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The Execut ive D i r e c t o r s  cons ide red  the f o l l o w i n g  s t  atemcnc bv t h e  
Managing D i r e c t o  r on f xr t h e  r c o n  s i d e r  a t i 01 1 s r e  1 a t i n  g t o  t h e  s t r c n 2 13 1 en e d 
coGpera t ive  s t r a t e g y  f o r  d e a l i n g  wi th  overdue f i n a n c i a l  o b l i g a t i o n s  t o  the 
Fund : 

Drawing on our  r e c e n t  in formal  d i s c u s s i o n s ,  I would l i k e  ~ C J  

s e t  out: s u c c i n c t l y  some key elements of a p o s s i b l e  approach t h a t  
could  b e n e f i t  from f u r r h e r  d i s c u s s i o n  and a l s o  respond t o  qxes - 
t i o n s  r a i s e d  about  t h e  d e s i r a b i l i t y  of  e s t a b l i s h i n g  a f u r t h e r  
s p e c i a l  con t ingen t  account .  1 w i l l  a l s o  comment b r i e f l y  on the  
f i n a n c i a l  consequences of  compulsory wi thdrawai ;  a n o t e  on l e g a l  
a s p e c t s  of  t h i s  ma t t e r  has  been c i r c u l a t e d  t o  Execut ive 
D i r e c t o r s .  1/ 

The fo l lowing  comments foc  on the  ways open o f  a s s i s t - i n g  a 
coopera t ing  member t o  remal n cu e n t  w i th  the Furid d u r i n g  a Furicl- 
monitored program, and t o  c l e a r  arrears following s a t i s f a c t o r y  
performance under such a program. T w i l l  n 3 t  i n  t h e s e  b r i e f  
remarks t r y  t o  deal  w i th  the many d e t a i l s  that would 'r,ave to be 
t a c k l e d  e i t h e r  i n  g e n e r a l  d e c i s i o n s  o r  s p e c i f i c  a p p l i c a t i o n ;  nor  
r e p e a t  t h e  maziy c a v e a t s  r ega rd ing  o v e r a l l  framework, moral h a z a r d ,  
and l i m i t a t i o n s  t h a t  have been r e f e r r e d  t o  i n  in) e a r l i e r  s t n t c -  
ments and have been emphasized by D i r e c t o r s .  

I n  p a r r i c u l a r ,  I have taken  i n t o  account  t h e  emphasis which 
D i r e c t o r s  have p laced  on t h e  need f o r  a c e r t a i n  pragmatism w i t  
the scope o f  our  bas ic  p r i n c i p l e s  i n  d e a l i n g  w i t h  t h e  problem 
a r r e a r s  of  t h e s e  11 c o u n t r i e s .  The economic c i rcumstances  and 
immediate p rospec t s  of  t h e s e  c o u n t r i e s  d i . f f e r  very widely from on 
t o  t h e  o t h e r ,  and w e  aeed  t o  be prepa red  t o  t a i l o r  o u r  approach t 
b e s t  h e l p  t h e s e  c o u n t r i e s  undertake and s u s t a i n  a fundamental  
change i n  t h e i r  economic p o l i c i e s .  

1. FinancinE dur ine  t h e  pe r iod  of a Fund-inoiiitured prop,rain - 

I t  seems w i d e l y  h e l d  t h a t  i c  should be l e f t  t o  t h e  mmher t o  
meet obligations f a l l i n g  due t o  the  Fund dur ing  a Fund-monitored 
program, wi th  t h e  assistance o f  suppor t  g roups ,  c o n s u l t a t i v e  
groups ,  and the  i n t e r n a t i o n a l  comnunjty. The importance a t t a c h e d  
to ? h i s  p o i n t  by major c r e d i t o r  members, and t h e i r  s t r o n g  expres- 
s i o n s  of confidence t h a t  it. i s  f e a s i b l e ,  must be t a k e n  t o  prov-ide 
a sourid b a s i s  on which t o  proceed .  A t  t h e  samo ~ i m e ,  ways t o  
s trengthei-: the e f f e c t  ivsiies 
p u r s u e d  a c t i v e i i ;  i n  p , e , I i e r a l  terms and i n  i r idi .? i  ciaa! C ~ S C S  

o f  suppor t  groups  w i l l  T I ~ P . ?  to he  

-___ 

l/ Reproduced i: n Ann?:<. 
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Among t h e  s p e c i f i c  f i i iancing p r o p o s a l s  b e f o r e  Execut ive  
Di recFors ,  M r .  A r o r a ' s  p r o p o s a l  has c r e a t e d  s t r o n g  i n t e r e s t  as a 
p o s s i b l e  re inforcement  of  the e f f o r t s  o f  s u p p o r t  g roups .  

I would sugges t  t h a t  w e  c o n s i d e r  t h e  fo l lowing  approach:  

a. Members p r o j e c t e d  t o  c o n t r i b u t e  less t h a n ,  s a y ,  1 p e r -  
c e n t  of new quota  under burden s h a r i n g - - a n d  t a k i n g  i n t o  account  
d i f f e r e n c e s  i n  members' unremunerated p o s i t i o n s - - w o u l d  b e  i n v i t e d  
t o  c o n t r i b u t e  t h e  d i f f e r e n c e  t o  an  admin i s t e red  account  i n  t h e  
form of  l o a n s  a t  ze ro  i n t e r e s t .  

b .  The proceeds o f  t h e s e  c o n t r i b u t i o n s  would be o n - l e n t  by 
t h e  account  t o  coope ra t ing  a r r e a r s  c o u n t r i e s ,  i n  c lose  coord ina -  
t i o n  wi th  the suppor t  group and ,  as n e c e s s a r y ,  t o  suppl~. .ment  i t s  
e f f o r t s .  I n  p a r t i c u l a r ,  t h e s e  r e s o u r c e s  would be u.sed t o  assist  
t h e  coun t ry  i n  meet ing r e g u l a r  cha rges  on o b l i g a t i o n s  i n  t h e  
General  Resources Account f a l l i n g  due t o  t h e  Fund dur ing  t h e  
Fund-monitored program. 

c .  To t h e  e x t e n t  t h a t  t h i s  mechanism r e s u l t e d  i n  s e t t l e n t e n t  
by those  c o u n t r i e s  o f  cha rges  t h a t  would n o t  o the rwise  have been 
p a i d ,  i t  would,  p a r i  p a s s u ,  reduce demands on t h e  mechanism f o r  
burden s h a r i n g  of  d e f e r r e d  charges  d u r i n g  t h e  p e r i o d  of  Fund- 
nionitored programs. 

d .  Voluntary c o n t r i b u t i o n s  t o  t h e  account  would be r e p a i d - -  
t o g e t h e r  w i th  any n e t  e a r n i n g s  accrued  by t h e  a c c o u n t - - i n  l i n e  
w i t h  repayments t o  the  account  by t h e  b e n e f i c i a r y  arrears coun- 
t r i e s .  

2 .  Financing fo l lowing  s u c c e s s f u l  comple t ion  o f  
a Fund-monitored prograin 

In  our  e a r l i e r  d i s c u s s i o n s ,  i t  had been sugges t ed  that t h e  
Fund be p repa red ,  under a s p e c i a l  p o l i c y ,  t o  p rov ide  an o u t r i g h t  
disbursement  from t h e  General  Resources Account,  fo l lowing  suc-  
c e s s f u l  complet ion of a Fund-monitored program and t h e  c l e a r a n c e  
o f  a r r e a r s ,  up t o  the e q u i v a l e n t  of a r r e a r s  o u t s t a n d i n g  a t  t h e  
beginning  o f  t h e  prograin. Although i t  w a s  proposed t h a t  agreemerit 
on a successo r  program invo lv ing  upper  c r e d i t  t r anche  c o n d i t i o n a l -  
i t y  a l s o  be a requirement  f o r  such d i sbur semen t s ,  i t  was l e f t  open 
whether  such a successo r  program would invo lve  a f u r t h e r  use of 
Fund r e s o u r c e s .  

While g e n e r a l l y  endor s ing  t h e  concept  o f  t h e  r i g h t s  approach.  
Execut ive D i r e c t o r s  have e s p r e s s e d  a number o f  r e s e r v a t i o n s  and 
have p u t  forward  sugges t ions  about  t h e  s p e c i f i c  moda l i t i e s  p r o -  
p o s e d .  Some have f e l t  t h a t  w e  should  no t  appear  t o  exclude sonic 



I 'hese coxicenis sr id  p r n p o s a l s  have subs tnnce  arid suggns t 
~ ~ h i 4 t .  rc.axi.ning t h e  e s sence  of " r i g h t s ,  " w e  should  fol?r>w zri 
q ~ p  coach t o  f inar tc ing  tinder t h e  r i g h t s  approach t h a t  I s  more 
I : C ~ ~ : C ~ ~ C  and b e t t e r  t a i l o r e d  t o  t h e  c i rcumstances  and 1rier.i "is of 
t,;ic'n p a r t i c u l a r  c a s e .  1 wold sugges t  t h e  following as  he m ~ . L : i  
i ~ i i t l  ine o f  xi a l t e r n a t i v e  appsoach: 

a. Performance under  a Fund-monitored progxam would be a 
s i n e  qua non f o r  t he  accumulat ion and e v e n t u a l  e x e r c i s e  o f  r i g h t s .  

b .  A f u r t h e r  c o n d i t i o n  f o r  the e x e r c i s e  o f  r i g h t s  woi.iId be 
a p p r o - ~ a l  o f  a subsequ t Fund arrangement invo lv ing  u p p e r  c r e d i r  
tranche c o n d i t i o n a l i t  c l e a r a n c e  of  a r r e a r s .  Th i s  
arrangement would  e n t a i l  Fund r e s o u r c e s  on a n  
scale. 

c .  Whether r e sources  o f  t h e  General  Resources Account--.and 
i n  p r r t i c u l a r  ehe extended Fund f a c i l i t y ,  the s t r u c t u r a l  ad jus t - -  
nient f a c i l i t y ,  o r ,  e x c e p t i o n a l l y ,  Che enhanced s t r u c t u r a l  ad-just-  
ment f a c i l i t y - - o r  some combinat ion--would be used, would be de t e r -  
mined by the Execut ive Board. i n  light 6f a11 r e l e v a n t  f ac t axs - -  
i n c l u d i n g ,  f o r  example, t h e  s t r e n g t h  of  t h e  co~in t ry  ' s  p c r f o  
under t h e  Fund-monitored program; t h e  s t r e n g t h  of i t s  succe 
program; t h e  importance of s t r u c t u r a l  e lements  of  t h e  
p r o s p e c t s  f o r  v i a b i l i t y  and t h e  po ' t en t i a l  importance o f  conces- 
sinnal t e rms ;  and t h e  a t t i t u d e  o f  members and o t h e r  i n s t i t u t i o n s  
toward coritFnued and ,  a t  the l ea s t l ,  e q u a l l y  cancess iona l  s u p p o r t  
f o r  t h e  member i n  t h e  c i rcumsrances .  

If t h i s  approach were f avored ,  I would sugges t  that it  be 
accompanied and de f ined  by a policy s t a t emen t  by t h e  Execut ive 
Board,  p o s s i b l y  endorsed by t h e  Interim Committee, making clear 
t h a t  the  gene ra l  approach was in tended  t o  be l i m i t e d  only  t o  the 
nembers now i n  p r o t r a c t e d  arrears and,  o f  them, only  t o  those  tha 
are  p repa red  t o  coopera te  and e n t e r  i n t o  a Fund-noni tored progrnn! 
b e f o r e  the end o f  1990. Such a d e c l a r a t i o n  could  provide  a merho 
of  i n s u l a t i n g  these c a s e s  f o r  whicn some re~ourse t o  t h e  excep-  
e i o n a l  p r o v i s i o n s  o n  access and phas ing  may he necessary. 

I b e l i e v e  t h e s e  s u g g e s t i o n s  r e f l e c t  rhe main d i r e c t i o n  of 
D i r e c t o r s '  views o n  these  key a s p e c t s  of t h e  problem, and I Chink 
that i n  m o s t  o f  t h e  cases they  w o u l d  s u f f i c e  t o  solve the  proSlenls 
w i t h  which we a r e  c o n f r o n t e d ,  providsd  always that t h e  cow-~try i n  
arrears f u l l y  coope ra t e s  w i th  t h e  Fund. 
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bepi: mar in  by F s e c u t j  \'e D i r e c t o r s  w h i c i :  c o u l d  ht.12 ii r lu t  gcr?<'C.j 1 lv 
Lr,en in particular c a s e s .  
t!;at T have n o t e d .  

L( Here 1 w o ~ ! d  lis: o n l y  ;j €2.- L I  o f  t h o s e  

There i s  t h e  suggestio11 th;t whi le  i n  ~ 0 1 1 1 ~  cases we would 
ins+ s t  tha t  t h e  c o l l a b o r a t i n g  iiientber be he ld  r e s p o n s i b l e  for 
keeping current o n  both charges  and  repi.rchases fall i n g  due b ~ u l  
t h e  e a r l y  p a r c  o f  a Fund-monitored program with h e l p  f roa  ?.he 
support group,  w e  could  envisage., once a ce::tain t r s t c l c  recoi-d had 
hecn established, a use of other c80urces of finance- -such a s  the 
Special i)is'sursement Account- -to as L s t  i n  ineecitlg t h a t  p a r t  a i  
the charges  f a l l i n g  due t h a c  could , l o t  he  f inanced  by  o t h e r  m a n s .  
Also ,  I ltave noted t h e  sugges t ion  of  s e v e r a l  ExccGtive Directors 
t h a t  we shou1.d keep in mind Mr. Posthunius's s a g g e s t i o n s  for  a 
p e r i  o d i c  convers ion  o r  "deaccumulation" of a r r e a r s .  A p a r t  f rom 
some t echnicd l  advantages .  t h i s  might ,  i n  some C ~ S E S ,  cffer an 
overt r e c o g n i t i c n  of good performance under B monitored p r c g ~ a n i ,  
which could  c o n t r i b u t e  t o  main ta in ing  t h e  r e q u i r e d  domes tic sup-  
p o r t  f o r  that program 

I n o t e  also t h e  irnporCant p r o p o s a l  t h a t  i n  some cases  i.il t h a  
c.ontext o f  a Fund-monitored program i t  cc--3.J be impor tan t  to 
ensure t h a t  these is a gradual  bu i ldup  0.f budgetary  resources- -.by 
d e f i n i t i o n  i n  local currency ,  and depos i t ed  i n  a syecial .  ' ac<:.<jcir-it. 
i.n che central bank--to e.nsur;e t h a t  the Gover r imen~  is i n  a p u s 5 . -  
t i ,on  t o  purchase the f o r e i g n  excha,nge necessary  t o  meet obliga- 
t i o r i s  to t h e  F7md. I n  a sirn,ila-r v e i n ,  t h e r e  i s  t h e  suEgestioi; 
t h a t  w e  shou1.d make moix u s e o f  escrow accourits t o  accuniulace r,he 
f"orei.gn exchange t h a t  w i l l  be - r e q u i r e d  r o  iiieet o b l i g a t i o n s  t o  the 
Fund on t i m e .  

1 have. n o t  p u t  forward the  above wi,ih the i n t e  i o n  o f  i t  . . 

providing a b a s i s  f o r  ;i strerigthened arrea:-s s tuaEe  'out ;i 

response t o  t h e  many h e l p f u l ,  conunmts and s u g g e s - t i o r s  by Zxer-~~c!~.:  
Direc to r s .  ELI': if Esecut lve .Di.reccrors so wished ,  ::he coi1.5ider- 
a t r ions  advanced i n  chis sta.teinerit,  toget1ii.r vi.th t h o s e  p u t  f c  
in m y  stateinent  o f  February 20 (EEM/90/20, 2 j 2 0 / 9 0 )  , c o u l d  pz-c?-v;.r! 
such a b a s i s .  

.. 7, , Establishnient o f  a f u r t h e r  special c o r , t i r i : ~ , e n t  - 
I have pxoposed  che esta'51ishrnent o f  a f u r t h e r  spec , i . a l  

jn'i and to provide "backing" for t h e  disbii?:.seniari<.s t h a t  
contingent account  (SCA-2)  to s t r e n g t h e n  i ~ h e  Genera: re sou^^ 

l i e d  f a r  under the t - i g h t s  approach,  The SCI?-  2 vo;i.lcl h e  
f u n d e d  t h e  same p r i n c i p l e s  2 s  :'??.e p r s s ? n t  burd 
nech;lnisir:,  w i t h  zlie r a t e  of  remu:^:erat.ion r2bucsd 'ia 



a!1101-int of r ~ s o u r c e s  r a i s e d  f rom l o w c r i ~ ! g  tSe ~ s t e  of r e r n ~ n e  rati.oii 
to 80 percent o f  t he  SDR r a t e .  Amounts wou1.d b e  refunded L'.. 

cor1tribut:ors as repurchases  under the r i g h t s  approach were zailc . 

Th i 5 approa.ch erivi s age s tha  t d e f e r r e d  inconic w 9ul.d c 071 t.. :\ue 
t o  be funded 1-inder t.he bu rden- sha r ing  rnechanisni a s  long a s  c]!<::-ge:; 
remained overdue s i x  months o r  more. Mr. Grosche has  sugges rcd ,  
however, t h a t  i t  might be p r e f e r a b l e  that t he  r e sources  accrl.iing 
t o  t h e  p r e s e n t  S p e c i a l  Cont ingent  hccourit ,  which a re  eyuivaler!.i: t o  
5 percen t  of r e s e r v e s  a t  t h e  beginning  of  the  Fund's f i n a n c i s 1  
y e a r -  -amounting t o  approximately SDR 66 m i l l i o n  per  anriuni- -mi.ght 
i n  t h e  fu t t i re  flow i n s t e a d  to t h e  proposed n e w  account .  There arc? 
arguments o f  sLmpl i c i ty  o f  p r e s e n t a t i o n  i n  favor o f  such s3 course, 
and i t  wou1.d he1.p b u i l d  up ba lances  t o  back t he  rights app,:oacli. 

