
DAA/74/16 

December 10, 1974 

To : Members o f  the Ekecutive Board 

From : The Secretary 

Zlbject:  Draft Report t o  the  Interim Committee on Amendment of the 
Articles o f  Agreement 

The attached drcf ' t  report  o f  the  Executive Directors t o  the 
Interim Committee on amendment o f  the  Ar t ic les  of Agreement i s  scheduled 
f o r  discussion on Wednesday, December 18, 1974. 356 - 

34 



Anendment of t h e  Articles of hg rewen t  of t h e  In t e rna t iona l  Xonetary Fund: 
Report of the  Executive Directcirs t o  the  I n t e r h i  Corn i t t ee  

of t he  Board of Governors on the  In t e rna t iona l  Monetary System 

Conclusions 

This Report of t he  Executive Direc tors  concludes t h a t  there  i s  

broad agreement in pr inc ip l e  on a number of t h e  toFics  f o r  amendment 

set f o r t h  i n  Paragraphs 37 and 41 of t h e  Outline,  a l thouzh the re  

remain a s u b s t a n t i a l  number of technical  i s sues  connected v i t h  these  

top ic s  t h a t  t he  Executive Direc tors  would have to reso lve  before  

recommending texts. 

p r i n c i p l e  include t h e  e s t a b l i s h e n t  of t h e  Council, t he  use of t he  

Fund's resources ,  repurchase,  payments t o  and by the  General Account, 

including payments r e s u l t i n g  from increases  i n  quota, investment, and 

improvements i n  the  c h a r a c t e r i s t i c s  and use of spec ia l  d ra t~ ing  r i g h t s .  

The top ic s  on which there  is broad agreenent i n  

The quest ions on mendzent t o  which the  Inter im Colnnittee may wish 

to address  i t s e l f ,  apa r t  Eroa those posed i n  the  sepa ra t e  report  on 

f u t u r e  arrangements f o r  gold,  are these:  

1. Should the  Executive Directors  pursue t h e i r  e f f o r t s  t o  

reach agreentent on proposed amendments on a l l  the  top ic s  

set f o r t h  i n  Paragraphs 37 and 41  of t h e  Outline-? 

If t h e  answer t o  quest ion 1 is  i n  t h e  negat ive,  on whltch 

top ic s  should t h e  Executive Direc tors  attempt t o  a p e e  on 

proposed arnendrser,ts i n  t he  near  fu tu re?  

I f  c e r t a i n  top ic s  are se l ec t ed  pursuant t o  question 2 ,  

should t3.e Executive Direc tors  continue t h e i r  e f f o r t s  t o  

reach agreement on proposed amendments on t he  o ther  t op ic s  

a f t e r  agreenent is  reached on t h e  se lec ted  top ics?  

2. 

3. 
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4. If floating is among the topics on which the Executive Directors 

are to continue their efforts, which view with respect to the 

position of par values and floating rates in the systemP as 

described in paragraph 18 of this Report, should be in- 

corporated in the Articles? 

Should there be a transitional period before the amended 

provisions agreed pursuant to question 4 become operative? 

5. 

6 .  Should there be a "link", and, if it were to be adopted, what 

form should it take? 

Part I. Introduction 

358 
Topics for possible amendment 

1. Paragraph 41 of the Outline of Reform of the ad hoc Committee of the 

Board of Governors on Reform of the International Monetary System and 

Related Issues (hereinafter referred to as the Committee of Twenty) dealt 

as follows with the preparation of draft amendments of the Articles of 

Agreement of the International Monetary Fund that could be adopted as 

immediate steps: 

The Executive Board is asked to prepare draft amendments of 
the Articles of Agreement, as needed to give effect to this Part 
of the Outline or as otherwise desired, for further examination 
by the Interim Committee, and for possible recommendation at an 
appromiate time to the Board of Governors. In particular, 
draft amendments should be prepared on the following proposals: 

I t  

(a) to establish the Council referred to in paragraph 31; 

(b) t o  enable the Fund to legalize the position of 
countries with floating rates during the interim 
period; 
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t o  give permanent force  t o  the  voluntary pledge 
described i n  paragraph 36 concerning t r ade  o r  other  
cur ren t  account measures f o r  balance of payments 
purposes ; 

t o  au thor ize  the  Fund t o  e s t a b l i s h ,  a s  and when agreed, 
a Subs t i tu t ion  Account; 

t o  amend the  present  provis ions concerning gold; 

t o  au thor ize  the  Fund t o  implement a l i n k  between 
development a s s i s t ance  and SDR a l loca t ion ;  and 

t o  introduce improvements i n  the  General Account and 
i n  t h e  c h a r a c t e r i s t i c s  of and r u l e s  governing the use 
of t h e  SDR, as w e l l  as any o ther  consequential  amendments. 

It is envisaged t h a t  such d r a f t  amendments, i f  agreedg would be pre- 
sented f o r  t h e  approval of the Board of Governors a t  l a t e s t  by the  
da t e  f ixed f o r  completion of the current  eeneral  review of Fund 
quotas,  i.e., by February 1975." 

Other references t o  amendment i n  Outline 

2. It i s  appropriate  t o  quote,  i n  addi t ion ,  t he  following sub-paragraphs 

of Paragraph 37 of t he  Outline: 

"(b) The Fund w i l l  a l s o  give considerat ion t o  s u b s t i t u t i o n  
arrangements and examine whether an amendment of the  Ar t i c l e s  
of Agreement would be des i r ab le  i n  t h i s  connection. 

