
fe l t :  t h a t  c o u n t r i e s  s h o u l d  be e n a b l e d  t o  pay f o r  t h e  increase i n  q u o t a s  
fn domestic currencies ought to be c l e a r l y  stated. The language might 
be " D i r e c t o r s  r e c o g n i z e  t h a t  many members may face d i f f i c u l t l e s  in making 
reserve asset payments and may need t o  borrow t o  make t h e  payment t o  t h e  
Fund. Several D i r e c t o r s  are t h u s  of t h e  view t h a t  members s h o u l d  have t h e  
o p t i o n  of pay ing  t h e  i n c r e a s e d  s u b s c r i p t i o n  who l ly  i n  t h e i r  own c u r t ~ - n c y . "  

A s  t o  t h e  f i n a l  p a r a g r a p h ,  ME. Malhotra went on, h i s  p o s i t i o n  had 
been t h a t  even t h e  pl-?sent language w a s  n o t  s t r o n g  enough, He h a d  a c c e p t e d  
the compromise o n l y  on the u n d e r s t a n d i n g  t h a t  t h e r e  wou1d be some a c c e J e r -  
a t i o n  of t h e  r ev lew process. I f  the compromise was not acceptabI .e ,  he 
wouSd have t o  rev-lse h i s  p o s i t i o n  no t  o n l y  on t h e  q u e s t i o n  of a review 
but a l s o  on t h e  q u e s t i o n  of payment. Heanwhile ,  h e  would like t w  see t h e  
language of the final p a r a g r a p h  l e f t  as it was, 

Mr. irallara s a i d  t h a t  he u n d e r s t o o d  t h a t  t h e  p h r a s e  "ab a m a t t e r  R E  
urgency" only referred to the a t t i t u d e  of those  d e s c r i b e d  i n  t h e  f i n a l .  
s e n t e n c e ,  a n d  t h a t  h e  was n o t  among them. Fle h a d  c?t\ly been suggescifig 
t h a t  i t  would make it easier  f o r  his c h a i r  Co s u p p o r t  s u c h  a review i f  
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t h e  words "as a matter of urgency" were d e l e t e d .  On the o t h e r  hand, i f  
the re tent ion of t h e  words combined w i t h  the d i v f s i o n  o f  the s e n t e n c e  as 
suggested by Mr. Laske would  f a c i r i t a r e  agreement, h e  would not o b j e c t ,  
provided tha t  i t  was understood t h a t  he c o u l d  not  a t  t h e  moment assoc ia te  
himve l f  wi th  t h e  phrase .  

The Chairman remarked t h a t  the l anguage  as d r a f t e d  migh t  g i v e  rise 
t o  a misunderstanding of t h e  procedure t h a t  must h e  followed w i t h  respect 
EO rnaktng B decis ion on an allocation. It was n o t  any cons ide ra t ion  t h a t  
might be given t o  tbe Matter a t  t h e  next Annual Meeting that  could l e a d  
t o  a d e c i s i o n  on a new a l l o c a t i o n  of SDRs a t  t ha t  time; the r e s p o n s i b i l i t y  
f o r  a p r o p o s a l  lay w t t h  the Managing Directur, and he m i g h t  f e e l ,  as a n  
outccstne of the work on the Annual Report t h a t  he would be in a pusition 
t a  make a proposal .  Re on ly  wished  to avoid giving t h e  impress ion  that  
a new p r o c e d u r e  for t r i g g e r i n g  an  allocation of special  drawing r i g h t s  
WEEG being c r n a c e d .  As f o r  Mr. Vidvei's concern ,  it seemed unlikely that  
the world would be any more d i s t u r b e d  than i t  present ly  was by the d i s c o v -  
ery thar sone members were having difficulty i n  paying an increase i n  
quotas because they d i d  not h o l d  s u f f i z i e n t  o f f i c i a l  f o r e i g n  assets.  

The DepuXy Genera l  Counsel s u g g e s t e d  that formulation might be t h a t  
the: Exerwtiv~  Board would review t h e  t r e n d s  in t h e  world economy as p a r t  
of its work on the Annual Report and t ha t  the rev iew would a s s i s t  t h e  
hftagfng; D-Lrractor fn 3aklng a d e t e r m i n a t i o n  whe the r  he could w k e  a pro- 
posa l  f o r  an a l l o c a t i o n  that would h a v e  broad s u p p o r t .  