Resources p r e s e n t l y  h e l d  i n  t h e  Spec ia l  Cont ingent  / \ccount 
amount t o  approximately SDR 155 mi l l i o l i ,  and any amounts remaining 
in t h a t  account  would b e  re funded  t o  c r e d i t o r s  2nd de.btors in 
p r o p o r t i o n  t o  t h e i r  c o n t r i b u t i o n s  when t h e r e  were n o t  ov i i rdae  
o b l i g a t i o n s  o r  a t  such e a r l i e r  t i m e  as  t h e  Execut ive Board might 
de te rmine .  There seem a l s o  t o  be r easonab le  a rgunen t s ,  a t  l e a s t  
f o r  a pe r iod  o f  time a f t e r  t he  e s t ab l i shmen t  o f  t he  S C A - 2 ,  t o  
cont inue  adding to t he  e x i s t i n g  S p e c i a l  Cont ingent  Account. The 
ex ispence  of two accoun t s ,  w i th  t h e  S C A - 2  p rovid ing  backing f o r  
t h e  r i g h t s  app.roach, would seem t o  g ive  t h e  Fund added pro tec t . ion  
i n  r e l a t ioz i  t o  overdue o b l i g a t i o n s  u n t i l  t he  r i g h t s  approach w a s  
more f i r m l y  e s t a b l i s h e d .  I n  p a r t i c u l a r ,  t he  p r e s e n t  S p e c i a l  
Cont ingent  Account would con t inue  t o  p r o t e c t  t he  %nd i n  r e l a t i o n  
E O  e x i s t i n g  a r r e a r s  from members t h a t  iiiay n o t  adopt  Fund-moni. t o r e d  
programs. A s  members a v a i l e d  themselves o f  Fund-monitored PI-0- 

grams in connect ion  w i t h  the r i g h t s  approach,  and the  t o t a l  o f  
overdue o b l i g a t i o n s  s t a b i l i z e d  o r  fell, t hen  c o n s j d e r a t i o n  could 
be g iven  t o  reduci;lg t h e  amounts p r e s e n t l y  added t o  t h e  S p e c i a l  
Cont ingent  Account,  I n  such c i rcu ins tances ,  t h e s e  r e sources  would  
then  a l s o  flow t o  S C A - 2 ,  though a t  a somewhat lower  r a t e  than  
would o therwise  have accrued  t o  t h e  p r e s e n t  S p e c i a l  Contingent 
Account,  as backing t o  the r i g h t s  approach as long  as t h e  proposed  
burden-shar ing  arrangements were i n  e f f e c t ,  The SCA-2 could  al.so 
be enabled from t h e  o u t s e t  t o  p rov ide  p r o t e c t i o n  a g a i n s t  any 
e x i s t i n g  overdue o b l i g a t i o n s .  

This mat te r  need noc be decided R O W ,  arid we could retui-n 1 

i t  011 t h e  occas ion  of  our  review o f  burden s h r i n e ,  and  the  F u n d ' s  
i nc  ome p o s i t i on.  

4. Fj-nancia l  consequences of  compulsory withdrawal  

The f i r ; anc ia l  impact on rhe Fund's  f i n a n c i a l  p o s i t i o n  o f  a 
member ' s withdrawal fro3 t h e  Fund depends on whether the accounts  



w i t h  the  withdrawing member would be f u l l y  s e t t l e d  i n  accordance 
w i t h  t h e  procedures  provided  f o r  i n  t h e  A r t i c l e s .  I f  t h e  proce -  
du res  would be f u l l y  adhered t o ,  t h e r e  would be no adve r se  impact 
on t h e  Fund's f i n a n c i a l  p o s i t i o n ,  a p a r t  from some l i q u i d i t y  
e f f e c t .  I t  should  3e no ted  t h a t  t h e r e  were no adverse  e f f e c t s  i n  
r e s p e c t  t o  t h e  f o u r  c a s e s  of withdrawal  i n  t h e  Fund's  h i s t o r y - -  
Poland i n  1 9 5 0 ,  Czechoslovakia  i n  1 9 5 4 ,  Cuba i n  1'364. and 
Indones i a  i n  1 9 6 5 ;  of  t h e s e ,  Czechoslovakia  was the  only  c a s e  of  
compulsory withdrawal .  

The p o s s i b i l i t y  e x i s t s ,  however, t h a t  no agreement would be 
reached  on a s e t t l e m e n t  of  t h e  member's l i a b i l i t i e s  t o  t h e  Fund a t  
t h e  t ime of  i t s  wi thdrawal ,  o r  t h & t  an agreement t h a t  had been 
reached w a s  n o t  observed .  I n  such c i r cums tances ,  t h e  Fund would 
need t o  make a judgment whether i t  i s  probabie  t h a t  p a r t  o r  a l l  o f  
i t s  claims on t h e  member would n o t  be r e a l i z e d - - n a n e l y ,  whether a 
l a s s  i s  probable  and t h e  amount of such l o s s .  

No f u r t h e r  a c t i o n  would be necessa ry  i f  t h e  Fund concluded 
t h a t  a loss, d t h o u g h  p o s s i b l e ,  d i d  n o t  y e t  appear  F robab le .  
Conversely,  i f  a l o s s  appeared p robab le ,  g e n e r a l l y  accepted  
account ing  p r i n c i p l e s  r e q u i r e  t h a t  t h e  Fund f o r t h w i t h  e s t a b l i s h  a 
p r o v i s i o n  a g a i n s t  t h e  f u l l  amount of  t h e  probable  l o s s .  Such a 
p r o v i s i o n  cou1.d be f inanced  p a r t l y  f rom t h e  amounts accumulated i n  
t h e  e x i s t i n g  S p e c i a l  Cont ingent  Account;  i f  t he  p r o j e c t e d  p robab le  
l o s s  exceeded the  ba lance  i n  t h a t  accoun t ,  t h e  remainder would be 
f inanced  from c u r r e n t  income, p o s s i b l y  l e a d i n g  t o  a d e f i c i t  which 
would be f inanced  by a r educ t ion  o f  t h e  Fund ' s  r e s e r v e s .  I f  i t  

were deemed d e s i r a t l e  n o t  t o  exhaus t  t h e  S p e c i a l  Cont ingent  
Accoun t - - fo r  example, because of overdue o b l i g a t i o n s  of  o t h e r  
members wi th  p r o t r a c t e d  a r r e a r s - - t h e  p r o v i s i o n  could  be f inanced  
p a r t l y  from t h e  S p e c i a l  Cont ingent  Account and p a r t l y  from c u r r e n t  
income. If the  need f o r  p r o v i s i o n s  exceeded t h e  Fund's t o t a l  o f  
p recau t iona ry  ba lances- -namely ,  t h e  sum t o t a l  of  ba l ances  i n  t h e  
S p e c i a l  Cont ingent  Account and t h e  Fund's r e s e r v e s - - t h e s e  b a l a n c e s  
would be e l imina ted  and t h e  Fund's assets  reciucec! below t h e  t o t a l  
of Fund q u o t a s .  In t h a t  r e g a r d ,  i t  should  be noted  t h a t  i n  t h e  
Fund's e a r l y  years--1948-56--expenditures c o n t i n u a l l y  exceeded 
income, and t h e  consequent d e f i . c i t s  reduced Fund a s s e t s  below 
quotas. The Fund would then  need t o  c o n s i d e r  measures t o  r e p a i r  
t h e  Fund's f i n a n c i a l  p o s i t i o n  fo l lowing  an impairment- of i t s  
a s s e t s _ - a s  r e f l e c t e d ,  f o r  example, i n  a s u b s t a n t i a i  d e c l i n e  i r i  
p r ecau t iona ry  b a l a n c e s .  

In t h e s e  evcep t i  o n a l  circurns t a n c e s ,  t h e  Execut ive Board will 
have t o  cons ide r  t h e  a p p r o p r i a t e  means t o  r e b u i l d  the  p r t c a u c i a n -  
a r y  b a l a n c e s .  Thj s normally would i l ap ly  i n c r e a s i n g  The  Fund's  
o p e r a t i n g  income o r  supplementing ;t by o t h e r  e x c e p t i o n a l  means, 
which could inc lude  ij s a l e  o f  go ld  t o  be determined "y an 



8 5  p e r c e n t  m a j o r i t y .  In th : . s  l a s t  resor t  case ,  the sale o i  p ~ r t  
o f  t h e  Fund's  gold would he12 r e s t o r e  t h e  Fund's  n e t  income p o s i -  
t i o n  as a r e s u l t .  o f  t h e  General  Resources  Account r e t a i n i n g  t h e  
" c a p i t a l  iral.ue" o f  t he  go1.d s o l d ,  and thereby  reduci-ng remunera- 
t i o n  expense ,  and from income de r ived  from investment  o f  t h e  
proceeds  i n  excess  of  che c a p i t a l  v a l u e .  

Mr. Nimatal lah s a i d  t h a t  he was i n  g e n e r a l  agreeiiient wi th  t h e  Cha i r -  
man's s ta te inen?.  The proposed approach w a s  f e a s i b l e ,  and he p a r t i c u l a r l y  
welcomed t h e  case -by-case  a p p l i c a t i o n  of  some o f  t h e  b a s i c  f e a t u r e s  o f  thc 
sc reng thened  s t r a t e g y ,  which would be h e l p f u l  i n  view of t h e  d i f f e r e n t  
s l t u a t i d n s  of  members w i t h  a r r e a r s .  The p o s s i b i l i t y  o f  tfie accumulat ion of 
cha rges  f a l l i n g  due du r ing  t h e  course  of  a Fund-monitored program, however, 
had n o t  been mentioned. 
t r a c k  owing t o  i n s u f f i c i e n t  r e s o u r c e s .  

That  o p t i o n  cou ld  h e l p  t o  avoid 3 program goir;g o f f  

He s t i l l  had doubts  r ega rd ing  t h e  f e a s i b i l i t y  o f  che Arora p r o p o s a l .  
Mr. Nimata l lah  remarked. H e  would l i k e  t o  s e e  i t  a p p l i e d  i n  stich a way as 
t o  encourage more members t o  p a r t i c i p a t e  i n  suppor t  g roups ,  perhaps by 
i n v i t i n g  c o u n t r i e s  t o  jo i r ?  a suppor t  e f f o r t  on an  i n d i v i d u a l  b a s i s ,  r a t h e r  
t h a n  t o  p rovide  t h a t  members which a r e  p r o j e c t e d  t o  c o n t r i b u t e  l e s s  than 
1 p e r c e n t  o f  quota  under burden s h a r i n g  would c o n t r i b u t e  the  d i f f e r e n c e  LO 

a n  admin i s t e red  account  i n  t h e  forin of  l oans  a t  z e r o  i n r e r e s t .  

Mr. Posthumus r e c a l l e d  t h a t  M r .  A r o r a ' s  o r i g i n a l  proposal had been 
b r o a d l y  based ,  i n  t h a t  i t  had provided  f o r  a d i s t r i b u t l o n  of v a r i o u s  f i n a n c -  
i n g  e f f o r t s  i n  the  framework o f  suppor t  g roups ,  i n c l u d i n g  e f f o r t s  t o  h e l p  
t h e  coun t ry  t o  remain c u r r e n t ,  i f  n e c e s s a r y ,  and e f f o r t s  t o  f i n a n c e  both  the 
adjus tment  p rocess  and ba lance  o f  payments needs .  A l a t e r  s t a f f  paper  
( E B S / 9 0 / 2 ? ,  2 /13/90)  had l i m i t e d  the  proposa l  t o  h e l p i n g  members t o  reinairi 
c u r r e n t ,  wh i l e  t h e  Chairman's s t a t emen t  had a g a i n  broadened t h e  p roposa l  t o  
i n c l u d e  a new e lement ,  namely, that members ' unremunerated positions shou ld  
be t aken  i r  o account  when de termining  t h e i r  c o n t r i b u t i o n .  

The fo rmula t ion  of' t he  proposa l  had become i n c r e a s i n g l y  d i f f i c u l t : ,  
Mr. Posthumus cons ide red .  He cont inued  t o  h o l d  t h e  view t h a t  i f  members 
were t o  be asked t o  make v o l u n t a r y  c o n t r i b u t i o n s ,  quotas  were n o t  a good 
d i s t r i b u t i o n  key because o t h e r  mechanisms were a v a i l a b l e .  hi-iile he vas  n o t  
opposed t o  t h e  Arora p r o p o s a l ,  t h e  p r e s e n t  fo rmula t ion  did n o t  s u f f i c i e n t l y  
t a k e  i n t o  account  o t h e r  a i d  e f f o r t s  of  member c o u n t r i e s .  Fo r  i n s t a n c e ,  t h e  
Nether lands  had a r e l a t i v e l y  l a r g e  a i d  progi-am--a f a c t  t h a t  was n o t  adc-  
q u a t e l y  r e f l e c t e d  i n  t h e  proposed mechanism f o r  burden s h a r i n g .  Moreover. 
Ja.pan c u r r e n t l y  c o n t r i b u t e d  more than  1 p e r c e n t  o f  quota t o  f o r e i g n  a - i s i s -  
t a n c e -  - a n  amount t h a t  was judged s u f f i c i e n t  under che p roposa i -  - h u t  -i.n te.rms 
of  n a t i o n a l  income, i t s  e f f o r t s  i n  t h s t  r ega rd  cou ld  reasonaS?:j be e.xpec;ed 
t o  be  somewhat g r e a t . e r .  The United S t a t e s '  s i . t i i a t ion  was s i m i l a r  'io t h a t  
o f  Zzpan: i t s  c a n t r i b s t i o n  t o  burden s h a r i n g  vas  e q u i v a l e n t  t o  1. p e r c e n t  
of  q u o t a ,  b u t  i t s  f o r e i g n  a i d  i n  terms o f  national. income viis no< h i g h .  



Mai-izzsiesrit:‘~ p r e s e n t a t i o n  s h o u l d  perhaps  be more c a u t i o u s  ; it- shou1.d zt 
I.eas t: recCJgriizi.. c h a t  t h e  proposed  d i s t r i b u t i o n  iiiechanism presei1ted some 
pro’Lj’temc; arid Chat: most i n d u s t r i a l  c r e d i t o r  c o u n t r i e s  would have t o  d o  more 
t:han they  wcre doing  a t  p r e s e n t .  

‘The Chs irman remarked. t h a t  Mr . Posthumus ‘ s p o i n t ,  namely, t h e  need t o  
kesp i n  rninc! t h e  ove:-all i n t e r n a t i o n a l  a s s i s t a n c e  e f f o r t  o f  each c o u n t r y ,  
~ 4 3 5  a fair one. A t  the same t i m e ,  t h e  Fund had t o  avo id  t h e  p i t f a l l s  
i ahe i -en t  Ln t-7-‘ i i i n g  t o  des ign  a comprehensive comparison o f  burden s h a r i n g ,  
whic:!i might be i n v i d i o u s ,  could  compl ica te  the  p rocess  of  d e a l i n g  w i t h  
members’ a r r e a r s ,  and was more a p p r o p r i a t e l y  t h e  r e s p o n s i b i l i t y  of  a i d  
agenc ie s  i n  any c a s e .  I t  would be p r e f e r a b l e  t o  deal w i th  the  r e in fo rcemen t  
o f  suppor t  gioup e f f o r t s  wi thout  e n t e r i n g  i n t o  such complex comparisons.  

M r .  Posthumus siiid t h a t  he f u l i y  ag reed  w l t h  t h e  Chairman, b u t  t h e  
c  orm mu la ti on needed t o  be somewhat more r e s t r i c t i . v e .  

The D i r e c t o r  o f  t he  Exchange and Trade R e l a t i o n s  Department remarked 
that t h e  use  Q E  funds c o n t r i b u t e d  under an Arora- type  scheme had indeed 
v s r i e d  i n  success ive  s t a f f  p r o p o s a l s .  I n i t i a l l y ,  t h e  s t a f f  had e w i s a g e d  
t h a t  t h e  funds would h e l p  t o  keep a member c u r r e n t  More r e c e n t l y ,  it had 
been f u r t h e r  sugges ted  t h a t  t h e  funds could  be used t o  reduce t h e  burden of 
t hose  members t h a t  were p r o j e c t e d  t o  c o n t r i b u t e  more than  a c e r t a i n  amount 
under  burden s h a r i n g .  The c u r r e n t  proposa l  r e t u r n e d  t o  the  e a r l i e r  view on 
the use of vo lun ta ry  c o n t r i b u t i o n s .  The fo rmula t ion  w a y  n o t  w a t e r t i g h t  wi th  
r e s p e c t  t o  u s e ,  because i t  seemed prudent  t o  a l low f o r  some f l e x i b i l i t y  i f  
c o n t r i b u t i o n s  urtdcr the  scheme exceeded the  amounts necessa ry  t o  keep 
members c u r r e n t .  H e  confirmed Mr. Landau’s unders tanding  t h a t ,  under  the  
Cftzirnian’s p roposa l ,  t h e  proceeds of t h e  Arora mechanism would be  a d d i t i o n a l  
t o  t h e  proceeds of  burden s h a r i n g  and that s i n c e  more charges  would be met 
by  the  a r r e a r s  coun t ry ,  l e s s  p r e s s u r e  would be p u t  upon t h e  f u r t h e r  burden-  
s h a r i n g  mechanism t h a t  had been proposed by Mr. Dawson. 

Mrs. F i l a r d o  observed t h a t  t h e  new v e r s i o n  o f  t h e  Arora p roposa l  was 
more compl i ca tu l  than  e a r l i e r  v e r s i o n s ,  espec ia l . iy  because l a r g e r  c o n t r i b u -  
t i o n s  we.re expected from those  c o u n t r i e s  which had c o n t r i b u t e d  more under 
t h e  bu rden- sha r ing  mechanism. 
t o r s  and d e b t o r s  a l i k e .  The o r i g i n a l  Arora p r J p o s a l  w a s  more a t t r a c t i v e  
because i t  w a s  based- on new quotas  and c r e s t e d  a d d i t i o n a l  r e sources  t o  
r e i n f o r c e  suppor t  group e f f o r t s .  
groups wi th  i n d u s t r i a l  count ry  members were expe r i enc ing  d i f f i c u l t y  i n  
m o b i l i z i n g  r e sources  because of  c o n s t r a i n t s  on  t h e  a v a L l a h i l i t y  of  a i d  
i-jnd the  en.rmarking of  f o r e i g n  a s s i s t a n c e  i n  some o f  t h e i r  c a p f t a l s .  
3 ~ ~ s o u r c e  problerr, t h e r e f o r e  w o d d  mos t  a p p r o p r i a t e l y  be addressed  by a 

coope:rative i n s t i t u t i o n ,  namely, t h e  Fund, i n  t h e  con tex t  o f  a quota  
incr .ear ;e .  I_)thorwisc-, , t he  f i n a n c i n g  of  Fund-supported programs wi th  only 
a n  accuinuiation of  r1 .ghts  fol.l.owing t w o  o r  t h r e e  years of a Fund-monitored 
program might  no t  be s u f f i c i e n t  t o  i n t e g r a t e  c o u n t r i e s  i n t o  the world 
economy. 

That mechanism was u n s a t i s f a c t o r y  t o  c r e d i -  

I t  a l s o  recognized  the f a c t  t h a t  suppor t  

The 

Iii v i n w  of the p rospec t ive  f i n a n c i n g  m e d s  a r i s i n g  fro= r e c e n t  



d e v e l o p i ~ ~ e ~ ~ s  in Eastern Europe a n d  Latin iinie.ric:a, amoitg o t h e r s  , she favo;red 
s t r e n g t h e n i n g  the  Fund through a quota i.ncrease o f  s u f f i c i e n t  size t1.0 a l l o w  
f o r  se ’ i t ing  a s i d e  a p a r t  o f  the i n c r e a s e  t o  provide  additi .onii1 resources tc 
r e i n f o r c e  support group e f f o r t s .  