(c) There w i l l  be fu r the r  in te rna t iona l  study i n  the 
Fund of arrangements f o r  gold i n  the  l i g h t  of the  agreed 
objec t ives  of re fom."  

Possible  amendments i n  r e l a t i o n  t o  SDRs 

3. 

istics of and rules governing the  use of the SCR can be taken t o  r e f e r  

The Inclusion i n  Paragraph 41(g) of improvements i n  the  character-  

t o  Paragraph 27 of the  Outline,  which reads as follox?s: 

"In the  l i g h t  of the agreed objec t ive  t h a t  the  SDR should 
become t h e  p r inc ipa l  reserve asset, considerat ion w i l l  be given 
t o  rev is ing  t h e  r u l e s  governing i t s  use with a view t o  relaxing 
e x i s t i n g  cons t r a in t s .  The suggestions f o r  r e l axa t ion  t h a t  have 
been made include: 

(a) abo l i t i on  of t h e  l i m i t s  on acceptance obl iga t ions  
and of the r econs t i t u t ion  obl iga t ion ;  
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some relaxation of the requirement of need for the 
use of SDRs; 

authority for willing partners to enter into trans- 
actions in SDRs without designation by the Fund; 

authorization for the General Account to accept or use 
SDRs in all transactions and operations in which it 
can accept or use gold or currencies; 

authorization for the Fund to designate any official 
international or regional institution of a financial 
character as a holder of SDRs; 

authorization for the Fund to permit additional types of 
transactions and operations in SDRs; and 

authorization for the Fund to modify the provisions 
on opting out of decisions to allocate SDRs. 

Consideration will be given to other aspects of the SDR, inchdine 
its name, with a view to promoting public understanding.'' 

Resolution of Board of Governor6 on amendment 
360 - 

4 .  Paragraph 9 of the Fourth Resolution of the Composite Resolution 

of the Board of Governors on the Work of the ad hoc Committee on Reform 

cf the International Nonetary System and Related Issues and on a Program 

of Immediate Action (Resolution No. 29-10) reads as folhws: 

"9. Amendments to the Articles of Agreement 

The Board of Governors notes that certain of the immediate 
steps recommended in Part I1 of the Outline require amendment 
of the Articles of Agreement, and that, following the Committee's 
recommendation in paragraph 41 of the Outline, the Executive 
Directors have begun their consideration of draft amendments 
of the Articles of Agreement to give effect to this Part of the 
Outline or as otherwise desired. 

The Board requests the Executive Directors to transnit any 
draft amendments that they prepare pursuant to paragraph 41 of 
the Outline to the Interim Committee for consideration in accord- 
ance with paragraph 3(ii) of the Second Resolution and, if agreed, 
for presentation to the Board of Governors for its approval." 
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Relevance of FebAuarv 9 ,  1975 

59 It may be use fu l  t o  preface considerat ion of the  subs tan t ive  aspec ts  

of poss ib l e  amendments with an explanation, i n  paragraphs 5 t o  8 of t h i s  

Report, of c e r t a i n  preliminary matters. The f i r s t  of these matters i s  

the  da t e  i n  t h e  las t  sentence of Paragraph 41 of t he  Outline.  The 

cur ren t  quinquennial period f o r  t he  general  review of quotas ,  t h e  s i x t h  

review, which i s  required by Article 111, Sect ion 2,&' ends on February 9 

1975, and therefore  t h e  Board of Governors should adopt a reso lu t ion  on 

t h e  review by t h a t  da te .  Many memhers would have t o  seek l e g i s l a t i v e  

au tho r i ty  i n  order  t o  consent t o  increases  i n  t h e i r  quotas as a r e s u l t  of 

t h e  review. 

f e e l i n g  i n  the  Committee of Twenty t h a t  it might be necessary o r  des i r ab le  

t o  amend the  Articles with respec t  t o  the  po r t ion  of subscr ip t ion  payable 

i n  &old under Article 111, Sect ion 4(a) on an increase  i n  q u o t a , '  and 

I n  connection 57ith these  increases ,  there  w a s  a widespread 

- I/ "Section 2. Adjustment of quotas 

The Fund s h a l l  a t  i n t e r v a l s  of no t  more than f i v e  years  
conduct a general  review, and i f  it deems i t  appropr ia te  propose 
an adjustment,  of the quotas of t h e  members. It may a l s o ,  i f  i t  
th inks  f i t ,  consider a t  any o ther  t i m e  the  adjustment of any 
p a r t i c u l a r  quota a t  the  reques t  of the  member concerned. An 
eighty-f ive percent  major i ty  of t h e  t o t a l  vo t ing  power s h a l l  be 
required f o r  any change i n  quotas proposed as t h e  r e s u l t  of a 
general  review and a fou r - f i f th s  major i ty  of the  t o t a l  vo t ing  
parer  s h a l l  be required f o r  any 
quota s h a l l  be changed without the  consent of the  member con- 
cerned." 

o the r  change i n  quotas. No 

- 2/ "Section 4. K a z e n t s  when Quotas are changed 

(a) Each member which consents t o  an increase  i n  i t s  
quota s h a l l ,  wi th in  t h i r t y  days a f t e r  t he  date  of i t s  consent,  
pay t o  t h e  Fucd twenty-five percent  of t he  increase  i n  gold and 
the  balance i n  i t s  own currency. 
when t h e  mepber consents t o  an  increase ,  i t s  monetary reserves  
are less than Its new quota,  t he  Fund may reduce the propor- 
t i o n  of t h e  increase  t o  be paid i n  gold." 