MF* Joyce commented t h a t  it was important to inform members of the 
Interim Cornrzlttee that  some! E x e c u t i v e  Directars had o n l y  a g r e e d  t o  the 
p ~ p ~ ~ t ,  o f  2 5  p e r  cent  o f  t h e  quota increase i n  reserve assets a n  the 
undersranding that: c e r t a i n  a s t l o n s  wauLd be taken. M r .  Laske's proposal. 
d i d  noc 6em to invalidate t h a t  compromise. N o r  Were the words at t h e  
end of the paragraph i ~ t e ~ c i e d  in any way to invalidate t h e  powers of t h e  
Planaping Director, which were c l e a r l y  spe lZed  out in t h e  Articles. A l . 1  
that the paragraph had beeo tryfng to  s a y  was that  t h e  Committee could  
request  t he  Executive Board t o  csasry o u t  a review u r g e n t l y ,  and it was 
on that: baaia that some E x e c u t i v e  Directors had ngrped t o  t h e  25 p e r  cent 
p%y""rmr f n  reserve assets .  

M r .  d e  .F-taulde observc?d t h a t  his o r i g i n a l  p o s i t i o n  had been t h a t  pey- 
m n e  oho l~ le t  be made in apcciel. drawing r i g h t s ,  and t h a t  a n  a l l a t a t i o n  of 
spocX.13~ drawfng r i g h t s  in an amount approximately equivalent  to 25 per 
C ~ R E  sf t h e  quota  incretasa shou ld  be made a t  the time when members had to 
sake p a y m n a  f o r  the quota fncxease. He: had gQne 0x1 t o  say t h a t  i f  that  
~ a r j i i z f l ~ n  w f g  LnnnccepcRbLo, h e  could a g r e e  ta payment of 25 per cen t  in 
m a c f v n ~ l .  currcnciw. Then Nr. Joyce had made his proposa1, which  had 
a r l g l n a t l y  k e n  muck mure S K ~ Q X I ~ , ~ ~  warded t h a n  i t  was a t  present .  
h e  had agreed to accepE tiis idea nor: a€ an a l i o c a t i o n  of special  drawtng 
rights  brrc rrf the stridy of art allocation. The Zangumge was exactly a:; 
u r i t c e n  t r ;   he Last sentenre on page 10. I f  that: Language had become 
u t i a c c c y t a b l e  eo some E x e c ~ i t i v e  Directors,  he would request t h e  i n s e r r  jon 

F f n a l . i y ,  
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of a n o t h e r  s e n t e n c e  s t a t i n g  t h a t  some E x e c u t i v e  D i r e c t o r s  c o n s i d e r e d  t h a t  
t h e r e  s h o u l d  be an a u t o m a t i c  a l l o c a t i o n  of s p e c i a l  drawing r i g h t s  a t  t h e  
t i n e  of t h e  i n c r e a s e  i n  q u o t a .  

Mr. Malho t r a  e x p l a i n e d  t h a t  h i s  o r i g i n a l  p o s i t i o n  had been t h a t  it 
s h o u l d  be p o s s i b l e  f o r  members t o  pay 1.32 p e r  c e n t  of t h e  i n c r e a s e  of 
q u o t a s  i n  l o c a l  c u r r e n c i e s .  He had t h e r e f o r e  made a c o n s i d e r a b l e  conces-  
s i o n  i n  a g r e e i n g  t o  t he  p r e s e n t  language .  
a b l e ,  h e ,  and he supposed most of t h e  E x e c u t i v e  D i r s c t o r s  e l e c t e d  by 
deve lop ing  c o u n t r i e s ,  would wish t o  i n s e r t  a s e n t e n c e  s t a t i n g  t h a t  t h e  
p o s s i b i l i t y  of paying  100 p e r  c e n t  of  t h e  i n c r e a s e  i n  l o c a l  c u r r e n c i e s  
s h o u l d  be cons  i d e r e d  

I f  t h e  language  was n o t  accept-  

The Cizairrnan e x p l a i n e d  t h a t  it was d e s i r a b l e  t o  a v o i d  h o l d i n g  a f u l l -  
scale  d i s c u s s i o n  i n  t h e  I n t e r i m  Committee on t h e  d e s i r a b i l i t y  of a n  
a l l o c a t i o n  of s p e c i a l  drawing r l g h t s ,  i f  o n l y  because  t h e  Execu t ive  Board 
had n o t  s u f f i c i e n t l y  d i s c u s s e d  t h e  matter. I t  would be u n f o r t u n a t e  i f  
such  a d i s c u s s i o n  were t o  b r i n g  a b o u t  a dead lock  o n  t h e  q u e s t i o n  of t h e  
i n c r e a s e  i n  q u o t a s .  