Mr. Isinael r e c a l l e d  t h a t  du r ing  t h e  iliost r e c e n t  Board d i s c u s s i o n  on 
financing t he  Fund’s c o l l a b o r a t i v e  s t r a t e g y ,  t h e r e  had been v i r t u a l l y  
uw.tiimous support. f o r  t h e  p r i n c i p l e  t h a t  btudex s h a r i n g  should  be  based  
OF Fund quo tas .  Noreover ,  d e s p i t e  some misgiv%ngs a.bout i t s  p r a c t : i c a l i t j i ,  
n e a r l y  a.11 D i r e c t o r s  had found t h e  Arora p roposa l  t o  be. a ? . t r a c t i v e .  The 
q x e s t i o n  was how t o  g ive  o p e r a t i v e  e f f e c t  t o  v o l u n t a r y  c o n t r i b u t i o n s  based  
on Fund q u o t a s .  Objec t ions  t o  t h e  proposa l  had been r a i s e d  owing t o  t h e  
need i n  many countr i .es  t o  go through budgetary p rocedures ,  t he  need t o  
t a i l o r  l oan  a.greements t o  s u i t .  each member’s r equ i r emen t s ,  and the  f a c t  t h a t  
many members f e l t  t h a t  t h e i r  c o n t r i b u t i o n s  w e r e  a l r e a d y  c o n s i d e r a b l e .  

The Chairman’s p roposa l  f o r  a more l imi ted  concept  o f  v o l u n t a r y  c o n t r i -  
b u t i o n s  had many m e r i t s ,  Mr. Ismael cons ide red .  F i r s t ,  i t  reduced by a t  
l e a s t  one h a l f  che number of  c o n t r i b u t i n g  members, and hence ,  t h e  number 
involved  i.n budgetary a;:d o t h e r  p rocedures ,  Second, the  r a t i o n a l e  w a s  
c o n s i s t e n t  wi th  quota-based  burden s h a r i n g ,  which had a l r e a d y  been accep ted  
i n  p r i n c i p l e .  F i n a l l y ,  i t  was f a i r  i n  t h e  sense  t h a t  unremunerated r e s e r v e  
t r anche  p o s i t i o n s  would a l s o  be taken i n t o  account  as p a r t  o f  a inember‘s 
c o n t r i b u t i o n .  

He could go a long  wi th  t h e  proposed use o f  vo lun ta ry  con t r ibu t i . ons ,  
namely, t o  pay charges f a l l i n g  due ,  MK. Ismael s t a t e d .  However, i t  might h e  
more e f i e c t i v e  zo permi t  t he  payment o f  charges  i n  l o c a l  cur rency  so  t h a t  
t h e  f w d s  c o l l e c t e d  through t h e  admin i s t e red  account  could  be used t o g e t h e r  
wi th  the  member’s own re sources  as well. as those  from suppor t  and c o n s u l t a -  
t ive  groups t o  keep members c u r r e n t  du r ing  a Fund-monitored program. 

M r .  Kafke s a i d  t h a t  he shared  Mr. Ksmael’s v i e w s  on the Chairman’s 
fo rmula t ion  of  t h e  A r o r a  p roposa l .  I n  a d d i t i o n ,  i t  was u r i r e a l i s t i c  t o  
r e s t r i c t :  t h e  proposa l  t o  11 c o u n t r i e s ,  a l though he f u l l y  s a w  t he  d i f f i c u l -  
ties o f  any o t h e r  approach.  If ano the r  count ry  f e l l  i n t o  a r r e a r s ,  i t  would 
be  man i fe s t ly  unfciir  t o  t r e d t  i t  d i f f e r e n t l y .  Some s o l u t i o n  was needed t o  
avo id  ? h a t  e v e n t u a l i t y ,  i nc lud ing  an  ad hoc d e c i s i o n  at t h e  time when such 
an  un fo r tuna te  event  occur red .  Future  cases  o f  arrears could  n o t  be simply 
swep t  under the rug .  

7’i-i.i Chairnian remarked t h a t  he would be s t r o n g l y  r e l u c t a n t  t o  see che 
Fund e s t a b l i s h  a procedure t h a t  night encourage c o u n t r i e s  t o  choose t o  go 
i n t o  zrrears. I n s t e a d ,  t h e  Fund should  have s t r o n g  pol.icie:; t o  p r e v e n t  
arrears as  we l l  a s  sound firxincia? p r a c t i c e s  s o  t h a t  excep t iona l  p roce -  
dure:;- - s u c h  a s  those 1iiider c o n s i d e r a r i o n -  - w e r e  nct r e q u i r e d .  ‘l2)e current  
p::oposal.s aimed a t  l i q { i i d a t i n g  p a s t  arrears a ~ d  avoid i r !g  future probl.ems ~ SI) 

: h a t  there w o u l d  he no need  f o r  s p e c i a l  proce.dures i n  the f a t u v e .  



Kr , Nimntsflai~ con-imen'cled t h a t  ex tend ing  t h e  proposed procedure to 
f i : - ture arrears cases  wou1.d d i scourage  suppor t  groups from corning forward i:o 

he1.T resr,Ive the  a r r e a r s  prohl.ern. I t  had a l r e a d y  besn  agreed  t h a t  t.he 
c u r r e n t  11 a r r e a r s  c a s e s  should  be r s s o l v e d  and t h a t  measures shou id  bt? 
t a k e r ;  to e n s c r e  t h a t  the problem would n o t  r e c u r .  

!qr .  Pawsori r e c a l l e d  t h a t  h i s  c h a i r ' s  views on t h e  problems o f  v o l u r i -  
tarism had 'been s t a t e d  on e a r l i e r  occas ions .  
r e s p e c t  t o  t h e  re inforcement  o f  suupor t  groups would n o t  have much e f f e c t  on 
the U. S .  position, even when unremunerated posit:i.oris were t aken  into ~ C C O U T I . ~  

i n  t h e  bu rden- sha r ing  mechanism. 
addi  Lionaltty was e w i s a g e d  and which c o u n t r i e s  could  be expec ted  t o  con- 
t r i b u t e  more. I t  rrright he u s e f u l  i f  o t h e r  D i r e c t o r s  could  i n d i c a t e  what  
addiLiona1. c o n t r i b u t i o n s  could  be expec ted  under t h e  proposa l  beyond t h e  
p r o j e c t e d  re tur r i s  from burden s h a r i n g .  

The Chairman's proposal.  w i th  

I n  t h a t  regar ' ,  he wondered t iow much 

On M r .  Posthumus's p o i n t  w i t h  r e s p e c t  t o  a i d  bc rdens ,  he a s s o c i a t e d  
h imse l f  w i t h  t h e  Chairman's view t h a t  numerous denominators cou ld  be  used t o  
de te rmine  such bu rdens ,  M r ,  Dawson con t inued .  Moreover, one problem wi th  
suggesting t o  a i d  agenc ie s  t h a t  they  needed t o  r e d i r e c t ,  o r  p o s s i b l y  
enhance,  funds was t h a t  some of the  11. coui1trie.s wi th  a r r e a r s  problems were 
riot on a i d  agencies' p r i o r i t y  l i s t s - - f o r  a v a r i e t y  of r easons - -and  because 
a g e n c i e s  had d i f f e r e n t  c r i t e r i a  f o r  a l l o c a t i n g  t h e i r  aid. That  f a c t  made 
t h e  burden-  s h a r i n g  i s s u e  even more d i f f i c u l t  . I n  t h a t  cr)niiec t i o n ,  he rioted 
t h a t  h i s  a u t h o r i t i e s  had never  accepted  the UN t a r g e t  f o r  o f f i c i a l  deve lop-  
inent a s s i s t a n c e  ( O D A ) .  

With r ega rd  t o  the  r e v i s e d  Arora approach,  he was n o t  c e r t a i n  t h a t ,  t o  
t h e  extent  that  the mechanism r e s u l t e d  i n  settlement of c o u n t r i e s '  charges 
that:  would n o t  o the rwise  have been made, it would reduce demands on t h e  
mechanism f o r  burden s h a r i n g ,  M r .  Dawson commented. The p roposa l  f o r  
ex tend ing  burden s h a r i n g  would l o d e r  t h e  f l o o r  f o r  t h e  r a t e  o f  remunera t ion  
t o  30 p e r c e n t ,  and then  a d j u s t  charges  upward t o  gene ra t e  h a l f  o f  that 
amount. The Arora p l a n  might produce new money, h u t  i t  was u n c l s a r  how it 
would reduce  members' c o n t r i b u t i o n s  under t h e  new burden- sha r ing  p r o p o s n i .  

The Deputy Treasu re r  observed t h a t  i f  t h e  d e f e r r e d  cliarges were shared 
on a 5 0 / 5 0  b a s i s ,  as under Mr. Dawson's bu rden- sha r ing  p r o p o s a l ,  the Arora 
proposa l  would n o t  reduce members ' c o n t r i b u t i o n  t o  burden shar i r ig  . In t h a t  
e v e n t ,  funds d e r i v e d  from t h e  bu rden- sha r ing  mechanism f o r  d e f e r r e d  c1iar:;as 
would f l o w  i n t o  a new S p e c i a l  Conti.ngent Account- -SCA-2. Under the 
Chairman's p r o p o s a l ,  however, t h e  burden s h a r i n g  r a t i o  w a s  not 50,/50, bur 
58/25. The cont r ibu t i -on  of d e b t o r s  was thus  reduced ,  which xorild help f r e e  
r e s o u r c e s  f o r  t h e  s e t t l e m e n t  o f  cha rges .  I n  t h a t  s e n s e ,  t h e  p r o p o s a l  would 

p u t  l e s s  burden on ?he bu rden- sha r ing  mechanism. 



K c s  . F i l a r d o  remarked t h a t  s h e  unders tood  t h a t  t h e  Arora proposa l  aimed 
a t  m o b i i i z i n g  a d d i t i  ~ < : : i . i  r e sou rces  f o r  suppor t  group e f f o r t s ,  wh i l e  the 
prop::sa.l for burden s l , a r ing  aimed a t  c r e a t i n g  a f u r t h e r  s F e c i . a l  c o r t  i.ngent. 
. Z C C : I ~ ; ~ ~  t o  pirovi.de backing for r e s o u r c e s  d i sbu r sed  under t h e  r i g h t s  
approach .  l i i  view of the  p r o s p e c t i v e  r e source  requi rements  o f  t h e  r i g h t s  
approach arid t h e  f a c t  t h a t  e l i g i b l e  c o u n t r i e s  would a l r e a d y  have e s t a b l i s h e d  
good progranls and t r a c k  r e c o r d s ,  she xondered whether a d d i  t iona.1 resources 
shoi.i?.d be d i v e r t e d  t o  a f u r t h e r  s p e c i a l  con t ingen t  accoun t .  

'i'he Deputy Treasurer  observed  t h a t  t he  proposal. t o  es t a b f i s h  a n e w  
s p e c i a l  cont lngeri t  account  w a s  aimed a t  a d i f f e r e n t  bu rden- sha r i~ng  d i s t r i b u -  
t i o n  whic'tl would  r e s u l c  i.Z-i t h e  c r e a t i o n  o f  a d d i t i o n a l  r e s o u r c e s .  The Arora 
p r o p o s a l  would a l s o  provide  a d d i t i o n a l  f i n a n c i n g  from v o l u n t a r y  conc r ibu -  
t i o n s  to h e l p  keep members c u r r e n t  i n  t h e i r  charges  o r  for some other agreed 
use .  The s t a f f  f e l t  tt,al; i t  would be necessa ry  t? con t inue  wi th  the e x i s t -  
ing S p e c i a l  Cont ingent  Account €or  the time b e i n g ,  wi th  burden s h a r i n g  o n  :i 

50/50 b a s i s .  IJnder t he  p roposa l  f o r  a new s p e c i a l  con t ingen t  a c c o u n t ,  t3ere 
would be no use  o f  the burden- sha r ing  mechanism t o  cover  d e f e r r e d  c h a r g e s ,  
because  they woul.3 a i r e a d y  be covsred  trhrougki t h e  p r e s e n t  S p e c i a l  Cont ingent  
Account.  The second special  contingent account  wou1.d he fi.nance.d on a 5c)/?_5 
b a s i s ,  down t o  a remunerat ion c o e f f i c i e n t  o f  80 p e r c e n t .  'The b a i a x e s  in 
c h a t  account  would indeed be used to back t h e  rights a p p r o a c k ,  b u t  the 
account  should  a l s o  provide  backing  f o r  t h e  ranair;Fng overdiie obligations o f  
t hose  c o u n r r i e s  that: d i d  no t  e n t e r  i n t o  Fund-monitored programs. I n  that: 
s e n s e ,  the. new spec i .a l  con t ingen t  account  would have d u a l  pu rposes ,  u n l i k e  
t h e  p r e s e n t  Speci .a l  Cont ingent  Account.  

Mr. Landau commented t h a t  pa rag raph  2 of  the  sugges ted  a p p r o a z h  was a 
conunentary on  the E ina l  e f f e c t  o f  t h e  Arora scheme and seemed t o  c rea te  a 
g r e a t  d e a l  o f  misunders tanding ,  because t h e  outturn could  no t  be  f o r e s e e n  
w i t h  c e r t a i n c y .  He t h e r e f o r e  cor ls idered t h a t  t h e  paragraph  could  be 
d e l e t e d .  The bu rden- sha r ing  mechanism was, i n  any e v e n t ,  a s e p a r a t e  i s sue  
and would be more a p p r o p r i a t e l y  addressed  i n  the con tex t  of t h e  p r o p o s a l  for 
a new s p e c i a l  con t ingen t  accoun t .  

The Deputy T r e a s u r e r  observed that: paragraph c was technica1.1-j C O ~ ~ C C  t 
i n  t h a t  overdue obl. igaLions would h e  burden shared  ori a 50/25 b a s i s ,  and i n  
thac s e n s e ,  t h e r e  would be a re lezse of reso\krces f o r  t h e  d e b t o r s ,  The 
paragraph  unde r l ined  t h a t  t h e  p r i n c i p l e  o f  burden shari-rig s t i l l  remained i n  
some form,  which was impor t an t .  The paragraph  could be deleted, i f  so  
d e s i r e d ,  i n  o r d e r  t o  tres? t h e  tsro p roposa l s  i ndependen t ly .  
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Mr. Enoch remarked :hac he agreed  with Mr. L.atii!ac t i i a t  t h e  t-.:.,;~? p'"- 
j i ~ s a ! ~  were independent and t h a t  paragraph .c_ s h o u l d  he delc: ted.  Moreorvar .  
pr i ragi  apt1 c highl ig i l ted  c-:nothel- proble!n,  namely,  t h a t  che A r o r a  p r o p o s z l  
resul r e d  i n  t h e  repaymen? of o b l i g a r i o n s  backed by the  e>:ist:ing Speci.:;: 
Cont ingent  AccoLLi-lt, wi th  symm.tric;il burden s h a r i n g ,  and izhat o.irerai.1.. 
burcfen s h a r i n g  would become more asymn1etri.c under the ne'" nrtichanism, For: 
rliose Directors who were unconvinced about  the  d e s i r a h i l  i t-;' of Eisywmetric 
burden  s h a r i n g  ~ t h e  i inkage  between t h e  proposed bu rden- she r ing  mechanirm 
and t3ie Arora  scherrie ma& t h e  sugges ted  a p p r o a c h  even nmre urracccpt:stsl.e. 

More impor tan t ,  he had some doubts  about  t h e  amourit of-  adcii.tior,a?.i.t.y i1i1 

be provided  under t h e  Arora approach,  14r. Enoch commented. He was conC.eri>eci 
that any addi i i ional  r e sources  gene ra t ed  by t h a t  ;.pproach would hs used t o  
. s e t t l e  charges  r a t h e r  than  t o  f i n a n c e  ad jus tmen t .  I n  thc i x i t - i a l  :>ta.&c:;, a f  

l e a s t ,  t h e r e  should be l e s s  emphasis on t h e  repaj-nlent of  d e f e r r e d  c h a r g e s .  

The D i r e c t o r  of  rhe  Exchange and Trade, Re la t ions  Department e s p l a i  r1:acI 

cha t  t he  in t -en t ion  was n o t  t o  re imburse the  S p e c i a l  Cgnt ingent  Account, bu: 
ro avoid fui-rher  growth i n  the c o s t  of  burden s h a r i n g  f o r  aefer;-ed charges  
by helping arrears c o u n t r i e s  i o  meet r e g u l a r  paymerts f a l l i n e  due d u r i n g  d 
Fund-monitored program. 

Mr Dawson asked how the  a d d i t i o n a l  d e f e r r e d  charges f o r  an a i r e a z s  
i-3unt:sy which f a i l e d  t o  inake payments i n  the  course  o f  %tie yedirs Co 

woiil d be t r e a t e d .  

The Deputy Treasu re r  remarked ttih: a d d i t i o n a l  defei-red charges w 0 u l . d  
c:r,nt i a u e  t o  he covered us ing  the  p reyen t  burden-sharing wchanism.  

M r  . Grosche commented t h a t  he wcjuld c a u t i o n  a g a i n s t  condoning the  
nccun!ulation o f  charges  under a Fund-monitored program. The f i n a n c i n g  o f  
deferred charges  would o n l y  reduce the  amounts f l o w i n g  i x t o  ?he new specia:l. 
conci-ngcnt  accouni .  A f u r t h e r  accu!nulati.cn of a r rears  \.;as not a.n O p i : . i G t !  for 
c o II s i de r a t i. on . 

Mr. Evans observed that the p r o j e c t e d  f innncir ig  was based  or, conr;r:i'bu-. 
t i o r i s  b y  members p r o j e c t e d  t o  c o n t r i b u t e  l e s s  t h a a ,  s a y ,  1 percent o f  I I C W  

quota  under buud.er, sharing rather than a f i r m  base ,  such 2 s  Lne UN c a r g e t  
f o r  OI)A. Those c o n r r i b u t i o n s  could  change markedly arr-l q u i c k l y  ~ a s  was se:c;?i 

with P o l a n d ,  f o r  example, aild he wondered whet'nzr t h e  proposed base  was an 
,Li ii p ;.- 0 ;I r i 2 i e 0 n c , 
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paynii.nts need ,  thereby  t a k i n g  a n e u t r a l  p o s i t i o n  i n  tIie Fund's o p e r a t i o n s .  
Tndeed, C h e  who le  of  t h e  Fund's  o p e r a t i o n s  and t r a n s a c t i o n s  and t h e  r e l a t i v e  
s t r e n g t h  of members' ba lance  o f  Fayments and r e s e r v c  p o s i t i o n s  were 
r e f l e c t e d  i n  t h e  charlging l i s t  o f  members s u b j e c t  t o  t h e  b u r d e n - s h a r i n  
deci.si.on, which changed r a p i d l y  from q u a r t e r  t o  q u a r t e r .  