I f ,  however, on the  da t e  

36 1 - 
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t ha t  a reso lu t ion  of the Board of Governors concluding the s i x t h  review 

with a recommendation t o  increase quotas might a l s o  recommend an amend- 

ment of Article 111, Section 4(a) .  It might be opportune, therefore ,  f o r  

the  Board of Governors, when adopting a reso lu t ion  on the s i x t h  general  

review of quotas,  t o  recommend t o  nembers a t  the  same t i m e  t h a t  they 

accept the amendment of o ther  provis ions i n  add i t ion  t o  Article 111, 

Section 4(a) .  

approval i n  order t o  accept proposed amendments and t o  consent t o  increases  

This procedure would enable members t h a t  needed l e g i s l a t i v e  

i n  t h e i r  quotas t o  approach t h e i r  l e g i s l a t u r e s  only once f o r  these pur- 

poses. 

Resolution of Board of Governors on quotas 

362 6. If it  should prove impossible t o  reach dec is ions  on a l l  aspec ts  of - 
the  s i x t h  general  review of quotas by February 9,  1975, the  Board of 

Governors could adopt a reso lu t ion  by t h a t  d a t e ,  or as soon t h e r e a f t e r  

as i s  adminis t ra t ively f eas ib l e ,  s e t t i n g  f o r t h  a l l  the  aspec ts  of the  

review on which agreement had been reached, whether i n  f u l l  de ta i J  o r  i n  

p r inc ip l e  only,  and request ing the Executive Direc tors  t o  submit t o  the 

Board of Governors proposals on the  remaining aspec ts  o r  on t h e  fu r the r  

refinement of any aspecte agreed i n  p r inc ip l e .  Any addi t iona l  proposals 

t h a t  were made i n  accordance with t h i s  procedure would be submitted 

through the Inter im Committee and would be p a r t  of the  conclusions of the  

s i x t h  general  review. It would follow t h a t  f u r t h e r  work of t he  Executive 

Directors  on amendment might be completed by t h e  d a t e  t h a t  these add i t iona l  

proposals were made i n  connection with the  sixth genera l  review. 
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Procedure f o r  ador?tion of amendvents 

7.  Under A r t i c l e  XVII(a) ,A'a proposal t o  amend may be made by t he  

Executive Direc tors ,  who take the  decis ion t o  make a proposal by a majority 

of t he  votes  cast. I n  accordance with Paragraph 4 1  of the  Outl ine,  and 

Paragraph 3 ( i i )  of the  Second Resolution of t he  Composite Resolution of 

t h e  Board of Governors on the  Establishment of an Inter im Committee Of 

t he  Board of Governors on the In t e rna t iona l  Monetary System (Resolution 

No. 29-81, any proposals by the Executive Direc tors  t o  amend the Ar t i c l e s  

would be considered by the I n t e r i n  Corni t tee  as par t  of i t s  duty t o  advise  

and r epor t  t o  the  Board of Governors with respec t  t o  the  funct ions of 

t he  Board. Proposals are comunicated t o  the  Board of Governors, which 

can approve them by a majority of the votes  cas t .  Amendments become 

e f f e c t i v e  a t  a prescribed da te  a f t e r  they have been accepted by a double 

majori ty  of t he  membership: t h ree - f i f th s  of the  members, which means 

a t  least 76 members on the  b a s i s  of the  present  126 members, and 

- 3/ "(a) Any proposal t o  introduce modif icat ions i n  t h i s  
Agreement, whether emanating from a member, a governor o r  
t he  Executive Direc tors ,  s h a l l  be communicated t o  the  
chairman of the  Board of Governors who s h a l l  b r ing  t h e  
proposal before  the Board. I f  the  proposed anendnent is 
approved by the  Board the  Fund s h a l l ,  by c i r c u l a r  l e t t e r  
o r  telegram, ask a l l  members whether they accept t he  
proposed amendment. V?hen t h ree - f i f th s  of the  neabers,  
having fou r - f i f th s  of the  t o t a l  vot ing power, have accepted 
t h e  proposed amendment, t he  Fund s h a l l  cer t iEy the  f a c t  by 
a formal communication addressed t o  a l l  members." 

363 - 
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four-fifths of the total voting power of all members.kl Each member 

decides for itself what domestic legislative or other steps it must take 

in order to accept a proposed amendment. 

attained, the Articles are amended as proposed, and the amendment binds 

If the double majority is 

all members whether or not they have accepted it by that date. 

Combined or individual proposals for amendment 

8 .  Finally, on any occasion when more than one amendnent is proposed, 

the Board of Governors may submit the proposals for acceptance as a 

whole, or individually, or in specified separate combinations. The 

Resolution of the Board of Governors on the Establishment of a Facility 

Based on Special Drawing Rights in the International t4onetary Fund and 

Modifications in the Rules and Practtces of the Fund, which approved a 

broad range of proposed amendments, submitted the proposals for accept- 

364 - 
ance as a whole. 