Xis own v iew w a s  t h a t  i t  would be q u i t e  wrong f o r  member c o u n t r i e s  
t u  pay t h e  whole of t h e  q u o t a  i n c r e a s e  i n  local c u r r e n c i e s ,  t h e  Chal rnan  
stated. Such a p rocedure  would be c o n t r a r y  t o  thq p o l i c i e s  of t h e  Fund, 
and  t o  make such a d e c i s i o n  a t  t h e  p r e s e n t  t i m e  might  we l l  throw doubt  
o n  the c r e d i b i l i t y  of t h e  Fund‘s f i n a n c e s .  It had seemed t o  him q u i t e  
innocuous  t o  s a y  t h a t  same D i r e c t o r s  had thought  t h a t  t h e  q u e s t i o n  of a 
new SDR a l l o c a t i o n  shou ld  be examined on i t s  own merit ,  and that t hey  
would a g r e e  t h a t  members s h o u l d  pay 25  p e r  c e n t  of t h e  quo ta  i n c r e a s e  i n  
a f  f i c i a l  f o r e i g n  assets p rov ided  t h a t  t h e  c o n s i d e r a t i o n  of a new allaca- 
tion o f  s p e c i a l  drawing r i g h t s  was unde r t aken  b e f o r e  t h e  1983 Annual 
Meet ing.  V a t u r a l l y ,  t h e r e  would be v a r y i n g  views r e g a r d i n g  t h e  means o f  
paying q u o t a  i n c r e a s e s ;  h i s  own p e r c e p t i o n  was t h a t  t h e  a c c e p t a n c e  of t h e  
payment of 25 per cent of any quota increase i n  hard  cu rcency  accompanied 
by an aesurance t h a t  t h e r e  would be a review of t h e  p o s s i b i l i t y  of a new 
allocation of special drawlug rights would be t h e  mast satisfactory a u t -  
come * 

Alr. Laske s a i d  thar: he e n t i r e l y  agreed w i t h  t h e  Chairman t h a t  i t  
wnu.lb be u n s a t i s f a c t o r y  both i f  100 per c e n t  o f  t h e  q u o t a  i n c r e a s e  were 
paid i n  l o c a l  c u r r e n c i e s  and i f  t h e  I n t e r i m  Committee were compelled t o  
take up the q u e s t i o n  of an a l l o c a t i o n  of s p e c i a l  drawing r igh ts .  a t  i t s  
forthcomjng meet ing ,  He had asked f o r  t h e  division of t he  s e n t e n c e  i n t o  
t w a  because he c o u l d  agree t o  t h e  payment of 25 p e r  cen t  of t h e  q u o t a  
increase i n  reserve assets, but  he c o u l d  not agree t o  c h a t  payment 09 t h e  
understanding 5et uuc i n  t h e  remainder  of t h e  sentence, The two points 
were c n t  Lzely s e p a  rare.  

%r. de Maulde commented t h a t  it might  he  o v e r s t a t i n g  the case t u  say 
that: “almost a l l ”  D i r e c t o r s  agreed t o  t h e  payment o f  25 per cent of t h e  
quota  increase^ in reserve assets  t!:e underfitandtng s e t  out La the  
r e w i n d e r  of t h e  sentence. 
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M r .  Polak s u g g e s t e d  t h a t  o n e  s o l u t i o n  might  be t o  make c l ea r  t h e  
d i f f e r e n c e  of o p i n i o n  between t h o s e  E x e c u t i v e  D i r e c t o r s ,  i n c l u d i n g  
Mr. Laske and h i m s e l f ,  who f a v o r e d  payment i n  r e s e r v e  assets  a n d  o t h e r  
D i r e c t o r s  l i k e  M r .  M a l h o t r a ,  who had s t r o n g  r e s e r v a t i o n s  on t h e  p o i n t .  
The  l a s t  s e n t e n c e  might  r e f e r  only t o  t h o s e  w i t h  r e s e r v a t i o n s ,  and  t h e  
language cou ld  be "In t h e  l i g h t  of  t h e s e  c o n s i d e r a t i o n s ,  t h o s e  D i r e c t o r s  
who had e x p r e s s e d  r e s e r v a t i o n s  on t h e  payment of  25 p e r  c e n t  of t h e  q u o t a  
i n c r e a s e  i n  reserve assets c o u l d  a l s o  a g r e e  t o  s u c h  payments on t h e  under- 
s t a n d i n g  t h a t . .  . ." 