T h e  Chairman remai-lied t h a t ,  i n  h i s  view,  t h e  r a t i o n a l e  f o r  t h e  p r o  
base f o r  c o n t r i b u t i o n  was t h a t  i t  re f l - ec t ed  members' a c t u a l  p o s i t i o n s  as 
closel;? as was p o s s i b l e .  

Mr. Evans s t a c e d  t h a t  he had fewer p r o  m s  w i t h  the  r e v i s e d  Arora 
o o b j e c t i o n  t o  any propos p roposa l  t han  wi th  e a r l i e r  v e r s i o n s  . -  FIe ha 

aimed a t  s t r eng thkn ing  suppor t  groups.  However , he doubted t h a t  t h e  
?@sed approach would prodLjce t h e  amounts of  f i n a n c i n g  r e q u i r e d ,  Amo 
problems,  it lacked  a sound b a s i s .  The Board h a d ,  however, been  f o r c e d  
toward a ->Toluntary approach because D i r e c t o r s  had n o t  been a b l e  t o  o 
t h e i r  qualms abolAt t h e  use o f  t h e  General  Resources Account and burd  
s h a r i n g  t o  solve the a r r e a r s  problem. A f u r t h e r  e f f o r t  i n  t h a t  d i r e c t i  
might be w,irranted be fo re  dec id ing  upon a new approach.  

The D i r e c t o r s  were -:ery c l o s e  t o  ag ree ing  upon t h  
the  use  o f  t h e  General  Resources Account,  w i th  a p p r o p r i a t e  back ing ,  t o  
suppor t  t h a t  approach,  Mr. Brans observed.  The proposed mechanism, ho 
resembled a ve ry  s h o r t - t e r m  b r i d g i n g  loark t h a t  would a l l o w  a r r e a r s  t o  
c l e a r e d  so t h a t  f u r t h e r  disbursements  could be maze. In t h a t  r e s p e c t  
could  r e l i e v e  the  p r e s s u r e  on suppor t  groups by burden s h a r i n g  through 
General  P.esources Account. 

He could  ag ree  t o  the  proposa l  o n l y  i f  i t  was s t r i c t l y  l i m i t e d  t 
11 arrears c o u n t r i e s ,  Mr. Evans remarked. Moreover, i t  should  be 1 
t o  t h o s e  c o u n t r i e s  w i th  programs t h a t  h e l d  ou t  t h e  p rospec t  o f  a r e  
e x t e r n a l  v i a b i l i t y .  D i r e c t o r s  had  agreed on t h a t  p r i n c i p l e ,  which 
t o  be g iven  o p e r a t i o n a l  c o n t e n t .  Programs t h a t  could  a s s u r e  repayme 
the reby  s t r e n g t h e n  the  Fund. F o r  t h a t  r e a s o n ,  he was  prepared  t o  l o o  
p r o p o s a l s  t h a t  he miyht no t  o therwise  be w i l l i n g  t o  c o n s i d e r .  The r i g h t  
approach w a s  p r e f e r a b l e  t o  p u t t i n g  too  much r e l i a n c e  on v o l u n t a r y  c o n t r i  
t ior is  o r  suppor t  g roups .  

Mr. Yainazalci s a i d  t h a t  he welcomed the Chairman's e f f o r t s  t o  h e l p  
Board r each  a consensus on a s t r eng thened  a r r e a r s  s t r a t e g y .  While h i s  
a u t h o r i t i e s  were w i l l i n g  t o  approach the ou t s t and ing  i s s u e s  i n  t h e  s p i r i  
compromise, he had r o  r e s e r v e  h i s  c h a i r ' s  p o s i t i o n  pending c o n s u l t a t i o n  
h i s  a u t h o r i t i e s  on the  most r e c e n t  p r o p o s a l s .  H i s  cumments were t h e r e f  
p e r s o n a l  ;nd p r e i i m i n a r y .  

With r e s p e c t  c o  scr?ngthening  vo lun ta ry  f i n a n c i n g  i n  che a r r e a r s  
strategy, h z s  c h a i r  ha6 s t r o n g l y  suppor ted  t h e  suppor t  group approach ,  
because che i n t e n s i f i e d  c o l l a b o r a t i v e  approach aimed a t  s t r e n g t h e n i n g  
the Fund's f i n z n c i a l  i n r e g r i t y  by h e l p i n g  t o  c l e a r  a r r e a r s  t o  the Fund, 

. .  
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Mr. Yamazaki r e c a l l e d .  Although he con t inued  t o  ho ld  t h e  view t h a t  t-hc 
s u p p o r t  group shou ld  p l a y  an impor tan t  r o l e  i n  t h :  c o n t e x t  of  a Fund- 
moni tored  program, he s h a r e d  t h e  v a r i o u s  concerns  t h a t  had been exprcsseiii 
by o t h e r  D i r e c t o r s ,  p a r t i c u l a r l y  M r .  Clark, a t  p rev ious  d i s c u s s i o n s  on rhe 
s l ippor t  group approach .  I n  that  connec t ion ,  M r .  A r o r a ' s  p roposa l  mer i t ed  
f u r t h e r  c o n s i d e r a t i o n  i n  the c o n t e x t  of supplementing suppor t  group ef 
t o  mob i l i ze  m u l t i l a t e r a l  arid b i l a t e r a l  a s s i s t a n c e .  

I t  was e s s e n t i a l  f o r  t h e  success  of  t h e  s t r eng thened  arrears strate-gj 
t o  e n s u r e  f a i r  burden s h a r i n g  among member c o u n t r i e s  and t o  supplement che 
b u r d e n - s h a r i n g  and suppor t  group mechanisms through vo lun ta ry  c o n t r i b u t i o n s  
from t h o s e  member c o u n t r i e s  t h a t  were n o t  p a r t i c i p a n t s  i n  e i ther  mechanism, 
Mr. Yamazakl cons ide red .  Such a mechanism c o u l d  i n c r e a s e  t h e  i n c e n t i v e  t o  
j o i n  t h e  suppor t  group e f f o r r .  

M r .  Enoch observed t h a t  i f  t h e  r e v i s e d  Arora p roposa l  w a s  implemeuted 
as sugges t ed  and if it s e r v e d  to  keep members c u r r e n t ,  under t h e  p r e s e n t  
b u r d e n - s h a r i n g  arrangements  c r e d i t o r s  would pay e x a c t l y  the same amoant,  b 
w i t h  a lower - -80  p e r c e n t - - r a t e  of remunerat ion,  However, d e b t o r s  would pay 
less - - 50 p e r c e n t  l e s s  - - i a s o f  a r  as t h e  v o l u n t a r y  c o n t r i b u t i o n s  s e r v e d  t o  keep 
m e m b e r s  current :  because o f  t h e  proposed asymmetric burden s h a r i n g .  
the  g r e a t e r  the v o l u n t a r y  c o n t r i b u t i o n s ,  t h e  l e s s  t h e  c o u n t e r p a r t  p rovided  
by d e b t o r s .  

I'i-ius, 

That outcome posed 1x0 problems, namely, symmetry and e q u i t y ,  Nr. Enoc 
commer..ted. Asymmetric burden s h a r i n g  cou ld  d e t e r  members from c o n t r i b u t i n g  
under  t h e  Arora proposa l  because  i n  a sense  they  were n o t  p rov id ing  finarzce 
f o r  t h e  member i n  arrears b u t  i n s t e a d  were r e l i e v i n g  t h e  e x i s t i n g  burden- 
s h a r i n g  o b l i g a t i o n s  o f  the  d e b t o r  c o u n t r i e s .  Thus,  t h e  two proposals 
i n t e r r e l a t e d ,  e s s e n t i a l l y  because o f  t h e  asymmetry o f  burden s h a r i n g  ii 
t h e  new s p e c i a l  con t ingen t  accoun t .  That f e a t u r e  a l s o  r a i s e d  t h e  prub  
e q u i t y '  I n  his v i e w ,  t h e  whole package shou1.d be symmetric ,ilid e q u i t n  
as t o  encourage t h e  success  of t h e  component p a r t s ,  

I n  response  t o  a q u e s t i o n  from t h e  Chairman, Mr. Enoch s a i d  t h a t  h e  
would be somewhat more coinfor table  wi th  a formulacion t h a t  s t z e s s e d  chat 
keeping  c u r r e n t  du r ing  t h e  program p e r i o d  was, f i r s t ,  t h e  t a s k  of the 
c o u n t r y ,  and second,  t h e  t a s k  o f  t h e  suppor t  group,  r e i n f c r c e d  as e n v i s a g  
under  t h e  Arora p r o p o s a l .  The sugges ted  approach coii ld be f u r t h e r  impr 
by p r o v i d i n g  t h a t  asymmetry would arise only beyond a c e r t a i n  l eve l .  F 
example,  i f  t h e  exiscing S p e c i a l  Cont ingent  Account were m i n t s i n e d  i i t -  i t -  
o r i g i n a l  I evel. then  asymrretry would a r i s e  only  a t  t h e  margin.  

Mr-s . F i l a r d o  coinmerited that she a l s o  ques t ioned  t h e  asynunetric trea'c 
ment i n  t h e  sugges ted  approach ,  p a r t i c u l a r l y  from t h e  point- of view ti: 

debtors. 

M r .  Filosa r e c a l l e d  that:  t h e  o r ig i -na l  Arora  p roposa l  was very  L J E ~ ~ C  ~ 

The r e v i s e d  v e r s i o n  sought t o  i nc lude  an element of fairness, h u t  t h a r  



a?paren;ly was far. from beii ig achieved. '1.n add. l t ion .  ti-ic prc>;losal ~ M C !  

. i i~!p l ica t ions  f o r  burde:; s h a r i n g  t h a t  were no t  e n t i r e l y  lcriciw;:. 
wi.th MI:. 
f o r  c o n t r i - h u t i o n s .  
aged arid which c o u n t r i e s  were expec ted  t o  make v o l u n t a r y  contributi ~ c ~ ~ ~ c i  

Un.isi.1 i h e  r a m i f i c a t i o n s  o f  t h e  p roposa l  w e r ; ?  c l . e a r ,  he  could  not t ake  3 
posit::i.on on t h e  matter. 
r a b l e  burden-  s h a r i n g  mechanism and €or  a d d i c i o r d  quota-based  cuntributimis 
t o  h e l p  f i n a n c e  suppor t  group e f f o r t s .  

8e aq;:eed -, 

Dawson on the need t o  understarid the in ip l i ca t ions  o f  the  tnec.ti:irl-i.srll 

Moreover, h e  wondered how much add2 t i o n a l i t y  wsis envl:.:- 

He could  only a.gree on t h e  need for a. more eq::j.- 

I-le would prefer '  a s imple r  approach,  e n t i r e l y  independen.i-. o f  t h e  p ro -  
p o s a l  f o r  a new s p e c i a l  con t ingen t  accoun t ,  Nr. F i l o s a  coiiunentttd. A c 3 ~ n r ,  
p r e c i s e  d e s c r i p t i o n  o f  t h e  envisaged  bu rden- sha r ing  mechanism w o u l d  be 
fie l p  ful 

Thz Chairman remarked t h a t  he agreed  w i t h  Mr. F i l o s a  on t h e  need for 
s i m p l i c i t y ,  which he would t r y  ta s a t i s f y  i n  p r e s e n t i n g  t h e  f ina l ,  package.  
The objective was t o  ach teve  a d d i t i o n a l i t y  withi;,  a framework o f  s i m p l i c i t y .  

Mr. Grosche commented t h a t  i n  t h e  q u e s t  f o r  s i m p l i c i t y ,  c o u n t r i e s  which 
w e r e  b e i n g  asked t o  be major c o n t r i b u t o r s  t o  t h e  suppor t  group should  riot b~ 
g i v e n  a n  escape  c l a u s e .  The mispercept ion  t h a t  t h e  Fund would a s s u r e  addi 
t i o n a l i t y  through an Arora- type  mechanism must be  avoided .  

M r .  Fogelholm s t a t e d  t h a t  h i s  view was s i m i l a r  t o  Mr. F i l o s a ' s .  He 
b e l i e v e d  t h a t  M r .  A r o r a ' s  o r i . g ina1  proposa l  had been a l t e r e d  t o  such an  
e x t e n t  t h a t  i t  should  no longer  h e a r  h i s  name. I n  f a c t ,  t h e  sugges ted  
versior. w a s  no th ing  more thar: t h e  suppor t  group approach.  Nonethcle.;s, i - 1 ~  

wou1.d n o t  object t o  i t s  i n c l u s i o n  because i t  could  provide  soiiie additi.ona. 'i .  
r e s a u r c e s  , a l though he remained s k e p t i c a l  about  i.ts l i k e l y  contribution t o  
f i n a n c i n g  members ' o b l i g a t i o n s  t o  t h e  Fund. 

Mr. Arora s a i d  that he welcomed the Cliairman's s t a t e m e n t ,  wliich p u t  
t o g e t h e r  t h e  elements  needed t o  reach  an agreement on a p a r t i c u l a r l y  complex 
i s sue .  H e  unders tood  from the d i s c u s s i o n  t h a t  t h e  present burden-sharing 
arrangement  f o r  the e x i s t i n g  S p e c i a l  Cont ingent  Account would  continue. 
I n  a d d i t i o n ,  t h e r e  would be a s e p a r a t e  bu rden- sha r ing  mechanisni, a second 
s p c i a l  con t ingen t  accoun t ,  which would have the l i m i t e d  o b j e c t i v e  ti, back 
f i n a n c i n g  under t h e  r i g h t s  approach .  

The o r i g i n a l  i d e a  w a s  more comprehensive wi th  r e s p e c t  t o  burden s h n r i ~ i g  
and would have had some b e n e f i c i a l  impact on t h e  deb to r  counrri .es> but as  
t h a t  approach had  n o t  been found t o  be p r a c t i c a l ,  a l i m i t e d  conci.r)t: had bc:en 
p u t  forward ,  Mr, Arora observed .  He had no 0b jec t io .n  t o  t h e  1. i m i i r c d  -ver..;icii-i 

at' ail, b u t  i n  h i s  view, t h e  a d d i t i o n a l  burden would f a l l  on rl;c dehtor  
coun,Kries,  and t h a t  w a s  a matter o f  concern .  He wondered what- ;.:-:!:;rezse i ~ ?  
the r a t e  of charge  was f o r e s e e n  under che proposed a p p r o a c h .  
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H e  wished to underl . ine t:l.it? conf idence  exni-essed by t h e  Chairman L n  t :he 
s u p p o r t  group mechanism, Mr. Arora commented. Tlle prev ious  day D i r e c t o r s  
had d i s c u s s e d ,  imdei- t he  chairmanship o f  t h e  Deputy Managing D i r e c t o r ,  t h e  
suppor t  group f o r  t h e  f i n a n c i a l  program f o r  Zambia. For 1990 a l o n e ,  
Zambia's f i n a n c i n g  requi rements  were pu t  a t  SDR 500 m i l l i o n ,  which i .ncluded 
an element  of f i n a n c i n g  f o r .  t h e  program as w e l l  as t o  h e l p  Zambia keep 
cur ren t : .  Moreover, tlie mediwn- term ba lance  of  payments s i t u a t i o n  w a s  n o t  
o p t i m i s t i c .  The re fo re ,  i t  was doub t fu l  t h a t  the suppor t  group,  t o g e t h e r  
w i t h  t h e  c o u n t r y ,  would be a b l e  t o  muster the  r e s o u r c e s  needed f o r  Zambia 
t o  keep c u r r e n t .  If t h e  p roposa l  f o r  a quota-based  mechanism w a s  cons ide red  
t o  be i m p r a c t i c a l ,  t h e  idea  t o  u t i l i z e  o t h e r  sugges t ions  t h a t  had  been p u t  
forward by Execut ive D i r e c t o r s  should  be r e i n f o r c e d ,  because some of  those  
f l e x i b l e  ideas would be needed t o  make t h e  Fund-supported programs a succ t ' ss  
and t o  avoid  a s i t u a t i o n  where a r r e a r s  would a g a i n  accumulate .  

The Chairman remarked t h a t  he could  imagine i n d i v i d u a l  cases t h a t  were 
s o  d i f f i c u l t  t h a t  i t  would be necessa ry  t o  ask suppor t  group members f o r  
c o n t r i b u t i o n s  exceeding 1 p e r c e n t  o f  t h e i r  quo ta  i n  o r d e r  t o  e l i m i n a t e  a 
c o u n t r y ' s  a r r e a r s  problem. Such a r eques t  w a s  w i t h i n  t h e  s p i r i t  o f  t h e  
c a s e - b y - c a s e  approach,  and i f  i t  w a s  pe rce ived  by t h e  membership as a way o f  
e r a s i n g  t h e  p a s t  wi thout  c r e a t i n g  a precedent  f o r  t h e  f u t u r e ,  i t  would n o t  
appear  t o  be unreasonable .  S o ,  whi le  he  unders tood  Mr. A4r0ra ' s  s k e p t i c i s m  
about  t h e  amount o f  suppor t  group f i n a n c i n g  t o  be expec ted ,  i t  should be 
accep ted  t h a t  the Fund might have t o  c a l l  upon the membership €or an  excep-  

implement an  adjustment  program. 
- t i o n a l  e f f o r t  t o  a s s i s t  a member which w a s  making a s t r enuous  e f f o r t  t o  

Mr. Post l imus , commenting on the  sugges ted  approach t o  f i n a n c i n g  t h e  
r i g h t s  approach,  s a i d  t h a t  paragraph c might be understood t o  imply t h a t  the 
s t r o n g e r  t h e  performance of  a count ry  under a Fund-monitored program, t h e  
more l i k e l y  i t  was t h a t  it could  use  the  r e sources  of  t he  enhanced s t r u c -  
t u r a l  ad jus tment  f a c i l i t y ,  r a t h e r  than  those  of  t he  General Resources 
Account.  A s  t h a t  was n o t  t h e  i n t e n t i o n ,  t h e  paragraph should  be reformu- 
l a t e d  t o  avoid  any misunderstar.ding o f  the excep t iona l  use o f  t he  enhanced 
s t r  uc tur  a 1 ad  j u s  tinent f a  c i 1 i ty . 