4/ Article XVII(b) requires acceptance by all members before Pro- 
posals with respect to three specific amendments can become effective, 
but these amendments are not involved in Paragraph 41 of the Outline: 

"(b) Notwithstanding (a) above, acceptance by all 
members is required in the case of any amendment modifying 

(i) the right to withdraw from the Fund (Article XV, 
Section 1); 

(ii) the provision that no change in a member's 
quota shall be made without its consent 
(Article 111, Section 2) ; 

(iii) the provision that no change may be made in 
the par value of a member's currency except on 
the proposal of that member (Article IV, 
Section 5(b)) ." 
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Part 11. Draft Amendments 

Purposes of topics for amendment 

9. 

achieve six broad purposes : 

The topics included in Paragraph 41 of the Outline were intended to 

(a> to promote a better working of the adjustment process in 

such circumstances as those now prevailing, in which members are unable 

to observe provisions of the Articles on exchange rates, and possibly 

to contribute t o  a future comprehensive reform; 

(b) in view of the agreed objective that the special drawing 

right should become the principal reserve asset, to improve the character- 

istics of and relax restraints on the use of the special drawing right; 

(c) to establish as much legality as possible: 365 - 
(d) to improve the functioning of the General Account by intro- 

ducing certain changes that are necessary or desirable in view 3f past 

experience and developments in the international monetary system, and 

in this way to facilitate the operations and transactions of the Fund and 

resolve certain problems relating to undischarged obligations payable 

in gold; 

(e) to strengthen the Fund and its ability to deal effectively 

with the current problems of the international monetary system; and 

to promote an increasing net flow in the transfer of real (f) 

resources to developing countries. 

Preparation of draft amendments 

10. 

been guided by Paragraphs 27, 37, and 41 of the Outline. 

In preparing documents €or the Executive Directors, the staff has 

A series of 
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memoranda has been prepared f o r  considerat ion by t h e  Executive Direc tors  

s e t t i n g  f o r t h  and commenting on the  t e x t s  of poss ib le  amendments of t he  

Articles on a l l  but  two of the  top ic s  i n  Paragraph 41  of t he  Outline.  

These two top ic s  are a Subs t i t u t ion  Account (sub-paragraph ( a ) )  and the  

Dresent provisions concerning so ld  (sub-paragraph ( e ) ) .  

preparing the d r a f t s  of poss ib le  amendments on these  two t o p i c s  f o r  

examination by the  Executive Direc tors  i n  due course. 

Arranzements f o r  gold 

11. 

re f l ec t ed  i n  numerous provis ions t h a t  dea l  e x p l i c i t l y  with gold o r  are 

impl i c i t l y  based on the  r o l e  of goid. i h  anendments have been draf ted  

The s t a f f  i s  

Gold has  a c e n t r a l  s t a t u s  i n  t h e  present  Articles. This s t a t u s  is 

so f a r  of t h e  provis ions t h a t  e s t a b l i s h  the  c e n t r a l  s t a t u s  of pold. 

d r a f t  amendments of many of t he  provis ions t h a t  have been prepared involve 

The 
366 - 

ce r t a in  a spec t s  of gold,  bu t  no modifications have been d ra f t ed  i n  

connection with those aspec ts .  

i n  t he  Executive Directors  on f u t u r e  arrangements f o r  gold,  and d r a f t  

amendrcents w i l l  be  prepared when s u f f i c i e n t  progress  has been made. 

Executive Directors  are submitt ing a sepa ra t e  r epor t  t o  t h e  Inter im 

Committee on t h e  discussions t h a t  have been he ld  t o  da te .  

Discussions of d r a f t  amendments by Executive Di rec to r s  

12. 

Executive Directors  i n  a nunber of meetings, i n  t h e  course of which d i r e c t o r s  

expressed preliminary and of ten  personal  views on the  i s sues  r a i sed  by 

the  d ra f t s .  

prepared revised vers ions  of many of t he  o r i g i n a l  memoranda and w i l l  

Ins tead,  d i scuss ions  have been proceeding 

The 

t h e  memoranda prepared by t h e  s t a f f  have been considered by the  

O n  t he  b a s i s  of t h i s  f i r s t  round of d iscuss ion ,  t h e  s t a f f  has  
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conplece revis?? vers ionf  of these  nemoranda i n  the  near  fu tu re .  

Executive Director;  do not expect t o  be a b l e  t o  complete a second round 

of discussion on the  b a s i s  of t h e  revised vers ions before  t b e  meeting 

of t he  Interin: Corni t tee  i n  January 1975. 

The Council 

13. 

or  o the r s  of comparable rank would s t rengthen t h e  Fund both i n  i t s  struc- 

t u r e  and i n  i t s  functioning. 

as con t rove r s i a l  i n  i t s e l f ,  al though one view t h a t  has been expressed is 

t h a t  aaendment f o r  t h i s  purpose is not urgent because of t h e  exis tence of 

t h e  Inter im Committee and because of the  b e n e f i t s  t h a t  could be obtained 

from experience ir, t he  operat ion of the  Comitcee .  

view, t h e  fact t h a t  t he  Inter im Cozmittee is an advisory body, whereas 

the  Council would take  decis ions i n  the exerc ise  of powers, would not  be 

reason enough t o  amend i n  order  t o  e s t a b l i s h  t h e  Council, because t h e  

advice of t he  Connittee vi11 ca r ry  grea t  weight with rcenbers and the  Fund. 

14. The main i s sue  t h a t  has  a r i s e n  i n  connection with an amendment t o  

e s t a b l i s h  the  Council relates t o  t h e  d i s t r i b u t i o n  of powers among t he  Board 

of Governors, t he  Council, and the  Executive Direc tors .  

no t  contemplate a r a d i c a l  extension of t h e  powers of t h e  Fund a s  one of the  

immediate s t eps ,  and therefore  i f  c e r t a i n  powers were t o  be conferred 

d i r e c t l y  and exc lus ive ly  on the  Council, f o r  t h e  most p a r t  they would have 

t o  be  carved out of t h e  present  powers of t h e  Soard of Governors o r  t h e  

Executive Directors o r  both. OZposition has  been expressed t o  z.1 anmdment 

t h a t  would have t h i s  e f f e c t ,  because it  cou ld  diminish t h e  au tho r i ty  of the  

The 

The c rea t ion  of a Council coi,iposed of governors of t h e  Fund, minis te rs ,  

The es tab l i shnent  of a Council is not  regarded 

iiccordinz t o  t h i s  

The Outl ine does 

Board of Governors and the  Executive Direc tors .  If powers were not  t r ans fe r r ed  
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from these two organs t o  the  Council, t he  quest ion then arises whether 

powers t h a t  a r e  a t  present  powers of the  Board of Governors should be 

subjec t  t o  delegat ion by t h e  Roard. 