M r .  M a l h o t r a  c o n s i d e r e d  t h a t  M r .  Polak's p r o p o s a l  was not c o m p a t i b l e  
w i t h  t h e  language of p a r a g r a p h  16. 

The Chairman commented t h a t  M r .  M a l h o t r a ' s  p o s i t i o n  was i n  f a c t  pro- 
t e c t e d  by t h e  a s s u r a n c e  t h a t  t h e  r e v i e w  would be unde r t aken .  The l a n g u a g e  
at: t h e  b e g i n n i n g  of p a r a g r a p h  1 6  c o u l d  be "Almost a l l  D i r e c t o r s  a g r e e  i n  
p r i n c i p l e  t h a t  25 p e r  cent of t h e  increase i n  q u o t a s  s h o u l d  be p a i d  in- 
reserve assets." 

Mr, M a l h o t r a  s a i d  t h a t  he c o u l d  accept Mr. P o l a k ' s  p r o p o s a l .  But 
t o  make his p o s i t i o n  c l ea r  t h e  second  s e n t e n c e  i n  t h e  p a r a g r a p h  c o u l d  
r ead :  " S e v e r a l  D i r e c t o r s  were t h u s  of t h e  view t h a t  members s h o u l d  have 
t h e  o p t i o n  of pay ing  t h e  i n c r e a s e d  s u b s c r i p t i o n  wholly i n  t he i r  own 

- cu r rency .  *' 

Mr. Dallara r e p e a t e d  t h a t  he hoped t h a t  any f o r m d a t i o n - - w h i c h ,  he  
u n d e r s t o o d ,  d i d  n o t  i n c l u d e  h i s  p o s i t i o n - w o u l d  be as n e u t r a l  as p o s s i b l e  
i n  o rde r  t o  r educe  t h e  d i f f i c u l t y  t h a t  h i s  a u t h o r i t i e s  would have i n  
s u p p o r t i n g  t h e  review. 

Mr. Anson remarked t h a t  t h e r e  was a d i f f e r e n c e  between a review and 
a p r o p o s a l .  The s u g g e s t i o n  w a s  t h a t  t h e r e  s h o u l d  be a review t h a t  would 
ba a v a i l a b l e  b e f o r e  t h e  Annual Meet ing.  The communiqug of t h e  I n t e r i m  
Committee i s s u e d  i n  Toron to  had spoken a b o u t  making a p r o p o s a l  as soon 
as possible, which l e f t  open t h e  q u e s t i o n  of t i m e  and e n a b l e d  M r .  Dallara 
to a c c e p t  it. However, i f  t h e  t ex t  s a i d  t h a t  t h e  p r o p o s a l  w a s  t o  be made 
by t h e  rime of t h e  Annual Meet ing ,  i.t i m p l i e d  t h a t  a proposa l  had t o  he 
made, w i t h  t h e  i m p l i c a t i o n  t h a t  a p r o p o s a l  would be fo l lowed  by an a l l o -  
ca t ion .  

Mr. Polak remarked t h a t ,  a s  he saw i t ,  
that t h e  E;reeutive Board wi?s b e i n g  a s k e d  t o  
e n a b l e  t h e  Managing D i r e c t o r  eo see w h e t h e r  
d i d  n o t  WE! judge any issue what soeve r .  

Rf ter f u r t h e r  d i s c u s s i o n  i t  was a g r e e d  

all. t h a t  was b e i n g  clone was 
commission a r e v i e w  t h a t  would 
he c o u l d  make a p r o p o s a l .  Tha t  