The Chairman observed t h a t  a subsequent  arrangement would involve  upper 
t r anche  c o n d i t i o n a l i t y ,  which would apply  t o  t h e  use o f  bo th  the  ex tended  
Fund and t h e  enhanced s t r u c t u r a l  adjustment  f a c i l i t i e s .  The paragraph could  
p e r h a p s  be amended t o  u n d e r l i n e  D i r e c t o r s '  c a l l s  €or e x t r e n e  prudence ir! 
u t i l i z i n g  the  r e sources  of t he  enhanced s t r u c t u r a l  adjustment  f a c i l i t y ,  and 
t o  i n d i c a t e  t h a t  t h e  f i n a l  d e c i s i o n  on t h e  use of r e sources  would have t o  
be  t aken  on a case -by-case  b a s i s  and i n  che l i g h t  of  t h e  m e r i t s  o f  each p r o -  
g r a m  I n  n o t i n g  Mr. Pos th imus ' s  p o i n t ,  he. wanted t o  s t r e s s  t h a t  any use o f  
r e sources  would  have T O  be i n  suppor t  o f  h i g h - q u a l i t y  programs.  

fd!r, Feltliimn considered t.hnt t he  idea  o f  an "even tua l  e x e i c i s c  o f  
L-i.p,t.i;s" 11,c-eded fur t :her  analysis and c o n s i d e r a t i o n .  I n  p a r t i c u l a r ,  he 
woridci-ed wt;cL:hcr C ~ P  refprence t o  Mr . Posthumus's e a r l i e r  p roposa l  rnennt 
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:hLi_t one i.~ay of e x e r c i s i n g  r i g h t s  could  be  the  deaccumulat ion o f  a r r e a r s .  
In any e v e n t ,  the meanlng of " e x e r c i s e  of  r i g h t s "  was open and might have 
severa l  i n t e r p r e t a t i o n s .  

The Chairman remarked t h a t  t h e  r e f e r e n c e  i n  h i s  scatement  t o  sugges- 
t i o n s  t h a t  had been made t h a t  might h e l p ,  i f  no g e n e r a l l y ,  t hen  i n  p a r t i  
u l a r  c a s e s ,  was u n r e l a t e d  t o  h i s  o u t l i n e  of  t h e  
approach.  The l a t t e r  approach would be fo l lowe  f o r  the 11 a r r e a r s  c a s e s  
and shotlid s u f f i c e  f o r  many of them. 
coul-d be d i f f i c u l t  and a s  t h e  Fund had no exper ience  a5 y e t  i n  c l e a r i n g  
a r r e a r s ,  a few o t h e r  sugges t ions  macle by D i r e c t o r s - - w h i c h ,  while no 
a l l y  ag reed ,  were i n t e r e s t i n g  and conformed t h e  A r t i c l e s -  - shou ld  
i n  res i l rvp .  For i n s t a n c e ,  Mr. Postbumus's s g e s t i o n  might be cons 
t h e  Board could  no t  accomplish i t s  o b j e c t i v e  through t h e  proposed appro 

M r .  Feldman s t a t e d  t h a t  he welcomed t h e  Chai n ' s  c l a r i f i c a t i o n ,  w 
e t e d  f l e x i b l y  and on 

roposed a l t e r n a t i v e  

But: because t h e  c l e a r a n c e  of  arrears 

implied t h a t  t h e  e x e r c i s e  o f  r i g h t s  would be i n t e  
a c a s e - b y - c a s e  b a s i s .  We would a l s o  r e c i a t e  some c l a r i f i c a t i o n  w i  
r e s p e c t  t o  paragraph o f  the propos l t e r n a t i v e  a roach ,  I n  p a r t  
t h e  r e f e r e n c e  t o  " t h e  use of  Fund re c e s  on an ap opriate scale"  r a i  
d i f f i c u l t i e s  because of D i r e c t o r s '  concerns about pro longed  use and t h e  need 
t o  s c a l e  down t h e  amounts o f  Fund f i n a n c i n g  i n  subsequent  programs. 

The Chairman responded 'chat i n  r each ing  a judgment on w h a t  would be  t h e  
a p p r o p r i a t e  s c a l e ,  t h e  Board would have t o  ba l ance  t h e  need f o r  adequate  
f i n a n c i n g  o f  a memher's adjustment  e f f o r t  and i t s  concern t o  p r e s e r v e  t h e  
monarary c h a r a c t e r  of  t h e  Fund. The formula t ion  a l s o  recognized  t h a t  i n  
view o f  t h e  l a r g e  amounts o f  accumulated a r rears ,  a few c o u n t r i e s  might 
r e q u i r e  e x c e p t i o n a l  t r e a t m e n t .  For t h a t  r eason ,  h e  had sugges ted  t h a t  t 
g e n e r a l  approach be r e s t r i c t e d  t o  t h e  11 c a s e s  o f  p r o t r a c t e d  a r r e a r s ,  s o  a 
t o  i n s u l a t e  those  c a s e s  f o r  which some r ecour se  t o  e x c e p t i o n a l  access  and 
phas ing  might be necessa ry .  

Mr. Feldman sa id  that  i n  t h a t  connec t ion ,  he  wondered whether t h e  
d o u b l e  l i m i t a r i o n - - n a m e l y ,  t o  11 c o u n t r i e s ,  and  o f  t h o s e ,  t o  on ly  t h e  
c o u n t r i e s  e n t e r i n g  i n t o  a Fund-monitored program b e f o r e  t h e  end o f  3.990-- 
was n e c e s s a r y .  
e l a b o r a t e  an  ad jus tment  program might need a longe r  t i m e  t o  do s o  than  t h  
end  o f  1990. 

I t  was p o s s i b l e  t h a t  some c o u n t r i e s  which were p repa red  t o  

The Chairman remarked t h a t  t h e  l i m i t a t i o n  was, of  c o u r s e ,  € o r  t h e  
judgment of t h e  Board. D i r e c t o r s  had g e n e r a l l y  agreed  on i n s u l a t i n g  t h e  
11 c a s s s .  T h e  second l i m i t a t i o n -  - t o  members w i t h  programs s t a r t e d  b e f o r  
%he end o f  1 ? 9 0 - - r e f l e c t e d  the  d e s i r e  t o  e l i m i n a t e  the a r r e a r s  problem as 
soon as  poss ib le .  I t  was f o r  t h e  Board t o  dec ide  whether management m d  the 
stciff wei-e too ambi t ious  i n  t h a t  r e g a r d .  

Plr. Finai.;h asked ~ h ~ l i h e r  the r e f e r e n c e  t o  t h e  use o f  resoul-ces  i n  
~ ~ j r a g r c . - p h  r p l a t e d  E O  the Fund-monitored program o r  t o  t h e  subsequent  
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Program. 
the r a t i o n a l e  f o r  an  excep t iona l  use  o f  t h e  enhanced s t r u c t u r a l  ad jus tmen t  
f ac i  1 i t y  . 

I f  i t  a p p l i e d  t o  t h e  subsequent  program, he wondered what wds 

The Chairman exp la ined  t ha t  D i r e c t o r s  had observed  t h a t  t h e  Fund- 

moni tored  program and t h e  subsequent  program were c l o s e l y  connec ted ,  and f 
t h a t  r e a s o n ,  he had n o t  proposed t o  dLs t ingu i sh  p r e c i s e l y  between t h e  txo 
t o  draw a s t r o n g  c o n t r a s t  between them. Both programs cou ld  work t o g c t h a r  
t o  h e l p  t h e  coun t ry  t o  r e t u r n  t o  a v i  e s i t u a t i o n .  

M r .  Kafka said t h a t  he d i d  no  t h e  l o g i c  of paragraph  b _ .  In 
p a r t i c u l a r ,  i f  a coun t ry  r e c e i v e d  t a l  s u p p o r t  to c l e a r  i t s  a r r ea r s ,  
i t  would appear  p u n i t i v e  t o  f o r c e  it subsequent ly  t o  a c c e p t  t h e  f i n a n c i a l  
s u p p o r t  of t h e  Fund o r  a program w i t h  no a d d i t i o n a l  s u p p o r t ,  even though r h  
member con t inued  t o  meet i t s  o b l i g a  ns  i n  a t ime ly  nianner. The purpose 
should be t o  reduce t h e  number of  c t r ies  hav ing  arrangements  with t h e  
Fund, and e s p e c i a l l y  ze ro  access  arrangeme s .  Ile could  i i o t  a c c e p t  t h a t  
p o i n t .  

The Chairman remarked t h a t  he undersrood M r .  Kafka 's  concern about  
r educ ing  t h e  number of  Fund-supported programs. A t  t h e  same t i m e ,  i n  view 
o f  t h e  accumulated a r r e a r s  o f .  and t h e  p r o s p e c t s  f o r ,  t h e  I1 c o u n t r i e s ,  a 
subsequent  arrangement wi th  t h e  Fund fo l lowing  a Fund-monitored program 
would be i n e s c a p a b l e .  I t  w a s  p r e f e r a b l e ,  i n  h i s  view, t o  he f r a n k  w i t h  
members and to  t e l l  them that t h a t  would be  t h e  normal cour se  of a c c i o n .  

M r .  Kafka s t a t e d  r h a t  he s t i l l  could  n o t  unders tand  the l o g i c  of 
p r o p o s a l .  Once a cour;.cry had completed a Fund-monitored program ir wo 
draw i t s  r i g h t s  and would then  be  i n  t h e  same p o s i t i o n  as any othelr h o r  
from t h e  Fund. A t  that p o i n t ,  it woiild r epay ,  o r  would n o t  repay ,  its 
o b l i g a t i o n s  i n  a t imely  manner. If i t  d i d  n o t  r epay ,  i t  would be s u b j e c t  
a l l  the s a n c t i o n s  o f  t h e  a r r e a r s  s t r a t e g y .  If i t  r e p a i d ,  he saw no reason 
why the member had t o  have a program. Such a requi rement  would mean t h a e  
any coun t ry  which had eve r  borrowed from t h e  Fund would have to have a z e  
access prograni u n t i l  such time as i t  had fully repaid i t s  purchases. He 
cou ld  n o t  suppor t  t h e  p roposa l  a5 it  s t o o d .  

M r .  Dawson rerr;arked t h a t  i n  his view, t h e  e x e r c i s e  o f  r i g h t s  should be 
viewed as a r e f i n a n c i n g  o f  t h e  accumulated arrears i n t o  an imioediate p r o  
gram, so t h a t  t h e  a c t i v a t i o n  o f  r i g h t s  involved  t h e  c r e a t i o n  of a new a m  
of  c r e d i t  out: tanding. Indeed ,  f o r  a number of count r i . es  t he  amounts WoUld 
be  e q u i v a l e n t  t o  a l a r g e  pe rcen tage  o f  quota o u t s t a n d i n g .  I t  would be 
i r r e s p o n s i b l e  t o  approv" new c red i t s  of such magnitude wjrhout  s i m u l t a n e -  
otisly approving  a n e w  arrangement w i t h  t h e  Fund. 

Mr. Kafica observed that:  the e x e r c i s e  o f  r i g h t s  could  o n l y  t a k e  p l a c e  
a f t e r  t h e  coun t ry  l-iad s u c c e s s f u l l y  coii ipletfd a t ~ o -  
mon i t~ore3  pr-grarn. The t r ans fo rma t ion  t o o k  p l a c e  Z*5 t1.e result, O r  as 2 

~r t h ree  - y e a r  $kind- 



::.ewai:d f o r ,  t h e  complet ion of t h a t  program. There was therefore no nw:d 
the f u r t h e r  c o n d i t i o n  o f  approval  of a subsequent  program. 

0x1 l i m i t i n g  t h e  a l t e r n a t i v e  approach t o  the  f l  c o u n t r i e s  w i t h  p r o -  
t r a c t e d  a r r e a r s ,  I:r. Kaflca s a i d  t h a t  he would r e s e r v e  h i s  p o s i t i o n  f o r  t h e  
r easons  he  had g iven  e a r l i e r .  

The Chairman s a i d  t h a t  i f ,  a f t e r  t h e  comple t ion  o f  a Fund-monieored 
program, t h e  member's s i t u a t i o n  w a s  such t h a t  i t  would n o t  need a s u c c e s s o r  
program, he  would be d e l i g h t e d  n o t  t o  have t o  recommend one;  b u t  that: was 
u n l i k e l y .  

The D i r e c t o r  of t h e  Exchange and Trade R e l a t i o n s  Department observed 
t h a t  t he  proposed approach was based on t w o  c o n s i d e r a t i o n s .  The first; w a s  
a matter o f  p r a c t i c a l i t y :  even a f t e r ,  s a y ,  a t h r e e - y e a r  program o f  good 
performance ,  t h e  coun t ry  i n  q u e s t i o n  would a lmost  c e r t a i n l y  have had t o  
r e schedu le  a whole s e r i e s  o f  o b l i g a t i o n s  o t h e r  t h a n  those  t o  t h e  Fund. 
T h e r e f o r e ,  t h e  f i n a n c i n g  needs o f  t h a t  count*-y over t h e  subsequent  p e r i o d  
might  w e l l  be unusua l ly  l a rge ,  A second c o n s i d e r a t i o n - - a n d  a b a s i c  y r i n -  
c i p l e - - w a s  t h a t  t h e  e x e r c i s e  o f  r i g h t s  would involve  a l a r g e ,  front-1.oaded 
d isbursement  o f  r e s o u r c e s ,  which a l though  s u r e l y  j u s t i f i e d  by t h r e e  y e a r s  of 
good performance,  was s t i l l  a h i g h l y  e x c e p t i o n a l  d i sbursement .  In that: 
s e n s e ,  i t  would be prudent  f o r  t he  Fund t o  ensu re  t h a t  t h e  member's economic 
performance remained on l i n e  f o r  a c e r t a i n  p e r i o d  o f  time by means o f  an 
arrangement  wi th  t h e  Fund. 

Mr. Nimat2l lah s a i d  t h a t  paragraph  c w a s  w e l l  fo rmula ted  and should  he 
r e t a i n e d  a s  i t  s t o o d  because it s k i l l f u l l y  covered  all p o s s i b i l i t i e s .  

Mr. Grosche remarked t h a t  he unders tood  that: t h e  r i g h t s  t o  be e x e r c i s e d  
w e r e  f o r  a f r o n t - l o a d e d  program. Thus,  t h e  r i g h t s  could  n o t  be  a c t i v a t e d  
wi thou t  a new program. A s  t o  t h e  new program, he w a s  concerned about  t h e  
amount o f  access  to be g ran ted  i n  i n d i v i d u a l  c a s e s .  High access could p l e c e  
a heavy d e b t - s e r v i c i n g  burden on a count ry  immediately from t h e  o u t s e t  o f  a 
n e w  program. I n  t h a t  r e g a r d ,  he was s t i l l  g r a p p l i n g  wi th  t h e  i d e a  of  
a l l o w i n g  a coun t ry  t o  s t r e t c h  somewhat the repayment o f  overdue cha rges  over  
t i m e ,  which meant t h a t  c r e d i t o r s  and d e b t o r s  o f  t h e  Fund would have t o  w a i t  
a l i t t l e  l onge r  f o r  repayment of  t h e  r e sources  t h a t  they had provided  under  
t h e  bu rden- sha r ing  arrangement .  If overdue cha rges  t h a t  had been accumu- 
l a t e d  p r i o r  t o  t h e  s ta r t  o f  t h e  Fund-monitored program--and which had been 
covered thruugh burden s h a r i n g - - c o u l d  be c l e a r e d  over  time i n  l i n e  wi th  t h e  
new program's  p r o g r e s s ,  t h e n  access  t o  t h e  General  Resources Account c o u l d ,  
a t  t h e  v e r y  beginning ,  be  l i m i t e d  t o  t h e  amount necessa ry  t o  repurchase  t h e  
overdue o b l i g a t i o n s .  
new program, and t h o s e  c o u n t r i e s  t h a t  were e l i g i b l e  t o  u se  t h e  s t r u c t u r d i !  
ad jus tmen t  arid enhanced s t r u c t u r a l  ad jus tment  f a c i l i t i e s  cou ld  c e r t a i n l y  
draw on t h o s e  r e s o u r c e s  i n  t h a t  p e r i o d .  

O f  c o u r s e ,  c o u n t r i e s  would need f r e s h  moriey d u r i n g  the 
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Such r e sourczs  w e r e  n o t ,  however, meant t o  r e f i n a n c e  overdue o b l i g a -  
tions and cha rges ,  Mr. Crosche s t ressed.  No t r a n s f e r s  of r i s k  shou ld  t a k e  
p l a c e  from c r e d i t o r s  o f  t he  General  Resources Account t o  c r e d i t o r s  of t h e  
ESAF T r u s t .  Moreover, t h e  enhanced s t r u c t u r a l  ad jus tment  f a c i l i t y  w a s  
dev i sed  t o  ass is t  a coun t ry  t o  implenient s t r u c t u r a l  reforms over  t i m e ,  and 
d jshursements  under t h a t  f a c i l i t y  were t o  be  made i n  l i n e  w i t h  a program's  
p r o g r e s s .  
w i t h  paragraph  2 and would have t o  r e s e r v e  h i s  f i n a l  p o s i t i o n  on t h a t  p o i n t .  

Some f l e x i b i l i t y  w a s  p o s s i b l e ,  b u t  he s t i l l  had some problems 

Mrs. F i l a r d o  s a i d  t h a t  she  1,ked paragraph c and w a s  n o t  as o p t i m i s t i c  
as Mr. Kafia about  t he  need f o r  a subsequent  arrangement .  Her on ly  concern 
was t h a t  c o u n t r i e s  would have t o  demonstrate  t h e i r  w i l l i n g n e s s  t o  coope ra t e  
b e f o r e  t h e  end of  1 9 9 0 .  That  was a v e r y  s h o r t  p e r i o d  o f  time i n  which t o  
i n i t i a t e  a program, e s p e c i a l l y  i n  view of  t h e  c i rcumstances  o f  many of t h e  
11 c o u n t r i e s .  

M r .  Nimatal lah remarked t h a t  he understood t h a t  any r e f e r e n c e s  t o  an  
accumulat ion of  arrears meant new a r r e a r s ;  the o l d  arrears would be c l e a r e d  
through b r i d g e  f i n a n c i n g  and t h e  repayment of  b r i d g e  f i n a n c i n g  upon t h e  
member's a c t i v a t i o n  of i t s  r i g h t s ,  

Mr. Dawson commented t h a t  he understood t h a t  M r .  Grosche was w i l l i n g ,  
i n  p r i n c i p l e ,  t o  contemplate  t h e  use  of t h e  r e sources  o f  t h e  enhanced 
s t r u c t u r a l  adjustment  f a c i l i t y  t o  repay t h a t  p o r t i o n  o f  old a r r e a r s  t h a t  w a s  
a t t r i b u t a b l e  t o  cha rges .  