Council would mean t h a t  they would be exerc isab le  by the  Council without 

depriving the Board of Governors of its au thor i ty  t o  exercise t h e  delegated 

powers i f  i t  should see f i t .  

t he  Board of Governors are subjec t  t o  de lega t ion  t o  t h e  Executive 

Directors  and o thers  are not .  

proposed only a l i m i t e d  de l egab i l i t y  of the  powers t h a t  are now exercis-  

The de lega t ion  of powers t o  t h e  

Under the  present  Articles, some powers of 

The d r a f t s  prepared by the  s t a f f  have 

ab le  so l e ly  by the  Board of Governors. Some d i r e c t o r s  have opposed the  

delegat ion t o  the Council of any of these  powers, on the  ground t h a t  

there  were good reasons t o  confine the  exerc ise  of these powers t o  the  

Board of Governors as the  plenary organ. 
368 - 

Another view, however, has 

been t h a t  many of the  reasons f o r  t he  present  reserva t ion  of powers t o  

the  Board of Governors w e r e  p o l i t i c a l  and t h a t  t he  Council i s  meant t o  

be a body with p o l i t i c a l  r e s p o n s i b i l i t i e s .  I t  has  been argued, there- 

fo re ,  i n  accordance with t h i s  l i n e  of thought,  t h a t  many powers t h a t  

cannot be delegated t o  t h e  Executive Direc tors  under the  present  Articles 

should be delegable t o  the  Council. 

15. There remains t h e  quest ion of de lega t ion  t o  t h e  Council of the  

powers of the  9oard of Governors t h a t  can be delegated t o  the  Executive 

Directors  under the  present  Articles. The Board of Governors has  made 

the maximum deleea t ion  t o  the  Executive Direc tors .  The i s sue ,  therefore ,  

i s  whether some of the  powers t h a t  have been included i n  t h i s  delegat ion 

t o  the  Executive Direc tors  should be withdrawn from then and delegated 

t o  the  Council ins tead .  There has been opposi t ion t o  t h i s  ccxrse because 
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it would weaken the  au thor i ty  of the  Executive Directors .  

proposed, as an a l t e r n a t i v e ,  concurrent powers f o r  the  Council and the  

Executive Directors .  

The s t a f f  has 

The occasions f o r  the exerc ise  of these powers would 

be determined, however, by d i f f e r e n t  c r i t e r i a  f o r  the  two organs. 

t h i s  reason, and a l s o  because the re  would be consul ta t ion  and collabora- 

t i o n  between the  Council and the  Executive Direc tors ,  con f l i c t ing  dec i -  

s ions  would be unl ikely.  

5 /  woull be guided by Article X I I ,  Section 3(a)- of t he  present  Articles, 

under which the  Executive Directors  a r e  responsible  f o r  the conduct of 

t he  general  operat ions of the  Fund. 

Council would be guided by the  t e x t  of a proposed provis ion according to 

vhich t h e  Council would supervise  the  management and adaptat ion of t he  

in t e rna t iona l  monetary system, including the continuing operat ion of 

t he  adjustment process,  and i n  t h i s  connection would review developments 

i n  global  l i q u i d i t y  and the  t r a n s f e r  of real resources t o  developin2 

countr ies .  

For 

The exercise  of powers by the  Executive Directors  

The exerc ise  of powers by the  

16. Another i s sue  t h a t  has a r i s e n  i n  connection with t h e  Council 5s 

vhether each counci l lor  should be ab le  t o  cast h i s  vo tes  only as a u n i t  

o r  should be authorized t o  cast separa te ly  the  votes  a l l o t t e d  t o  each 

member country i n  h i s  consti tuency. 

s p l i t  t h e i r  vo tes  although they are able  t o  record the  individual  views 

of t h e  member count r ies  t h a t  e lec ted  then. 

Executive d i r e c t o r s  are not ab le  t o  

It has been argued by some 

d i r e c t o r s  t hn t  the Council i s  c lose r  in s p i r i t  t o  t h e  Bocrc! of Governors 

than t o  the  Executive Direc tors ,  and t h a t  f o r  t h i s  reason s p l i t  vot ing 
---___ __-.______ 

5 /  "(a) The Executive P i r e c t o r s  s h a l l  be respocsible  f o r  t he  con- 
duct of t h e  general  operat ions of t he  Fund, and for t h i s  purpose s h a l l  
exerc ise  a l l  the  powers delegated t o  them by the  Board of Governors." 

369 
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should be adopted because each governor casts h i s  vo te s  separa te ly  i n  

t h e  Board of Governors. 

Legal izat ion of f loa t ing  

17. The reference t o  amendments on f l o a t i n g  rates i n  sub-paragraph (b) 

of Paragraph 41 of t he  Outl ine i s  an outstanding example of the  d e s i r e  t o  

e s t ab l i sh  l e g a l i t y .  

prescr ibe general  margins f o r  exchange t r ansac t ions  but  empower the  Fund 

t o  change these margins without f u r t h e r  amendment, and would enable  

members t o  adopt f l o a t i n g  rates i n  p a r t i c u l a r  s i t u a t i o n s .  