t h a t  t h e  end o f  t h e  l a s t  
sentence s h o u l d  read: ". .on t h e  u n d e r s t a n d i n g  t h a t  t h e  Interim Committee 
would r e q u e s t  t h e  E x e c u t i v e  Board t o  review t h e  l a t e s t  t r e n d s  .i.n world 
inflation and l i q u i d i t y  as a matter of urgency, w i t h  a view to f a c i l i t a t i n g  
c o n s i d e r a t i o n  a t  the n e x t  m e e t i n g  of t h e  Interim Commfttee as  to w h e t h e r  
a new a l l o c a t l a n  o f  SDRs would f i n d  broad s u p p o r t . "  
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Mr. Laske r e f e r r e d  t o  t h e  s e n t e n c e  b e g i n n i n g  i n  l i n e  4 on page 10 
r e g a r d i n g  t h e  s i t u a t i o n  in which members migh t  e x p e r i e n c e  d i f  Eiculttes i n  
making r e s e r v e  asset payments because t h e y  d l d  no t  ho ld  s u f f i c i e n t  o f f i c i a l  
f o r e i g n  assets. The s e n t e n c e  a s  w r i t t e n  gave  t h e  i m p r e s s i o n  t h a t  t h e  
E x e c u t i v e  D i r e c t o r s  were s a t i s f i e d  t h a t  such  a r r angemen t s  c o u l d  be a g r e e -  
a b l e  t o  t h e  members whose c o o p e r a t i o n  was n e c e s s a r y .  

Mr. Joyce  s a i d  t h a t  h e  a g r e e d  w i t h  M r .  V idve i  i n  f e e l i n g  t h a t  r e f e r -  
ence to b r i d g i n g  f i n a n c e  was unwise; t h e  term seemed t o  i n d i c a t e  t h a t  t h e  
country was in b a l a n c e  o€ payments d i f f i c u l r y  and needed t o  have r e c o u r s e  
t o  t h e  Bank f o r  I n t e r n a t i o n a l .  S e t t l e m e n t s .  

M r .  Laske s u g g e s t e d  t h a t  t h e  s i m p l e s t  way of d e a l i n g  with t h e  matter 
would be t o  s a y  t h a t  "Arrangements  c o u l d  be p u t  i n  p l a c e  t o  assist  such  
members in making t h e  payments t o  t h e  Fund." The a d v a n t a g e  would be t o  
leave the e x a c t  d e f i n i t i o n  of t h e  a r r a n g e m e n t s  r a t h e r  f u z z y .  

The 

Tables 

Treasurer remarked t h a t  t h e  l anguage  would be t e c h n i c a l l y  c o r r e c t .  

The 
an extra 
i n c r e a s e  

Mr . 

Chairman r eca l l ed  that M r .  Wirao had asked f o r  t h e  i n s e r t i o n  of 
column (8 )  in e a c h  t a b l e  showing a n  equiproportional/selective 
of 20/80.  

Vidve i  s u g g e s t e d  t h a t  r a t h e r  t h a n  c a l l i n g  t h e  t a b l e s  " A l t e r n a t i v e  
I l l u s t r a t i v e  D i s t r i b u t i o n s  of t h e  O v e r a l l  Xncrease i n  Q u o t a s "  t h e y  s h o u l d  
be c a l l e d  " A l t e r n a t i v e  I l l u s t r a t i v e  D i s t r i b u t i o n s  of Quotas"  w i t h  a s imi la r  
change of language i n  t h e  s u b h e a d i n g  f o r  t h e  d i s t r i b u t i o n  of e q u i p r o p o r -  
t i o n a l  and s e l e c t i v e  increases .  I n  t h a t  way i t  might be p o s s i b l e  not o n l y  
t o  do away w i t h  the  term " a d j u s t m e n t  c o e f f i c i e n t "  but also t o  eliminate 
t h e  f o o t n o t e s .  

M r .  Laske s t a t e d  t h a t  w h i l e  he was no t  insisting on r e t a i n i n g  t h e  
term "ad jus tmen t  coefficient ,*' changing t h e  t a b l e  Z t  t h e  present stage  
m i g h t  ralrher add  to c o n f u s i o n .  

Mr, Joyce s u p p o r t e d  Mr. Las'lce. It had t a k e n  sciine e f f o r t  t o  p e r s u a d e  
o f f t c i a l s  In c a p i t a l s  to  accept t h e  c o n c e p t  06 t h e  ad jus tmen t  c o e f f i c i e n t ;  
i t  would o n l y  confuse  them t o  d e l e t e  it. 