Mr. Grosche remarked tha t  overdue repurchases  should  be s e t t l ed  through 
a b r idge  i n t o  a new Fund-supported program. He w a s ,  however, concerned 
abou t  t h e  h igh  l e v e l  of  access  t h a t  was needeu i f  overdue charges  were 
inc luded  and t h e  immediate h igh  d e b t - s e r v i c e  burden f o r  t h e  count ry  v i s - a -  
v i s  the  Fund. I n  r e s p e c t  of  overdue cha rges ,  he  could  perhaps c o n s i d e r  
t h e  p o s s i b i l i t y  t o  schedule  repayments over  a longer  p e r i o d .  That  cou ld  
be done,  f o r  example, by g r a n t i n g  access  t o  the r e sources  o f  t h e  General  
Resources Account du r ing  t h e  course  o f  t h e  new program r a t h e r  t han  i n  one 
f r o n t - l o a d e d  pu rchase ;  t h e  purchases  could  be used t o  s e t t l e  t h e  cha rges  
over' time, and,  as a r e s u l t ,  t he  burden o f  s e r v i c i n g  new drawings would be 
somewhat l ower ,  and p a r t i c i p a n t s  i n  t h e  bu rden- sha r ing  arrangement would 
have t o  w a i t  l onge r  t o  be r e p a i d .  

As f a r  as f r e s h  money w a s  concerned,  t h e  r e sources  of  t h e  s t r u c t u r a l  
ad jus tment  and enhanced s t r u c t u r a l  ad jus tment  f a c i l i t i e s  could  be used t o  
p rov ide  suppor t  f o r  a g rowth -o r i en ted  adjustment  program, b u t  n o t  t o  s e t t l e  
overdue charges  o r  overdue o b l i g a t i o n s ,  Mr. Grosche concluded.  

Mr. Dawson observed t h a t  Mr. Grosche 's  proposa l  was n o t  p a r t i c u l a r l y  
generous .  For many of the  11 c o u n t r i e s ,  once t h e i r  r i g h t s  were exercised 
t~ f i n a n c e  s u b s t a n t i a l  r epurchases ,  l i t t l e  would remain f o r  f i n a n c i n g  a new 
program. On ano the r  i s s u e ,  he remained opposed t o  the  i d e a  o f  a deaccumula- 
t i o n  o f  rights. In h i s  view, t h a t  approach would be of l i t t l e  b e n e f i t  t o  



the count ry  b e c a u s e .  i n  e f f e c t ,  a deaccunu la t ion  of a r r e a r s  through a 
periL>>dic e x e r c i s e  of r i g h t s  cou.ld c a p i t a l i z e  p rev ious ly  d e f e r r e d  c h a r g e s .  

Mr. Grosche s t a t e d  t h a t  he agreed  w i t h  M r .  ljawson r e g a r d i n g  t h e  deaccu-  
muln t ion  of  a r r e a r s .  
from t h e  s t r u c t u r a l  ad jus tment  and enhanced s t r u c t u r a l  ad jus tment  f a c i l i  - 
t i e s  : t he  ou t s t and ing  amou.its i n  t h e  General  Resources Account would n o t  be 
i n c r e a s e d .  
and t h a t  Account should  no t  be viewed as a source  o f  a d d i t i o n a l  f r e s h  money. 
However, he  w a s  no t  dogmatic on t h a t  p o i n t :  a small amount o f  a c c e s s  t o  
t hose  r e sources  might be n e c e s s a r y ,  b u t  he would p r e f e r  t h a t  f r e s h  money 
shou ld  come p r i m a r i l y  from concess ionary  r e s o u r c e s .  

As t o  t h e  q u e s t i o n  of  f r e s h  money, i t  would cjnly come 

The use o f  General  Account r e s o u r c e s  w a s  r e l a t i v e l y  expens ive ,  

The Chairman asked whether M r .  Grosche could  accep t  t h a t  a f t e r  a 
coun t ry  had e x e r c i s e d  i t s  r i g h t s ,  i t  could  use  t h e  r e sources  o f  t h e  enhanced 
s t r u c t u r a l  adjustment  f a c i l i t y  t o  repay t h e  General  Resources Account.  

Mr. Grosche s a i d  zha t  whi le  he recognized t h e  f u n g i b i l i t y  o f  f i n a n c i n g ,  
he  unders tood  t h a t  a b r i d g e  necessary  t o  e f f e c t  r;he overdue repurchases  
xou ld  be r e f inanced  through access  t o  t h e  General  Resources Account i n  t h e  
c o n t e x t  of  a new Fund program. 
p rov ide  f o r  new cash  f o r  t he  count ry  concerned.  But t h e  enhanced s t r u c t u r a l  
ad jus tment  f a c i l i t y  could  provide  f r e s h  money t o  f inance  good programs. 
Thus,  t h e r e  was no need f o r  u s ing  r e sources  o €  t h e  enhanced s t r u c t u r a l  
ad jus tment  f a c i l i t y  t o  s e t t l e  t he  overdue r epurchases ,  and overdue charges  
could  be  d e a l t  wi th  through t h e i r  scheduled decumulat ion.  

The new program would i n  p r i n c i p l e  n o t  

Mt-. Landau remarked t h a t  he understood M r .  Grosche ' s  concern t h a t  a t  
t h e  end of t h e  Fund-monitored program t h e r e  should  n o t  be too  much f r o n t -  
l o a d i n g ,  because t h a t  could  c r e a t e  new d e b t - s e r v i c i n g  problems f o r  t he  
member. A s  t o  h i s  Froposa l  t o  " reschedule"  t h e  overdue charges  t h a t  had 
been accumulated s i n c e  the  begii-ining of  t he  Fund-monitored program, whi le  he 
ag reed  wi th  rhe s & s t a n c e ,  i n  e f f e c t ,  t h e  Fund would be granc ing  access  t o  a 
coun t ry  whi-ch was l e g a l l y  and t e c h n i c a l l y  s t i l l  i n  a r r e a r s .  That poss i 'u i l -  
i t y  had t o  be avoided.  tie wondered whether t h e  proposal. could  be reformu- 
l a t e d  so  a s  t o  avoid  f r o n t - l o a d i n g  as  we l l  as g r a n t i n g  access  t o  a count ry  
which was t e c h n i c a l l y  i n  a r r e a r s .  

He s t r o n g l y  suppor ted  the  idea  of a subsequent  program, Mr. Landau 
commented. To a l low s u b s t a n t i a l  drawings on t h e  Fund a t  t h e  end of t h e  
Fund-monitored program wi thout  p rov id ing  f o r  a f u r t h e r  arrangement wi th  the  
Fund would change the  whole phi losophy under ly ing  .che r i g h t s  approach.  

Mr. Dawson remarked t h a t  he s t i l l  had d i f f i c u l t y  unders tanding  how 
Mr. Grosche's sugges t ion  would b e n e f i t  an arrears coun t ry .  Under cha t  
approach ,  i n  1 9 9 2  a count ry  would have earned  its r i g h t s  and a ser ies  ~f 
t r a n s a c t i o n s  would t ake  p l a c e .  The p rev ious ly  d e f e r r e d  charges  t h a t  ha3  
been  handled cnder  burden s h a r i n g  would cont inue  and would be r e f inanced  i n  
some f a s h i o n ,  o r  he d i scha rged  i n  some k ind  o f  b a l l o o n  payment somewhere 
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down t h ~  r o a d .  
he t ransformed i n  some fashion i n t o  new c r e d i t  o u t s t a n d i n g .  which would 
accrue new charges a t  t r a d i t i o n a l  Fund rates. I n  a d d i t i o n ,  M r .  Grasche was 
willing t o  see those  c o u n t r i e s  which were e l i g i b l e  t o  use  t h e  s t r u c t u r a l  
ad jus tmen t  and t h e  enhanced s t r u c t u r a l  ad jus tment  f a c i l i t i e s  r e c e i v e  new 
money. 
c o u n c r l e s  concerned.  

Repurchascs arnounting t o  approximate ly  $ 2  b i l i i o I 1  would than 

That  approach would c r e a t e  a s u b s t a n t i a l  f i n a n c i n g  burden f o r  the 

For example. P e r u ' s  overdue o b l i g a t i o n s  were e q u i v a l e n t  t o  a lmost  
200 p e r c e n t  o f  quo ta ,  Mi:. Dawson commented. Zambia's were e q u i v a l e n t  t o  
278 p e r c e n t  o f  quo ta .  Under t h e  suggested approach ,  t hose  two c o u n t r i e s  
would be expec ted  t o  cont inue  t o  meet new charges  on t h a t  amount as w e l l  a s  

t o  make repayments .  I n  c o n t r a s t ,  t h e  u s e  o f  t h e  r e sources  o f  t h e  s t r u c t u r a l  
ad jus t inent  o r  enhanced s t r u c t u r a l  ad jus tment  f a c i l i t y  would lower t h e i r  debt  
bu rden .  In t h a t  r e g a r d ,  i t  should  a l s o  be r e c a l l e d  t h a t  p a r t  o f  t h e  problem 
i n  t h e  p a s t  was t h a t  t he  r a t e  o f  charge  had been i n a p p r o p r i a t e  i n  t h e  l i g h t  
of  t h e  payment c a p a c i t y  D f  some c o u n t r i e s ,  and c e r t a i n l y  t h a t  o f  I D A -  
e l i g i b l e  c o u n t r i e s .  

The D i r e c t o r  of  t h e  Exchange and Trade P e l a t i o n s  Department observed  
t h a t  D i r e c t o r s  had r a i s e d  two problems,  which were c l o s e l y  i n t e r r e l a t e d .  
The f i r s t  w a s  t h a t  t h e  use  of r i g h t s  t o  h e l p  repay  b r i d g e  f i n a n c i n g  a r r anged  
t o  c l e a r  accumulated overdue o b l i g a t i o n s - - b o t h  repurchases  and c h a r g e s - -  
would r e s u l t  i n  a l a r g e  i n i t i a l  drawing f o r  some c o u n t r i e s .  T h a t ,  as 
Mr. Evans r e c a l l e d ,  had been accepted  by most D i r e c t o r s  w i th  some r e l u c -  
t a n c e .  The second problem w a s  t h a t  u n l e s s  t h e  r i g h t s  were f inanced  by some 
combinat ion of  t h e  use  o f  t h e  enhanced s t r u c t u r a l  ad jus tment  f a c i l i t y  and 
t h e  Genera l  Resources Account,  t h e  l a t e r  accumulat ion o r  charges  could  
become a problem, as Mr. Dawson had c o r r e c t l y  p o i n t e d  o u t .  He wondered 
whether  t h e  d i f f i c u l t y  could  be  avoided by b u i l d i n g  on t h e  Chairman's sug-  
g e s t i o n  t h a t  a f t e r  a s h o r t  pe r iod  o f  t ime fo l lowing  a purchase  of  g e n e r a l  
r e s o u r c e s ,  a coun t ry  could  draw on t h e  enhanced s t r u c t u r a l  ad jus tment  
f a c i l i t y  on t h e  unders tanding  t h a t  p a r t  of t h e  disbursement  would be used 
t o  make repurchases  from t h e  General  Resources Account; t h e  t o t a l  amount 
o u t s t a n d i n g  would n o t  change,  b u t  t h e  charges  would be  s h a r p l y  d imin i shed .  

M r .  Grosche s a i d  t h a t  whi le  he recognized t h e  problem, the  s t a f f ' s  
s u g g e s t i o n  would t r a n s f e r  r i s k  from t h e  i n t e r n a t i o n a l  community t o  a f e w  
c r e d i t o r s  who w e r ?  no t  p r o t e c t e d ,  and t h a t  w a s  ano the r  problem. S ince  
g r a n t i n g  access  t o  r e g u l a r  Fund r e sources  i n  t h e  amounts necessa ry  t o  c l e a r  
overdue r epurchases  and charges  would c r e a t e  ano the r  heavy burden on coun- 
t r i e s  i n  t e r r -  of f u t u r e  c h a r g e s ,  he  wondered whether t h e r e  was a way-- 
w i i h o u t  c r e a t i n g  l e g a l l y  d i f f i c u l t  c i r cums tances -  - t o  d e l a y  t h e  s e t t l e m e n t  o f  
c h a r g c s .  

The  Chairman commented that D i r e c t o r s  hzd  o f f e r e d  valuable suggestions, 
each  o f  which posed some d i f f i c u l t i e s .  
M r .  Grosche's p o i n t  on t h e  s e c u r i t y  of  c la ims  on the ESAF T r u s t ,  

I n  p a r t i c u l a r ,  he had noted  
In  t h a t  



r e g a r d ,  he recaZlPd t h a t  it h a d  a l r e a d y  been stroiig1.y es  ta t r l ished t h a t  t h e  
u se  of- t he  Fund ' s  gold t o  s e c u r e  c la ims  w a s  a p c s s i h i - l i t y - .  

%r. Grosche r e c a l l . e d  . tha t  t h e  United S t a t e s  had  n o t  been wi.'Il:i..i-ig t o  
c o m m i t  l t s e l f  t o  t h e  use  o f  t h e  Fund's go ld  f o r  t h a t  purpose ,  b u C  i f  there 
w a s  a f i r m  commitinerit on t h e  p a r t  o f  t h e  Uni ted  S ta t e s  t o  a c c e p t  t h e  sale  of  
go ld  i n  o r d e r  t o  sn fegua rd  t h e  r e s o u r c e s  of  the. enhanced s t r u c t u r a l  a d j a r -  
ment f a c i l . i t y ,  hi.s p o s i t i o n  on t h e  u s e  of  t h a t  f a c i l i t y  might change.  

Another p o s s i b i l i t y  w a s  t h e  c r e a t i o n  o f  a s p e c i a l  window tr permi t  
a c c e s s  t o  t h e  regul  ar r e s o u r c e s  o f  t h e  Fund, w i th  longer  repurchase  p e r i o d s ,  
and on concess ior ia l  terms, Mr. Grosche commented. The i n t e r n a t i o n a l  conmu- 
n i t y  cou ld  commit i t s e l f  t o  con t inue  t h e  hu rden- sha r ing  arrangement:, b u t  
w i th  somewhat lower charges  on such drawings t o  a l low f o r  c o n c e s s i n n a l i t y .  
The toss i n  income for t h e  i n s t i t u t i o n  would be borne by d e b t o r s  and c r e d i -  
t o r s  as i n  t h e  c u r r e n t  bu rden- sha r ing  arrangement .  

M r .  Landau remarked t h a t  one way t o  a l l o w  a coun t ry  t o  r e s t r u c t u r e  its 
overdue charges  a t  t h e  end 01 t h e  Fund-monitored program wi thou t  b e i n g  
l e g a l l y  i n  arrears  under the  A r t i c l e s  w a s  t o  a l low payments i n  l o c a l  c u r -  
r ency ,  as had been sugges ted  e a r l i e r  by M r .  de Groote .  

The Chairman s a i d  t h a t  such a s o l u t i o n  might c r e a t e  o t h e r  p r o b l e m s ,  and 
\e would t h e r e f o r e  p r e f e r  t o  t r y  t o  f i n d  one s o l u t i o n  a long  the  l i n e s  o f  t h e  
proposed approach.  

Mr. Landau s t a t e d  t h a t  w i t h  r e s p e c t  t o  the  Fund-monitored program, h i s  
a u t h o r i t i e s  had some r e s e r v a t i o n s  about  t h e  u s e  of t h e  enhanced s t r u c t u r a l  
ad jus tment  f a c i l i t y .  
s t r u c t u r a l  ad jus tment  f a c i l i t y ,  t hey  would need some f u r t h e r  s t r e n g t h e n i n g  
of  t h e  Fund's  gua ran tee  t o  l e n d e r s ,  i n c l u d i n g  t h e  pledge w i t h  r e s p e c t  t o  C k i e  

u s e  o f  t h e  Fund's go ld .  

To be p repa red  t o  c o n s i d e r  t h e  use  of t h e  enhanced 

As t o  f i n a n c i n g  a t  t h e  end o f  t h e  Fund-moni t o r e d  program, t h e  p r o v i -  
s i o n s  o f  paragraph  c were a p p r o p r i a t e ,  Mr . Landau cons ide red .  They neither 
pre judged  nor  excluded t h e  use of  t h e  enhanced s t r u c t u r a l  ad jus tment  Eaci1.- 
i t y  o r  the  General  Resources Account a t  t h e  end of t h e  Fund-monitored 
program. The wording w a s  a p p r o p r i a t e  arid l e f t  t h e  f i n a l  d e c i s i o n  t o  t h e  
judgment o f  t h e  Board a t  t h e  a p p r o p r i a t e  t ime.  

Mr. Daws012 said t h a t  he could a c c e p t  t h e  end of 1990 as t h e  d e a d l i n e  
f o r  an arrears  count ry  t o  e n t e r  into a Fund-monitored program. 

M r .  Himata l lah  s a i d  t h a t  paragraph  was w e l l  fo rmula ted  and f l e x i b l e  

namely, p a s t  due c h a r g e s ,  f u t u r e  c h a r g e s ,  p a s t  due r e p u r c h a s e s ,  and futtlre 
r e p u r c h a s e s .  Future  repurchases  were t h e  r e s p o n s i b i l i t y  of ';he count:ry, 
and p r e f e r a b l y  would be c l e a r e d  w i t h  t h e  h e l p  o f  a suppor t  group. 
cha rges  cou ld  p ~ s s i b l y  be left to accumulate as had been suggested. 

It c o u l d ,  f o r  example,  allow f o r  d i v i d i n g  t h e  arrears i n t o  f o u r  par" r.7.0rIS- - 

Fut-ure 
They 
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would n o t  a f f e c t  Eronc- loading ,  and they  would be c leared  w e r  t i m e .  P a s t  
charges and repurchases  would be c l e a r e d ,  f i r s t ,  by a b r i d g e  l o a n ,  and 
second ,  by the  use of  t h e  enhanced s t r u c t u r a l  ad jus tment  f a c i l i t y  from the 
o u t s e t  o f  t he  subsequent  arranqement .  
need f o r  a subsequent  arrangement i f  t h e  member was a b l e  t o  come t o  g r i p s  
w i t h  i t s  f i n a n c i n g  problem. 

O f  c o u r s e ,  t h e r e  might n o t  be any 

If a count ry  r equ i r ed  s u b s t a n t i a l  f r o n t - l o a d e d  a s s i s t a n c e ,  i t  might  be 
p o s s i b l e  t o  envisage  a series o f  programs w i t h  f i n a n c i n g  on v a r i o u s  terms, 
M r .  Nimata l lah  commented. For example, a f r o n t - l o a d e d ,  s ix-month s t a n d - b y  
arrangement f inanced  from t h e  General  Resources Account could  be fo l lowed by 
a n o t h e r  Fund-supported program under t h e  s t r u c t u r a l  ad jus tment  o r  enhanced 
s t r u c t u r a l  ad jus tment  f a c i l i t y .  Under t h a t  approach,  t h e  coun t ry  would b e a r  
t h e  b r u n t  o f  a h i g h  r a t e  o f  charge f o r  a s h o r t  p e r i o d  of  t ime ,  b u t  i n  
subsequent  y e a r s ,  t he  r a t e  of charge would be a t  a concess iona l  level. 
Paragraph 2 w a s  a t t r a c t i v e  because i t  provided  such f l e x i b i l i t y ,  s a  t h a t  t h e  
approach could  be t a i l o r e d  t o  each c a s e .  