The d r a f t  amendments prepared by the  s t a f f  would 

The staff 

suggested t h a t ,  i n  view of the  general ized f l o a t i n p  t h a t  now ex i s t s ,  i t  

would be incompatible with the  s n i r i t  of the  d r a f t  provis ions t o  l e g a l i z e  

f l o a t i n g  f o r  each member of the  Fund under them as soon a s  they became 

e f f ec t ive .  For t h i s  reason, t he  s t a f f  proposed a t r a n s i t i o n a l  period 

370 - 
during which the  proposed provis ions on exchange rates would not apply 

and during which f l o a t i n g  would not  be i n  v i o l a t i o n  of the  Articles. The 

Fund would be authorized t o  adopt r u l e s  on the  sub jec t  matter of t h e  pro- 

v i s ions  during the  t r a n s i t i o n a l  per iod.  

18. The main i s sue  i n  connection with f l o a t i n g  remains t h e  d i f f e rence  

of opinion on t h e  r e l a t i v e  emphasis t o  be  placed on e f f e c t i v e  par  values  

and f loa t ing .  This d i f f e rence  w a s  r e f l ec t ed  i n  two vers ions of an amend- 

ment prepared by the s t a f f .  Under the  f i r s t  vers ion ,  f l o a t i n g  would be 

viewed a s  an exception t o  t h e  r u l e  of e f f e c t i v e  par  values  and would be 

permitted,  under ad hoc o r  general  approval,  only as a temporary measure 

and subject  t o  condi t ions Intended t o  ensure a r e t u r n  t o  an e f f e c t i v e  par  

value.  Under t h e  second vers ion ,  m e m b e r s  would he  f r e e  t o  let  t h e i r  cur- 

rencies  f l o a t ,  f o r  as long as they des i r ed ,  without having t o  ob ta in  t h e  
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approval of t he  Fund 

l i n e s  adopted by the  Fund. 

s ion.  One v a r i a n t  would au thor ize  the  Fund to def ine  the  s i t u a t i o n s  i n  

which members would be a b l e  t o  allow t h e i r  cur renc ies  t o  f l o a t .  According 

t o  t h e  second v a r i a n t ,  members would have general  au tho r i ty  for  t h i s  Pur- 

pose and not  simply au tho r i ty  confined t o  s i t u a t i o n s  as defined by the  

Fund. 

e f f e c t i v e  par  va lues  an:! f l o a t i n g  coupled with the  observance of guide- 

l i n e s  on the same plane of l e g a l i t y .  

19. Some d i r e c t o r s  d id  not favor the  proposed t r a n s i t i o n a l  period on 

t h e  ground t h a t  i t  would f r e e  nembers from the  r e s t r a i n t s  of t he  provis ions 

provided t h a t  they acted cons i s t en t ly  with guide- 

TtJo va r i an t s  were prepared of the second ver-  

The second vers ion,  i n  e i t h e r  of t h e  two va r i an t s ,  would put 

37 1 proposed f o r  the  pos t - t r ans i t i ona l  period. 

d i r e c t o r s  who favor  t h e  f i r s t  vers ion  on the  l ega l i za t ion  of f l o a t i n g  as 

This criticism was made by - 
described i n  paragraph 18 above. As pointed out  i n  paragraph 1 7  above, 

however, members would not  be f r e e  from a l l  r e s t r a i n t s ,  because the  Fund 

would be  authorized t o  adopt r u l e s  during the  t r a n s i t i o n a l  period. 

Trade measures f o r  balance of pap-ents reasons 

20. The f i r s t  d i scuss ion  of the d r a f t  amendment by which memhers could 

undertake t o  seek a f ind ing  from the  Fund t h a t  measures imposed by them 

on t r a d e  and o ther  current  i n t e r n a t i o n a l  t r ansac t ions  f o r  reasons r e l a t ed  

t o  t h e  balance o f  payments werz indead j u s t i f i e j  for those r easow,  was 

devoted l a rge ly  t o  t h e  technica l  i s sues  r a i sed  by the d r a f t .  

d i r e c t o r s ,  most of whon were appointed or  elected by developed 

S o m  

members, 

r e i t e r a t e d  t h e i r  support  of t h e  proposal.  

reserved i n  t h e i r  a t t i t u d e  t o  the pr inc ip l e  of the  proposal as w e l l  as 

Other d i r e c t o r s ,  V ~ O  were 
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t o  the d r a f t ,  pointed out  t ha t  i t   as premature t o  consider an amend- 

ment a t  a time tihen the dec la ra t ion  on t r ade  measures i n  the  Appendix 

t o  the Outline had not y e t  become e f f e c t i v e  because not eiiougli rnernbers 

hac! subscribed t o  i t .  Moreover, i t  would he advisable ,  according t o  

these d i r e c t o r s ,  t o  delay f u r t h e r  considerat ion of the  d r a f t  even after 

the declarat ion became e f f e c t i v e  so t h a t  d r a f t i n g  could Droceed with 

the  benc f i t  of experience. Some d i r e c t o r s  believed t h a t  t h e  j u r i s d i c -  

t i o n a l  competence of t h e  Fund should not  extend f u r t h e r  i n t o  t h e  f i e l d  

of t rade .  