The Treasurer remarked t h a t  he would suppor t  M r .  Vidvei. i n  u s ing  t h e  
term " I l lu s t r a t ive  Apportionment of  0 v e r a l . l  I n c r e a s e "  as the head ing  f o r  
C9l&ll lK?S ( 2 )  t r )  ( 8 ) "  

Speaking on behalf  of M r .  Polak ,  t h e  T r e a s u r e r  went on  to  e x p l a i n  
t h a t  M r .  Folalc had  suggested t h a t  the average increase i n  q u o t a  of e a c h  
Q €  t h e  groups l i e t c d  s h o u l d  i d e a l l y  h e  shown u n d e r  each column. However, 
HT. Polak wor:ld be satisfied i f  the p e r c e n t a g e  increase were shown  Eoc the 
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group of non-oil deve lop ing  c o u n t r i e s .  I n  view of t h e  l a t e n e s s  of t h e  
h o u r ,  XT. Folak would not  i n s i s t  on t h e  p roposa l .  One way of  d e a l i n g  w i t h  
the matter might be t o  show t h e  f i g u r e s  i n  f o o t n o t e  1. 

Nr. Zhang noted  that t h e  non-oil deve lop ing  c o u n t r i e s  would obtain 
the s m a l l e s t  pe rcen tage  increases. He was n o t  a t  all keen on =bowing t h e  
flgures mentipned by i-lr, Polak.  P s y c h o l o g i c a l l y ,  i t  would be m o s t  u n s a t i s -  
factory. 

Procedure  
L__- 

Mr. Joyce asked how t h e  t e x t  t h a t  had a p p a r e n t l y  been a g r e e d  would 
be handled .  . 

The Chairman r e p l i e d  t h a t  t h e  E x e c u t i v e  Board meet ing  schedu led  f o r  
t h e  Eollowing day t o  c o n s i d e r  t h e  agenda f o r  t h e  I n t e r i m  Committee c o u l d  
be postponed u n t i l  3:OO p.m. By t h a t  time i t  shou ld  be p o s s i b l e  f o r  
Execu t ive  D i r e c t o r s  t o  have been ab le  to  examine t h e  final d r a f t  of t h e i r  
r e p o r t .  They could comment on  t h e  document d u r i n g  t h e  a f t e r n o o n  mee t ing ,  
b u t  he cou ld  no t  a l l o w  any matters of s u b s t a n c e  t o  be reopened.  

The Execu t ive  D i r e c t o r s  comple ted  t h e i r  r e p o r t  to  t h e  I n t e r i m  
Committee on t h e  E i g h t h  Genera l  Review of Quotas ,  s u b j e c t  t o  b r i e f  r e v i e w  
t h e  f o l l o w i n g  a f t e r n o o n .  

APPROVED: June 2 4 ,  1983 

LEO VAN KOUTVEN 
S e c r e t  iir y 
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D r a f t  Report  o f  t h e  E x e c u t i v e  Directors t o  t h e  
-- I n t e r i m  Committee on t h e  E i g h t h  Genera l  Review of Quotas  

A l t e r n a t i v e  v e r s i o n s  of pa rag raph  11 of t h e  D r a f t  Repor t  pu t  forward  
at: EBM/83/12 (1/13/83): 

1. Managing D i r e c t o r ' s  s u g g e s t e d  v e r s i o n  - 
11. The Execu t ive  Board c o n s i d e r e d  d i f f e r e n t  methods t h a t  c o u l d  be 

used  t o  d i s t r i b u t e  t h e  i n c r e a s e  i n  q u o t a s ,  t a k i n g  i n t o  accoun t  t h e  v a r i o u s  
a ims  noted  i n  pa rag raph  9 above.  A f t e r  l o n g  d e l i b e r a t i o n ,  t h e  E x e c u t i v e  
Board a g r e e s  t h a t  t h e  ad jus tmen t  of p r e s e n t  q u o t a s  t a  b e t t e r  r e f l e c t  t h e  
r e l a t i v e  e c o n o d c  p o s i t i o n s  o f  member c o u n t r i e s  should be  made i.n propor-  
t i o n  to each  member's s h a r e  i n  t h e  t o t a l  of c a l c u l a t e d  q u o t a s .  In o r d e r  
t o  a s s u r e  a meaningfu l  i n c r e a s e  i n  q u o t a s  € o r  each  member, most D i r e c t o r s  
also a g r e e  t h a t  a p a r t  of t h e  o v e r a l l  i n c r e a s e  shou ld  be used  f o r  a n  
e q u i p r o p o r t i o n a l  i n c r e a s e  i n  quotas--€.e.  each  member's p r e s e n t  quo ta  
s h o u l d  be i n c r e a s e d  by t h e  same p e r c e n t a g e .  