M r .  Ismael s a i d  t h a t  he  agreed  t h a t  t o  r e l y  on ly  on t h e  Genera l  
Resources  Account would make f i n a n c i n g  too  expens ive ,  p a r t i c u l a r l y  s i n c e  
r e g u l a r  and en la rged  burden s h a r i n g  w a s  be ing  emphasized. T h e r e f o r e ,  once 
r i g h t s  had been accumulated and a way had been found t o  c l e a r  a r r ea r s ,  bo th  
t h e  General  Resources Account and the  enhanced s t r u c t u r a l  ad jus tment  f a c i l -  
i t y  should  be used t o  h e l p  f inance  the  arrangement t h a t  fo l lowed t h e  Fund- 
monitored program. 
c a s e - b y - c a s e  c o n s i d e r a t i o n  of  such f i n a n c i n g .  So as n o t  t o  d i scourage  
c o u n t r i e s  which may have a l r e a d y  e n t e r e d  i n t o - - o r  were on t h e  verge. o f  
e n t e r i n g  i n t o - - a  program, he would a l s o  l i k e  t o  add a p r o v i s i o n  t o  t h e  
e f f e c t  t h a t  member c o u n t r i e s  which were a l r e a d y  fo l lowing  Fund-monitored 
programs j J i th  upper c r e d i t  t r anche  c o n d i t i o n a l i t y  when t h e  new c o l l a b o r a t i v e  
approach became e f f e c t i v e  should  rece ive  r i g h t s  r e t r o a c t i v e l y  f o r  p e r f o r -  
mance du r ing  p a s t  programs a s  w e l l  as i n  t h e  event  t h a t  t hey  dec ided  t o  p a r -  
t i c i p a t e  i n  t h e  r i g h t s  approach.  

He-could go a long  w i t h  t h e  Chairman's s u g g e s t i o n  of a 

Mr. Fogelholm rcmarked t h a t  he agreed  t h a t  t h e  c o u n t r i e s  themselves  
should  t r y  t o  s o l v e  the  problem o f  keeping  c u r r e n t  wi th  the h e l p  o f  suppor t  
groups. However, he was w i l l i n g  t o  cons ide r  t h e  use  of t h e  r e sources  o f  the 
S p e c i a l  Disbursement Account t o  r e i n f o r c e  suppor t  group e f f o r t s .  H e  d i d  no t  
know, however, whether i t  was wise t o  inc lude  t h a t  p o s s i b i l i t y  as p a r t  of a 
policy staternenL, because i f  t h e  use o f  Fund r e sources  w a s  mentioned a t  t h e  
o u t s e t ,  t he  suppor t  g r o u p s - - o r  t h e  c o u n t r i e s  themselves--might  noc be 
w i l l i n g  t o  make t h e  e r f o r t  r e q u i r e d  of them. 

I n  t h e  p a s t  h i s  c h a i r  had opposed t h e  use  02 t h e  enhanced s t r u c t u r a l  
ad jus tment  f a c i l i t y  t o  f i n a n c e  t h e  r i g h t s  approach,  Hr. Fogelholm r e c a l l e d .  
H i s  a u t h o r i t i e s  h a d ,  however, r econs ide red  t h e i r  p o s i t i o n ,  and they  were 
c u r r e n t l y  w i l l i n g ,  t o  a 1i.mited e x t e n t ,  t o  a l low t h e  use  of t h a t  f a c i l i t y .  
Lncludirig i n  some Combination w i t h  t h e  r e sources  of  t h e  General  Resources  
Accounr ,  p a r t i c u l a r l y  i n  l i g h t  of t h e  f a c t  t h a t  t h e r e  w a s  no mention of g o l d  
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sa les  i n  t h e  Chairman's p r o p o s a l .  T h e i r  sugpor t  w a s ,  however, c o n d i t i o n a l  
on t h e  l a t t e r  p o i n t  as w e l l  as on an  a c c e p t a b l e  i n c r e a s e  i n  q u o t a s .  

Mr. E l  Kogali  s t a t e d  t h a t  t h e  end-1990 c u t o f f  d a t e  was too  e a r l y .  H e  
w a s  i n  gene ra l  agreement w i t h  t h e  propo,als s o  long  as they  were implemented 
wi th  f l e x i b i l i t y .  
m a n e u ~ . " r - - t o  achieve  a consensus o r  e f f e c t  a change o f  government. 

Some c o u n t r i e s  might; requir:: more t ime--more space  t o  

M r .  Dawson s a i d  t h a t  he wished t o  r e g i s t e r  some g e n e r a l  and l o n g -  
s t a n d i n g  concerns wi th  r e s p e c t  t o  t h e  sugges ted  approach.  C l e a r i y ,  an  
e x e r c i s e  of r i g h t s  would be t r i g g e r e d  a t  t h e  end o f  t h e  Fund-monitored 
program. 
would work, and i t  could  p o t e n t i a l l y  create  a moral haza rd  problem. 
agreed  wi th  paragraph b wi th  r e s p e c t  t o  t h e  n a t u r e  of  a fo l low-on  program. 

I n  t h a t  connec t ion ,  he d i d  no t  see how a deaccumulat ion o f  r i . gh t s  
He 

With r ega rd  t o  paragraph  c ,  he  thought  t h a t  one reason  why 
M r .  Nimata l lah  had c a l l e d  i t  " s k i l l f u l "  w a s  because i t  o f f e r e d  something t o  
everyone and was a l s o  somewhat vague,  M r .  Dawson observed.  I n  h i s  v i e w ,  the 
p roposa l  had t o  be c a r e f u l l y  formula ted  and c l e a r ,  p a r t i c u l a r l y  w i t h  r e g a r d  
t o  t h e  use  of t h e  General  Resources Account,  which w a s  n o t  a c c e p t a b l e  t o  h i s  
c h a i r  because i t  r ep resen ted  a r e schedu l ing  when those  r e sources  w e r e  viewed 
as o r d i n a r y  quota  r e s o u r c e s .  

He wondered how t h e  new s p e c i a l  con t ingen t  account  w a s  envisaged  t o  
provide  backing  t o  s t r e n g t h e n  t h e  General  Resources Account i n  a l e g a l  
s e n s e ,  Nr. Dawson cont inued .  In h i s  e a r l i e r  p r o p o s a l ,  r e f i n a n c i n g  would 
occur  through an  augmented General  Resources Account,  wi th  augmentat ion 
be ing  achieved  through a d d i t i o n a l  burden s h a r i n g  o r  t h e  sa le  of go ld .  

6 

He agreed  wi th  t h e  Chairman on t h e  use of t h e  s t r u c t u r a l  ad jus tment  and 
enhanced s t r u c t u r a l  ad jus tment  f a c i l i t i e s ,  p a r t i c u l a r l y  t o  ensure  t h a t  t h e  
e x e r c i s e  o f  r i g h t s  d i d  n o t  l eave  a count ry  w i t h  a n  u n s u s t a i n a b l e  f i n a n c i n g  
burden i n  terms of t h e  c o s t  o f  new funds ,  M r .  Dawson s t a t e d .  L imi t ing  t h e  
approach t o  t he  11 c o u n t r i e s  and t h e  end-1990 d e s u l i n e  w e r e  a l so  a c c e p t a b l e  
t o  him. H e  had some concern about  how p o t e n t i a l  new arrears c a s e s  would be 
t r e a t e d ,  and t h a t  p o s s i b i l i t y  had t o  be cons ide red  as an  i n t e g r a l  p a r t  of 
the arrears s t r a t e g y .  The s t r a t e g y  s o  f a r  w a s  geared toward t h e  11 coun- 
t r ies  which were c u r r e n t l y  i n  a r rears ,  b u t  a sysrem focused on p r e v e n t i v e  
and remedial  measures had t o  be i r r  p l a c e  t o  dea l  wi th  new i n s t a n c e s  o f  
arrears.  The t h r e e  elements  of  t he  s t r a t e g y  and t h e  c o u n t r i e s  t o  which they  
a p p l i e d  had t o  be c l e a r l y  understood t o  avoid  t h e  p o s s i b i l i t y  of  a d d i t i o n a l  
c o u n t r i e s  p r e s s i n g  f o r  e x c e p t i o n a l  f i n a n c i n g  t o  c lear  a r r e a r s .  The approach 
must be c r e d i b l e  and tough i n  t h e  areas of p reven t ive  and remedia l  measures 
s o  as t o  d iminish  t h a t  l i k e l i h o o d .  

The Chairman, commenting on Mr. Dawson's last p o i n t .  s a i d  that  c l e a r l y .  
e x c e p t i o n a l  f i n a n c i n g  would apply  t o  t h e  11 c o u n t r i e s  w i th  p r o t r a c t e d  
a r r e a r s ,  whi le  t he  o t h e r  measures would apply t o  a l l  members f a l l i n g  i n t o  
arrears  ir, t h e  f u t u r e .  
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Mr . Enoch remarked t h a t  he s t r o n g l y  ag reed  w i t i ;  t h e  sent iment-s  
expr.-ssed i n  paragraphs  g and of t h e  proposal. .  S i m i l a r l y ,  paragrapki i' 
w a s  f l e x i b l e  enough t n  be a c c e p t a b l e  t o  a l l  p a r t i e s ,  and tie cou ld  ~ E i e r e f o r e  
go a l o n g  w i t h  t h e  proposed fo rmula t ion .  

The r e f e r e n c e  t o  t h e  de t e rmina t ion  by t h e  Execut ive Board r e g a r d i n g  
t h e  r e s o u r c e s  t o  be used impl ied  a ce r t a in  amount. of  ex p o s t  de t e rmi r i a t ion ,  
whereas c l e a r l y  de t e rmina t ion  must be ex a n t e ,  because  t h e  o v e r a l l  f i n a n c i n g  
burden would be cons ide rab ly  g r e a t e r  i n s o f a r  as t h e  r e s o u r c e s  of  t:he 
enhanced s t r u c t u r a l  ad jus tment  f a c i l i t y  were n o t  u sed ,  Mr. Enoch obse rved .  
I n  p r a c t i c e ,  a de t e rmina t ion  would be nade i n i t i a l l y  by the support: g roup ,  
and  t h e n  would be fo rma l ly  r a t i f i e d  by t h e  Execut ive Board. 

A s  t o  t h e  use  o f  the  enhanced s t r u c t u r a l  ad jus tment  f a c i l i t y ,  he  hoped 
t ha t  the. Board could  a c c e p t  t h e  f l e x i b l e  f o r m u l a t i o n  t h a t  had been p r o p ~ ~ e c l ,  
M r .  Enoch commented. M r .  Grosche seemed t o  s u g g e s t  t h a t  i f  go ld  was used t o  

back  t h e  r e sources  o f  t h a t  f a c i l i t y ,  he would bave €ewer problems wi th  t h e  
p r o p o s a l .  
c o n t i n g e n t  account  would s i m i l a r l y  meet Mr. Grosche ' s  conce rns .  

I n  t h a t  r e g a r d ,  he  wondered whether  backing by a new s p e c i a l  

The proposa l  t o  de l ay  t h e  d i scha rge  o f  overdue cha rges  was i n t e r e s t i n g  
b u t  would need some t e c h n i c a l  a n a l y s i s ,  p a r t i c u l a r l y  with r e s p e c t  t o  i t s  
c a s h  f low i m p l i c a t i o n s ,  Mr. Enoch observed.  Whether t h a t  approzch would 
be n e l p f u l  depended on t h e  amount o f  charges  and t h e  oppor tunicy  c o s t s  
i n v o l v e d .  There might a l so  be  some l e g a l  c o n s i d e r a t i o n s .  For i n s t a n c e ,  
t h e  p roposa l  assumed t h a t  t h e  Fund w a s  n o t  a t  risk because t h e  cha rges  had 
a l r e a d y  been burden s h a r e d .  If some l e g a l  way could  be found t o  t r a n s f e r  
t h e  c i a ims  from t h e  General  Resources Account t o  t h e  c r e d i t o r s ,  t h e  Fiind 
i t s e l f  would n o t  be a t  r i s k ,  and t h e  approach cou ld  be  a h e l p f u l  way f o r -  
ward.  

The end-1990 dead l ine  w a s  welcome as w e l l  as the  l i m i t a t i o n  o f  t he  
f i n a n c i n g  approach t o  t h e  11 a r r e a r s  c o u n t r i e s ,  M r .  Enoch commented. 
Indeed ,  t h e  l a s t  p o i n t  was v e r y  impor t an t ,  The Board was c o n s i d e r i n g  t h e  
p r o v i s i o n  of e x c e p t i o n a l  f i n a n c i n g ,  and many members' a u t h o r i t i e s  were 
p repa red  t o  make e x c e p t i o n a l  e f f o r t s  on ly  i f  they  were l i m i t e d  t o  a f e w  
c o u n t r i e s .  

O f  t h e  sugges t ions  t h a t  mightr. be h e l p f u l  i n  p a r t i c u l a r  c a s e s ,  Direclcors 
had e a r l i e r  i n d i c a t e d  more suppor t  €or usi.ng the Special Disbursement 
Account as a source o €  finance, Mr. Enoch r e c a l l e d .  His own a u t h o r i t i e s  
were cons ide rab ly  more l i k e l y  t o  r e c o n s i d e r  t h e i r  p o s i t i o n - - w h i c h  was 
i n i t i a l l y  n e g a t i v e - - o n  the  use  of  t h a t  accoun t ,  e s p e c i a l l y  i f  a s u c c e s s f u l  
t r a c k  r eco rd  had been e s t a b l i s h e d  by t h e  c o u n t r y .  

A s  t o  Mr. Fogelholm's concern about  ment ioning t h e  p o s s i b l e  use of 
Fund f i n a n c i n g ,  in his view,  t h e  omission o f  t h a t  p o s s i b i l i t y  cou ld  have a 
n e g a t i v e  e f f e c t  on p o t e n t i a l  c o n t r i b u t o r s ,  M r .  Enoch commented. I f  t h e  
a p p a r e n t  f i n a n c i n g  gap w a s  t oo  l a r g e ,  t h e  suppor t  group might r ega rd  it as  
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%mij:.:isible t u  f i l l . .  The gap f o r  Zainbi.a, f o r  i n s t a n c e ,  was s o  l a r g e  -t-i-lat: 
w.i.t:h~ut the p o s s i b i l i t y  o f  some Fund a s s i s t a . n c e  t o  he lp  c l o s e  t h a t  g a p ,  
mainhers might be d e t e r r e d  from j o i n i n g  a suppor t  group.  

T i l e  Chairman remarked t h a t ,  i ndeed ,  t he  pas s  i h i l  i t y  of Fund f i n a n c i n g  , 
on a c a s e - b y - c a s e  b a s i s ,  might be needed t o  ensure  t h a t  t h e  f i n a n c i n g  gap 
w o u l d  n o t  be  s o  l a r g e  t h a t  suppor t  groups would be d e t e r r e d  from even 
atternpti1.g t o  f i l l  i t .  Never the l e s s ,  i t  should  be expected t h a t  t h e  s u p p o r t  
group e f f o r t  would s u f f i c e ,  wi thout  t h e  suppor t  o f  t h e  S p e c i a l  Disbursement 
Account.  

M r .  F i l o s a  s a i d  t h a t  he agreed  w i t h  t h e  p roposa l s  on f i n a n c i n g  t h e  
r i g h t s  approach.  
a u t h o r i t i e s -  -who on p rev ious  occas ions  had been r e l u c t a n t  t o  concede t h e  use 
of t h e  enhanced s t r u c t u r a l  ad jus tment  f a c i l i t y -  - cou ld  agree  t o  i t s  use i n  
the e x e r c i s e .  As t o  use of  t h e  r e s o u r c e s  of t he  General Resources Account 
f o r  a s u b s t a n t i a l  p a r t  of t h e  f i n a n c i n g  under t h e  r i g h t s  approach ,  some 
t e c h n i c a l  work w a s  r e q u i r e d  t o  determine the  i m p l i c a t i o n s  of such f i n a n c i n g  
f o r  t he  deb t  burden of  r e c i p i e n t  c o u n t r i e s  b e f o r e  he could  t a k e  a f i n a l  
p o s i t i o n  OTL t h a t  m a t t e r .  I n  p a r t i c u l a r ,  i t  woulrl be h e l p f u l  t o  know t o  what 
e x t e n t  t h e  use o f  t he  enhanced s t r u c t u r a l  ad jus tment  f a c i l i t y  would reduce 
c h a r g e s .  

I n  p a r t i c u l a r ,  he welcomed paragraphs  3 and b ,  and h i s  

He s t r o n g l y  suppor ted  t h e  end-1990 dead l ine  f o r  e n t e r i n g  i n t o  a Fund- 
monitored program, Mr. F i l o s a  commented. A s  he had sugges ted  on a p rev ious  
o c c a s i o n ,  it should  be f u r t h e r  i n d i c a t e d  t h a t  a t  l e a s t  one o r  two y e a r s  
should  l a p s e  be fo re  a t r a c k  r eco rd  was e s t a b l i s h e d .  That approach might 
meet the concerns o f  bo th  M r .  Fogelholm and Mr. Enoch about t he  impact o f  
p o s s i b l e  Fund f i n a n c i a l  a s s i s t a n c e  on t h e  suppor t  group e f f d r t .  

M r .  Arora remarked t h a t  t h e  proposed approach w a s  a c c e p t a b l e ,  p a r t i c u -  
l a r l y  paragraph c ,  which w a s  f l e x i b l e  and would permit: d e c i s i o n s  t o  h e l p  
s o l v e  t h e  a r r e a r s  problem. The i s s u e  w a s  t o  f i n d  a way t o  f i n a n c e  r i g h t s  
s o  t h a t  t h e  Surden on ;he a r r e a r s  count ry  was n o t  s o  g r e a t  as t o  g ive  
rise t o  ano the r  arrears problem. For t h a t  r eason ,  he b e l i e v e d  t h a t  a 
combinat ion of General Resources Account and o t h e r  r e sources  was j u s t i f i e d .  
Those r e s o u r c e s  should  be combined i n  p ropor t ions  t h a t  c r e a t e d  a manageable 
deb t  burden .  

A s  t o  a new s p e c i a l  c o n t i n g e n t  accoun t ,  the  Board had e a r l i e r  envisaged  
t h a t  burden s h a r i n g  hould t ake  c a r e  of t h e  d e f e r r e d  c h a r g e s ,  M r .  Arora 
r e c a l l e d .  
i n t roduced  a new concep t ,  namely, t o  t r y  t o  sa fegua rd  i n  some measure even 
t h e  r e s o u r c e s  t o  be l e n t  from t h e  General  Resources Account. He would have 
t o  c o n s i d e r  t h a t  m a t t e r  f u r t h e r ,  p a r t i c u l a r l y  as  the  Fund would provide  i t s  
r e s o u r c e s  t o  a member only  a f t e r  t h r e e  y e a r s  of a r i g o r o u s  Fund-monitored 
program, H e  w a s  as y e t  unconvinced of  a need f o r  even more s e c u r i t y .  