The "link" 

21. Paragraph 39 of t h e  Outline states t h a t  t he  Committee of Twenty 372 - 
w a s  not unardmous on the  question of e s t ab l i sh ing  a lin!c between develop- 

ment a s s i s t ance  and the  a l l o c a t i o n  of sDecial drawing r i g h t s .  

agreed therefore  t h a t  the  I n t e r i n  Committee should reconsider "simul- 

taneously with the preparat ion by the  Executive Board of d r a f t  amend- 

ments of t he  A r t i c l e s  of Agreenent, which i t  is envisaged would'be pre- 

sented f o r  t h e  approval of the Board of Governors by February 1975, t he  

p o s s i b i l i t y  and modal i t ies  of e s t ab l i sh ing  such a l ink." 

22. Draft  amendments were prepared i n  two vers ions.  The f i r s t  would 

empower the  Fund, when taking decis ions on b a s i c  periods,  to a l l o c a t e  

spec ia l  draving r i g h t s  t o  p a r t i c i p a n t s  i n  the  Special  Drawing Account 

a t  d i f f e r e n t  percentages of quota instead of t he  same percentage as 

It was 
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GI required by the present  text oE A r t i c l e  XXIV, Section 2(a) , (h) , and (C) e- 

The other  vers ion would emover  the  Fund, i n  its decisions on bas i c  

per iods,  t o  a l l o t  s p e c i a l  drawing r i g h t s  t o  those i n t e r n a t i o n a l  develop- 

ment f inance organizations t h a t  would be spec i f i ed  as  r e c i p i e n t s  by the  

Fund. The two vers ions were not exclusive of each other .  That i s  t o  say,  

both could be adoptedwi thout  c o n f l i c t .  A number of d i r e c t o r s  have ex- 

pressed a preference,  however, f o r  the f i r s t  version. The differences 

of opinion on the  l i n k  t h a t  were expressed i n  the  Committee of Twenty 

have been repeated i n  the  discussions of the Executive Directors.  

- 61 "Allocation and c a n c e l l a t i . .  

(a) necis ions of the Fund to a l l o c a t e  or  cancel 
s p e c i a l  drawing r i g h t s  s h a l l  be made for bas i c  periods 
which s h a l l  run consecutively and s h a l l  be f i v e  years i n  
duration. 
of the f i r s t  decis ion t o  a l l o c a t e  s p e c i a l  drawing r i g h t s  
o r  such later date  as nay be spec i f i ed  i n  t h a t  decision. 
Any a l l o c a t i o n s  or c a n c e l l a t i o w  s h a l l  take p l ace  a t  
year ly  i n t e r v a l s .  

The f i r s t  b a s i c  period s h a l l  begin on the  da t e  

(b) The rates a t  which a l l o c a t i o n s  a r e  t o  be made s h a l l  
be expressed as percentages of quotas on the da t e  of each 
decis ion t o  a l loca t e .  The rates a t  which s p e c i a l  drawing 
r i g h t s  are t o  be cancelled s h a l l  be expressed as percentages 
Of n e t  cumulative a l l o c a t i n n s  of s p e c i a l  drawing r i g h t s  on 
the da t e  of each decis ion t o  cancel.  
be the  same f o r  a l l  p a r t i c i p a n t s .  

The percentages s h a l l  

(c)  I n  i ts  decis ion f o r  any b a s i c  period t h e  Fund 
may provide, notwithstanding (a) and (b) above, tha t :  

( i )  the  durat ion of the b a s i c  period s h a l l  be 
other  than f i v e  years ;  or  

p l ace  a t  other  than year ly  h t e r v a l s ;  o r  

s h a l l  he  the  quotas or n e t  cumulative al loca-  
t i o n s  on dates  orher  than the dates  of deci- 
s ions  t o  a l l o c a t e  o r  cancel. " 

( i i )  the  a l l o c a t i o n s  o r  c snce l l a t lons  s h a l l  take 

(iii) the basis for a l l o c a t i o n s  or cancel la t ions 
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Improvements in the General Account 

23. 

Fund's resources are outmoded in many respects. 

example, of the policies developed by the Fund to ensure a broad use Of 

currencies in transactions. A large measure of agreement was expressed 

by directors on the content of the draft amendments prepared by the staff, 

Use of Fund's resources. The present provisions on the use of the 

They take no account, for 

although on this topic, as on most, there were many shades of opinion on 

technical questions. Most of the draft amendments were intended to 

modernize the provisions and facilitate the transactions of members with 

the Fund, but one aspect is of sufficient importance to deserve special 

mention. 

currency is purchased from the Fund, the member has no direct obligation 

under the Articles to convert it for the benefit of the purchasing member. 

Hitherto, it has been the accepted view that if a member's 

374 - 
ikst members have been willing, however, to convert their currencies 8t 

satisfactory rates of exchange, when purchased from the Fund, but there 

have been problems. Moreover, the absence of an established obligation 

to convert has meant that members have been able to exercise a de fact0 

veto on the inclusion of their currencies in currency budpets. 

amendments propose9 therefore, that when, in accordance with its policies, 

the Fund sold a member's currency, the member should have an obligation 

to convert it at satisfactory rates at the request o f  the purchasing 

memher. 

nection with two current issues: 

quotas of some members and the Possible use of a member's okm currency in 

payment of the "p,old" portion of a subscription payable as the result of 

an increase in quota. 