2. S t a f f ' s  s u g g e s t e d  v e r s i o n  

11. The E x e c u t i l -  Board c o n s i d e r e d  d i f f e r e n t  methods t h a t  cou ld  be 
used  t o  d i s t r i b u t e  t h e  i n c r e a s e  i n  q u o t a s ,  t a k i n g  i n t o  account  t h e  v a r i o u s  
aims no ted  i n  pa rag raph  9 above.  After long  d e l i b e r a t i o n ,  t h e  Execu t ive  
Board a g r e e s  t h a t  t h e  i n c r e a s e  s h o u l d  be d i s t r i b u t e d  i n  p r o p o r t i o n  t o  
e a c h  member's s h a r e  i n  t h e  t o t a l  of c a l c u l a t e d  quo tas .  T h i s  method 
d i r e c t l y  r e f l e c t s  members' r e l a t i v e  economic p b z i t i o n s ,  as measured by 
t h e  c a l c u l a t e d  q u o t a s ,  i n  t h e  d i s t r i b u t i o n  of quota increases. However, 
i n  o r d e r  Co assure a mean ingfu l  i n c r e a s e  i n  q u o t a s  f o r  each member, most 
D i r e c t o r s  a l s o  a g r e e  t h a t  a part of t h e  o v e r a l l  i n c r e a s e  shou ld  be used 
f o r  an  e q u i p r o p o r t  i o n a l  i n c r e a s e  i n  quotas - - i .  e . ,  each  member's p r e s e n t  
q u o t a  s h o u l d  be i n c r e a s e d  by t h e  same p e r c e n t a g e .  

3.  Mr. M z ' t o t r a ' s  s u g g e s t e d  v e r s i o n  

11. The Execu t ive  Board c o n s i d e r e d  d i F f e r e n t  methods t h a t  cou ld  be 
used  t o  d i s t r i b u t e  t h e  i n c r e a s e  i n  q u o t a s ,  t a k i n g  into accoun t  t h e  v a r i o u s  
aims no ted  i n  pa rag raph  9 above.  A f t e r  l o n g  d e l i b e r a t i o n ,  t h e  Execu t ive  
Board ag reed  on a method which er .visages t h a t  a p a r t  of t h e  o v e r a l l  Increase 
c o u l d  be devoted t o  a n  e q u i p r o p o r t i o n a l  i n c r e a s e  of e x i s t i n g  q u o t a s  and 
a s e l e c t i v e  p a r t  d i s t r i b u t e d  F n  p r o p o r t i o n  t o  each  member's s h a r e  i n  t h e  
t o t a l  of c a l c u l a t e d  quota; .  The E x e c u t i v e  Board f e l t  t h a t  an  a p p r o p r i a t e  
b a l a n c e  of e q u i p r o p o r t i o n a l  and s e l e c t i v e  i n c r e a s e s  of quo ta s  under  thls 
method would h e l p  a c h i e v e  t h e  o b j e c t i v e s  l a i d  down by t h e  I n t e r i m  Committee. 
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M r .  d e  Groo te ' s lMr .  Anson's s u g g e s t e d  v e r s i o n  

ANNEX I 

11. Ttie E x e c u t i v e  Board c o n s i d e r e d  d i f f e r e n t  methods t h a t  couyd be 
used  t o  d i s t r i b u t e  t h e  i n c r e a s e  in q u o t a s ,  t a k i n g  i n t o  account t h e  v a r l o u s  
aims note6 i n  p a r a g r a p h  9 above .  A f t e r  l o n g  d e l i b  r a t i o n ,  t h e  E x e c u t i v e  
Board a g r e e d  t h a t  t h e  se lect ive increase s h o u l d  be d i s t r i b u t e d  i n  p ropor -  
tion t o  each  member's s h a r e  in t h e  t o t a l  of c a l c u l a t = !  q u o t a s ,  and t h e  
o t h e r  p a r t  s h o u l d  be d i s t r i b u t e d  in p r o p o r t i o n  t o  e x i s t i n g  q u o t a s .  
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M r .  Prowse 's  A l t e r n a t i v e  t o  p a r a g r a p h  l 4  i n  D r a f t  Report 
-I_- 