The p roposa l  t o  e s t a b l i s h  a f u r t h e r  s p e c i a l  c o n t i n g e n t  account  
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Mr. Yamazaki s a i d  t h a t  he wished t o  c l a r i f y  f u r t h e r  h i s  p o s i t i o n  on t h c a  
use of t h e  enhanced s t r u c t u r a l  adjustment- f a c i l i t y  t o  f i n a n c e  t h e  r i g h t s  
approach .  As he had s t a t e d  on p rev ious  o c c a s i o n s ,  h i s  a u t h o r i t i e s  d i d  n o t  
expec t  t h a t  t h e  resources o f  the  enhanced s t r u c t u r a l  ad jus tment  f a c i l i  t y  
would be  used t o  r e f i n a n c e  a r r e a r s  t o  t h e  General  Resources Account when 
they  agreed  on t h e  loan  c o n t r i b u t i o n  t o  t h a t  f a c i l i t y .  
n o t  t h i n k  t h a t  h i s  a u t h o r i t i e s  cou’li accep t  t h e  use o f  t h e  enhanced s t r u c -  
t u r a l  ad jus tment  f a c i l i t y  t o  f i n a n c e  t h e  r i g h t s  approach.  
t h a t  h i s  a u t h o r i t i e s  would t a k e  i n t o  c o n s i d e r a t i o n  t h e  Eoa rd ‘ s  d i s c u s s i o n  on 
a r r e a r s  when they  dec ided  on the e x t e n s i o n  of  t h e  c u t o f f  d a t e  o f  t h e  l o a n  
c o n t r i b u t i o n .  Hi . s  a u t h o r i t i e s  were,  however, ready  t o  c o n s i d e r  p r o v i d i n g  
enhanced s t r u c t u r a l  ad jus tment  f a c i l i t y  r e s o u r c e s  on an e x c e p t i o n a l  b a s i s  
once a coun t ry  had c l e a r e d  i t s  a r r e a r s  t o  t he  Fund. 

The re fo re ,  he d i d  

He w a s  a l s o  sure 

He would a p p r e c i a t e  i t  i f  t h e  Board made it  c l e a r  t h a t  t h e  enlianced 
s t r u c t u r a l  adjustmenz f a c i l i t y  would be  used only  i n  a Eorward-looking 
manner as the  Chairman had proposed ,  Mr. Yamazaki commented. H e  cont inued  
t o  cons ide r  it i n a p p r o p r i a t e  f o r  t h e  Fund t o  provide  i t s  r e sources  t o  a 
coun t ry  i n  a r r e a r s  t o  t h e  Fund because t h a t  approach could  g ive  r i se  t o  
misg iv ings  i n  t h e  i n t e r n a t i o n a l  f i n a n c i a l  community about  t h e  Fund’s  p o l i -  
c i e s ,  

Mr. Kafka s a i d  t h a t  he welcomed M r .  I smae l ’ s  sugges t ion  t h a t  c o u n t r i e s  
p r e s e n t l y  implementing programs s h o u l d  be e n t i c l e d  t u  e a r n  r i g h t s ,  b u t  he 
had  assumed t h a t  once t h e  r i g h t s  approach was approved,  a count ry  c u r r e n t l y  
p a r t i c i p a t i n g  i n  t h e  coope ra t ive  approach would a l s o  be  e n t i t l e d  to e a r n  
r i g h t s  i f  i t  s o  d e s i r e d  and f u l f i l l e d  t h e  c o n d i t i o n s  f o r  t h a t  purpose .  A 
more d i f f i c u l t  q u e s t i o n  a r o s e  wi th  r e s p e c t  t o  t h e  p o s s i b l e  r e t r o a c t i v i t y  i n  
f a v o r  of  a count ry  which was, o r  had been ,  under  t h e  r i g h t s  approach .  H e  
would l i k e  t o  h e a r  t he  s t a f f ’ s  comments on t h a t  m a t t e r .  

O n  a t e c h n i c a l  p o i n t ,  i t  had been sugges ted  t h a t  a count ry  under  t h e  
c o o p e r a t i v e  approach might be asked t o  b u i l d  up budgetary  r e s o u r c e s  f o r  
paying  i t s  a r r e a r s ,  Mr. Kafka observed .  That was an i n t e r e s t i n g  i d e a  t h a t  
mer i t ed  a n a l y s i s  a s  w e l l  as f u r t h e r  d i s c u s s i o n .  

M r .  Nimatal iah remarked t h a t  t h e  p roposa l  w i th  r e s p e c t  t o  the r o l e  of  
suppor t  groups i n  h e l p i n g  members t o  meet t h e i r  o b l i g a t i o n s  f a l l i n g  due 
d u r i n g  t h e  Fund-monitored program cou ld  be s t r eng thened  by r e f e r r i n g  t o  
M r .  F i n a i s h ‘ s  p roposa l  t o  widen t h e  suppor t  g roup ,  i n t roduce  e q u i t y ,  and 
t r y  t o  g ive  some l e a d e r s h i p  t o  the  Fund i n  terms of m o r a l  s u a s i o n .  
connec t ion ,  he b e l i e v e d  t h a t  t h e  Fund could  t ake  a s l i g h t l y  s t r o n g e r  p o s i -  
t i o n  by s t a t i n g  a t  t h e  o u t s e t  t h a t  a c e r t a i n  number of  c o u n t r i e s  would be  
needed f o r  t h e  suppor t  group e f f o r t  i n  view of t h e  magnitude of t h e  
resources needed over  a c e = t a i n  p e r i o d  o f  t i m e .  
t i m e t a b l e  and ,  of  c o u r s e ,  i t  would e s t a b l i s h  an escrow account .  The suppor t  
g r o u p  should  n o t  be l e f t  w i th  l i t t l e  guidance.  
for thcoming if the.; were asked t o  c o n t r i b u t e  by name. 

I n  t h a t  

I t  could  also sugges t  a 

Count r ies  might be more 
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?‘he Chairman s a i d  that he was g r a c e f u l  fo r  D i r e c t o r s  ‘ comments, which 
w u i d  be heLpful  2 x 1  f i n a l i z i n g  plroposals on the  s t r eng thened  a r r e a r s  s t ra t -  
egy .  Management and the s t a f f  would t r y  t o  b u i l d  on t h e  Euggest ions that 
had ticen made and provide c l a r i f i c a t i o n s  on several p o i n t s  t h a t  had been 
mentioned by D i r e c t o r s  ~ 

A t  the presents s t a g e ,  the matter of t h e  e s t ab l i shmen t  of a new s p e c i a l  
coiltinge;1t account  d i d  riot  need t o  be  dec ided ,  t he  Chairman observed.  The 
Bocird could r e t u r n  t o  t h a t  i s s u e  on occas ion  o f  i t s  review o f  burden 
s h a r i n g  arid the  Fund’s  income posi’:i He proposed t o  cons ide r  t h e  f i n  
cia1 consequences o f  compulsory wi thdra  i n  t h e  a%ternoon.  T h a t  w a s  a 
important matter on which D i r e c t o r s  ha 
views, p a r r i c u l a r l y  with r e s p e c t  t o  t h  l e  o f  gold as a last  resort t o  
rescoxe  ’ihe Fund’s income p o s i t i o n  i n  t h e  event  of a member’s withdrawal  
from the  Fund. 

t y e t  f u l l y  e l a b o r a t e d  t h e i r  

The Executive Direc‘cors agreed  t o  reswne t h e i r  d i s c u s s i o n  i n  the 
af te r r loon .  

DECISIONS TAKEN SINCE PREVIOUS BOARD M E E T m  

The fo l lowing  d e c i s i o n s  were adopted by t h e  Executive Board wirhout  
meeting i n  Che per iod  between EBM/90/23 (2/21/90) and EBM/90/24 (2 /23/90) .  

2 .  ANTIGUA AND BARBUDA - 1989 ARTICLE I V  CONSULTATION .. 
POSTPONEMENT __c 

Notwithstanding t h e  p e r i o d  o f  t h r e e  months s p e c i f i e d  i n  
Procedure I1 of t he  document e n t  led “ S u r v e i l l a n c e  m e r  Exchange 
R a t e  Policies“ a t t a c h e d  t,o Decis n No. 5392- ( 7 7 / 6 3 ) ,  adopted 
A p r i l  2 9 ,  1 9 7 7 ,  as amended, t he  Executive Board agreez t o  ex tend  
the pe r iod  f o r  completing t he  1939 A r t i c l e  I V  c o n s u l t a t i o n  w i t h  
Antigua and Barbuda t o  n o t  l a t e r  than  March 5 ,  1990. 
2 / P i / 9 O  j 

(EED/90/56, 

Decision No. 9368-(90/24j ,  adopted 
February 2 1 ,  1990 

3 .  PEOPLE‘S REPUBLIC OF CHINA - 198Y ARTICLE IV CONSULTATION - 
PGSTPONEMENT - 

Notwithstanding the per iod  of t h r e e  months s p e c i f i e d  i n  
Procedure TI of  the document entitled “ S u r v e i l l a n c e  over  Exchange 
Rate Pol . ic ies”  a t t a c h e d  t o  Decis ion N o .  5392-(77/63), adopted 
A p r i l  2 3 ,  1977, as amended, t h e  Execut ive Board ag rees  t o  ex tend  



t_he period f o r  complst ing the  1989 A r t i c l e  1V c o n s u l c a t i o n  wit. . l i  
the P e o p l e ' s  Republic o f  China t o  n o t  later than  Februar-,? 2 8 ,  
1.090. (EBD/90/54, 2/15/"30) 

Decision N o .  9369-(90/24) ,  adopted 
February 21 ,  1990 

4 .  W I B O U T T  - 1389 ARTTCLE TV CONSULTATION - POSTPONEMENT 

Norwithstanding t h e  p e r i o d  o f  t h r e e  moriths s y e c i f  i e d  i n  
Procedure I1 of t h e  docurne~:t entitled " S u r v e i l l a n c e  over Exchar-ige 
Rate P o l i c i e s "  a t t a c h e d  t o  Decis ion  No. 5 3 9 2 - ( 7 7 / 6 3 ) ,  adopted 
A p r i l  2 9 ,  1 9 7 7 ,  as amended, the  Execut ive Board agrees  t o  ex tend  
the  p e r i o d  f o r  conipletsing t h e  1989 Article I V  c o n s u l t a t i o n  with 
D j i b o u t i  t o  n o t  Later  t h a n  March 2 ,  1990 .  (EBD/90/55, 2/15/90) 

Decis ion  No, 9370- (90 /24 ) ,  
February 2 1 ,  1990 

5 ,  EXECUTIVE BOARD TRAVEL 

Travel by Executive Dire.ctors  as s e t  for rh  i n  EBAP/i)O/'46 
EBAP/90/47 (2/21/90) i s  approved. 

APPROVED: November 2 9 ,  1990 

LEO VAN HOUTVEN 
S e c r e t a r y  
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ANNEX 

Legal Aspects  o f  Se t t l emen t  o f  Accounts 
lipon Compulsory Withdrawal 

A r t i c l e  L Y V 7 ,  Sec t ion  3 p r e s c r i b e s  t h a t  upon withdrawal  o f  a memb 
( i )  normal o p e r a t i o n s  and t r a n s a c t i o n s  of  t he  Fund i n  i t s  cu r rency  shall 
c e a s e ,  ( ii) s e t t l e m e n t  of  a l l  accounts  between it and t h e  Fund s h a l l - b e  
wi th  r easonab le  d i s p a t c h  by agreement between it and t h e  Fund, and ( i i i  
agreement i s  n o t  reached promptly,  t h e  p r o v i s i o n s  of Schedule J s h a l l  a 
t o  t h e  s e t t l e m e n t  o f  accounts .  

a .  Schedule J ,  paragraph 4 provides  t h a t  i f ,  a f t e r  o f f s e t t i n g  t h e  
withdrawing member's c la ims  on  the Fund a g a i n s t  i t s  d e b t  t o  t h e  Fund, t h e  
Fund's ho ld ings  o f  t h e  member's cu r rency  exceed t h e  amount due t o  t h e  
member, t h e  member must redeem these  excess ho ld ings  i n  a f r e e l y  
cu r rency .  Shoula t h e  member fail t l e t e  redemption within 
o f  t h e  d a t e  of  wi thdrawal ,  o r  w i t h  l onge r  p e r i o d  as many be f i x e  
the  Fund, " t h e  Fund may i n  an o rde  er l i q u i d a t e  i n  any market  t h e '  
amount of  cur rency  which should  have been redeemed" (paragraph 4 ) .  The 
withdrawing member must compensate t h e  Fund f o r  any Loss r e s u l t i n g  from rhe  
d i f f e r e n c e  i n  t h e  SDR va lue  o f  i t s  cur rency  between t h e  d a t e  o f  withdrawal  
a ~ i d  Che d a t e  of d i s p o s a l  by t h e  Fund (paragraph 6 ) .  

p r o p e r t y  of t h e  Fund ( A r t i c l e  XLII, S e c t i o n  2 ( b ) ) ,  and a Decis io  

t h e  Fund a r e  c l e a r l y  w i t h i n  i t s  u n r e s t r i c t e d  ownership.  They do 
i n  any way t o  t h e  s u b s c r i b e r . "  

There i s ,  consequent ly ,  no s p e c i a l  t r ea tmen t  of a s u b s c r i p t i o n  payrn 
made i n  gold  when accounts  a r e  s e t t l e d  wi th  t h e  withdrawing member. Th 
go ld  i s  r e t a i n e d  by t h e  Fund (va lued  a t  t h e  h i s t o r i c a l  o f f i c i a l  r a t e  o f  
SDR 3 5 ) .  Th?is,  t h e r e  i s  a c a p i t a l  g a i n  (though u n r e a l i z e d )  f o r  t h e  Fun 
membership. A f t e r  wi thdrawal ,  t h e  former member w i l l  no longer  be e n t i  

under A r t i c l e  V ,  S e c t i o n  1 2 ( e ) ,  o r  i n  any d i s t r i b u t i o n  o f  a p r o f i t  und 
Ar t ic le  V ,  S e c t i o n  1 2 ( f ) ( i i i )  o r  upon t h e  Fund's l i q u i d a t i o n  under 
Schedule K .  

b . Upon compulsory wi thdrawal ,  t h e  Fund's  maintenance o f  va lue  
v i s i o n s  under A r t i c l e  V ,  Sectsions 10 and 11 cease  t o  app ly .  Consequen 
the Fund c o u l d ,  a f t e r  wi thdrawal ,  va lue  t h e  cur rency  ho ld ings  o f  a mem 

- l/ Decis ion  No. 1 7 0 - 3 ,  adopted May 2 0 ,  1 9 4 7 ,  S e l e c t e d  Decisions, 
Four tepnth  Issue, p .  3 .  
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the expec’ied realizable v a l u e ,  below t h e  p r e v i o ~ i s  SDR v a l u e .  J./ T!Le 
A r t l c l e s  recogni-.e the p o s s i b i l i t y  of  a l o s s  i n  connec t ion  w i t h  tht‘ l i y u i d a -  
:ion o f  the  Fund (Schedule  K, paragraph  8 )  and a f t e r  t h e  withdramd. OF‘ n 
member (Schedule  J , paragraph 6 j . 

However, the spec i f i c  s e t t l e m e n t  and compensation procedures  o f  
Schedule  J would need t o  be t aken  i n t o  accoun t .  To t h e  e x t e n t  t h a t  Ckere 
is ;i d e p r e c i a t i o n  of ho ld ings  and u t i m a t e l y  a d i f f e r e n c e  between t h e  value 
o b t a i n e d  through a s a l e  i n  t h e  market and t h e  repurchase  o b l i g a t i o n  as 
expres sed  i n  SDRs, t h e  Fund would have a claim on t h e  former member f o r  
compensation f o r  any l o s s .  Consequent ly ,  t h e  f u l l  e x t e n t  of a l a s s  wil l .  
on ly  be known when t h e  former member f a i l s  t o  compensate t h e  Fund f o r  such 
dif Eeuence i n  va lue .  

c .  I F  t h e  Fund f i n d s  t h a t ,  i n  i t s  op in ion ,  a l o s s  i s  p robab le  i n  the 
f u t u r e ,  i t  must e s t l ab l i sh  a p r o v i s i o n  a g a i n s t  t h a t  f u t u r e  p robab le  l o s s .  
The e s t a b l i s h m e n t  and t h e  b u i l d i n g  up of a p r o v i s i o n  would n o t  i n t e r f e r e  
w i t h  t h e  p r i n c i p l e s  o f  v a l u a t i o n  and maintenance of  va lue  s i n c e  a loss  c o u l d  
o n l y  occur  a f t e r  wi thdrawal .  The Fund cou ld  s t a r t  p r o v i s i o n i n g  whenever 
the l o s s  becomes p robab le .  The f i n a i  of: probabi l i ty  of a l o s s  and cvnse- 
q u c n t l y  a d e c i s i o n  on p r o v i s i o n i n g  wo d not  have t o  w a i t  u n t i l  t h e  w i t h -  
drawal  has  become e f f e c t i v e .  Moreover, t h e  Fund has a l r e a d y  s t r e n g t h e m 2  its 
p r e c a u t i o n a r y  ba l ances  i n  l i g h t  o f  existing overdue f i n a n c i a l  o b l i g a t i o n s .  
A l o s s  subsequent  t o  withdrawal  would be charged a g a i n s t  t h e s e  p r e c a u t i o n a r y  

-balances i n  the  S p e c i a l  Cont ingent  Account, a g a i n s t  annual income, and 
u l t i m a t e l y  a g a i n s t  r e s e r v e s  { s p e c i a l  and g e n e r a l ) .  

d .  To t h e  e x t e n t  t h a t  unpaid charges  gave r i s e  t o  d e f e r r e d  i 
were compensated by o t h e r  members under burden s h a r i n g ,  a d i s t r i h u t  
on ly  be made when and t o  t h e  e x t e n t  overdue charges  are  p a i d .  

--- 

- 1/ See “Va lua t ion  o f  Assets i n  t h e  General  Resources Accoun t - -P rov i s ion -  
i n g  and Write-Off--Legal Cons ide ra t ions”  (SM/86/106, 5 / 1 6 / 8 6 ) ,  w h i c h  out- 
l i n e s  t h e  mzin c o n s i d e r a t i o n s  r ega rd ing  v a l u a t i o n ,  rnaintcnance o f  v a l u e ,  and  
t h e  concept  o f  l o s s  w i t h i n  the Fund. 