__- 
The E x e c u t i v e  Board has a l s o  c o n s i d e r e d  t h e  p o s i t i o n  of t h e  v e r y  

sinall  q u o t a  members--i.e., t h o s e  w i t h  q u o t a s  t h a t  a t  p r e s e n t  a r e  less 
t h a n  SDR 10 m i l l i o n ,  and who accoun t  f o r  o n l y  abou t  0.1. p e r  c e n t  of  t o t a l  
q u o t a s .  Many D i r e c t o r s  f e e l  t h a t  t h e  s p e c i a l  economic problems of t h e s e  
c o u n t r i e s ,  i n c l u d i n g  v e r y  l im-lted access t o  c a p i t a l ' m a r k e t s ,  na r row 
p r o d u c t i v e  and e x p o r t  b a s e ,  and  t r a n s p o r t a t i o n  d i f f i c u l t i e s ,  are  n o t ,  
and p o s s i b l y  cannot  b e ,  a d e q u a t e l y  comprehended by t h e  q u o t a  f o r m u l a s ,  
and t h a t  a case ex is t s  € o r  some s p e c i a l  a d j u s t m e n t  o€ t h e i r  q u o t a s ,  a f t e r  
t a k i n g  a c c o u n t  of any i n c r e a s e s  t h a t  migh t  be  a g r e e d  unde r  t h e  E i g h t h  
G e n e r a l  Review. 
of view of t he  s m a l l  c o u n t r i e s  c o n c e r n e d ,  would be r e l a t i v e l y  v e r y  small 
i n  a g g r e g a t e  ( p e r h a p s  no more t h a n  SDR 2 0  million, depending on  t h e  pre-  
c i se  method of a d j u s t m e n t  chosen) .  They c o u l d  be based on a s i n g l e  
minimum q u o t a ,  o r  rounding-up of q u o t a s  t o  s a y  a maximum l e v e l  in e a c h  
o f  a number of c lasses  ( e .g . ,  SDR 5,  7.5, and LO m i l l i o n ) ,  o r  a s t r a i g h t  
p e r c e n t a g e  i n c r e a s e  (based  e i t h e r  on  p r e s e n t  o r  new q u o t a s ) ;  o t h e r ,  more 
complex, methods c o u l d  a l s o /  be used .  O t h e r  D i r e c t o r s  do not f a v o r  9 
s p e c i a l  adjustrnent f o r  very small c o u n t r i e s ,  s t r e s s i n g  t h e  need t o  m a i n -  
t a i n  u n i f o r m i t y  of t r e a t m e n t  of members i n  terms b o t h  of q u o t a  d i s t r i b u t i o n  
and a c c e s s  t o  Fund r e s o u r c e s .  (Some of t h e s e  D i r e c t o r s  have e x p r e s s e d  
conce rn  t h a t  a s p e c i a l  a d j u s t m e n t  might  p r o v i d e  scope € o r  v e r y  small q u o t a  
c o u n t r i e s  t o  s a t i s f y  t h e i r  needs f o r  Fund f i n a n c i a l  a s s i s t a n c e  w i t h o u t  
r e c o u r s e  t o  t h e  uppe r  c r e d i t  t r a n c h e s . )  A few o t h e r  D i r e c t o r s  f e e l  t h a t  
i t  c o u l d  be a p p r o p r i a t e  t o  examine t h e  m a t t e r  f u r t h e r  i n  t h e  l i g h t  of t h e  
increases i n  q u o t a s  t h a t  might  be  a g r e e d  unde r  t h i s  Review, and p a r t i c u -  
l a r l y  i n  t h e  c o n t e x t  of a n y  round ing  p r o c e d u r e s  t h a t  might be adop ted  as 
r e g a r d s  t h o s e  i n c r e a s e s .  

Ad jus t m e n t s ,  which would be  mean ingfu l  from t h e  p o i n t  

[The d r a f t  provided t o  the  s t a f f  d e a l t  only w i t h  t h e  q u e s t i o n  of  
small  q u o t a s .  It cou ld  be supp lemen ted ,  however, w i t h  t h e  f o l l o w i n g  
s e n t e n c e  from t h e  s t a f f ' s  r e v i s e d  d r a f t  on t h e  s u b j e c t  of minimiin v o t e s :  

"Some E x e c u t i v e  D i r e c t o r s  p u t  fo rward  t h e  v i e w  t h a t  t h e  i s s u e  of a 
p o s s i b l e  i n c r e a s e  i n  basic  v o t e s ,  which would need a n  amendment to t h e  
Ar t ic les ,  might be f u r t h e r  examined."] 