The draft 

The importance of such an oblication has been stressed in con- 

possible special increases in the 



DAM7411 6 

- 1 9  - 

24. Various suggestions have been made t h a t  

would involve the  adminis t ra t ion o r  d i spos i t i on  by t h e  Fund of resources  

t h a t  were not subjec t  t o  the present  provis ions of t h e  Articles. These 

resources  could emanate from spec ia l  loans o r  gran ts  by members o r  from 

other  operat ions and t ransac t ions .  It should be  noted t h a t ,  a t  t h e  momect 

t he  Fund would be a b l e  t o  adminis ter  spec ia l  resources on behalf of 

members provided t h s t  they d id  not  become p a r t  of t h e  Fund's own resources ,  

provided t h a t  operat ions and t ransac t ions  i n  these spec ia l  resources  

were not  on t h e  account of t h e  Fund, and provided t h a t  t he  operat ions ar?d 

t ransac t ions  were cons is ten t  with the  purposes of t h e  Fund. 

i s  s tudyinz the  quest ions connected with s p e c i a l  resources.  

25. 

currency from the  Fund are cumbersome and r i g i d ,  although they may have 

t h e  advantage i n  c e r t a i n  circumstances of acce lera t ing  repurchase. The 

provis ions must be appl ied each year even though they r e s u l t  i n  a Smaller 

volume of repurchases than those t h a t  are discharged under a second and 

more f l e x i b l e  system of repurchase t h a t  the  Fund has developed by deci- 

s ion  and p r a c t i c e  i n  order  t o  mi t iga t e  the  inadequacies of t h e  Articles. 

The d r a f t  amendments on repurchase would rep lace  t h e  present  provis ions 

with provis ions based s u b s t a n t i a l l y  on t h i s  second system. 

have m e t  with much support. 

has  been the  determination of general  p r i n c i p l e s  t h a t  should be in-  

cluded i n  the  Articles t o  govern repurchase i f  t h e  f ixed  and d e t a i l e d  

formulae of the present  provis ions were eliminated. 

Use of non-Fund resources.  

The staff  

Repurchase. The present  provis ions on repurchase by a member of i t s  

The proposals 

The main i s s u e ,  which i s  l a rge ly  technica l ,  

375 
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26. 

tions, and another obligation, to pay gold to the Fund have accrued but 

Accrued obligations payable in gold. A number of repurchase obliga- 

have been postponed several times because of the reluctance of members to 

use gold at the Fund's present valuation. There is no technique short of 

amendment by which these obligations could be discharged with some asset 

other than gold so as to put an end to the present stalemate. The draft 

amendments would permit members to use special drawing rights to discharge 

outstandinp; obligations to pay gold. 

27. Payments by and to General Account. Members make a number of pay- 

ments to the Fund, including repurchases, charges on the Fund's holdings 

of currency in excess of quota, other charges, and subscriptions+on in- 

creases in quota. 

The Fund makes a number of payments to members, including renuneration and 

the distribution of net income. 

tions and transactions conducted through the General Account. 

drawing rights may be used t o  make some but not all of the payments. 

draft amendments would permit the use of special drawing rights to make all pay- 

ments by or to the Fund. 

the whole, although a number of technical issues have been discussed and 

would have to be resolved. 

28. "Gold" nortion of increased subscriptions. Under Article 111, Section 

4 ( a )  of the present Articles, a member must pay in gold 25 percent of the sub- 

scription resulting from an increase in quota. 

relief from this obligation, which members are reluctant to incur at the pre- 

sent time,are liclited and unsatisfactory for legal and other reasons. The draft 

(Subscriptions are considered in the next paragraph.) 

All these payments are made in opera- 

Special 

The 

The proposals have not been controversial on 

The opportunities to give 
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amendmeots prepared by the s t a f f  would enable  members t o  pay the "gold" 

po r t ion  of an increased subscr ipt ion i n  spec ia l  drawing r i z h t s .  

members might no t  have the  necessary s p e c i a l  drawing r i c n t s ,  and f o r  

t h i s  and o ther  reasons the  draf tshave proposed that t h e  Fund be authorized 

t o  spec i fy  the currencies  of other  members as assets t h a t  a member n ight  use 

t o  pay t h e  "gold" por t ion  of its increased subscr ipt ion.  

cur renc ies  would not  be allowed t o  create repurchase obl iga t ions  f o r  t h e  

i ssuers .  Furthermore, the Fund would be  empowered, under the  d r a f t s ,  t o  

Permit members t o  pay the  "gold 

contemplated as a va r i an t  of t h i s  au tho r i ty  t h a t  it might be confined t o  

spec ia l  circumstances, of which the Fund would be the judge. 

cussions of the Executive Direc tors ,  t he re  w a s  general  support f o r  t he  use 

of spec ia l  drawing riz'nts, and some support f o r  t h e  use of the  cur renc ies  of 

o the r  members and a member's own currency. 

however, to  the  use of currency. 

t o  t h e  use  of t h e  cur renc ies  of o ther  members was t h a t  i t  would diminish 

t h e i r  super-gold tranche pos i t ions ,  although it  was pointed out t h a t  t he re  

is no p r i n c i p l e  under the  Articles t h a t  e n t i t l e s  a member t o  have the  hold- 

ings  of its currency by t h e  Fund maintained a t  any level below 75 percent of 

quota. There are indeed many r e c e i p t s  by the  Fund under express aad i n p l i e d  

au thor i ty  t h a t  a f f e c t  super-zold tranche pos i t ions .  

of a member's own currency w a s  based on t h e  proposi t ion t h a t  an increase  i n  

quota should involve some payment of r s e r v e  assets t o  t h e  Furid and on t h e  

f u r t h e r  proposi t ion t h a t  t h e  Fund's l i q u i d i t y  might be a?versely a f f ec t ed .  

Some 

Payments with these 

por t ion  i n  t h e i r  own currencies .  It was 

I n  the  d is -  

377 - 
There w a s  a l s o  opposi t ion,  

The objec t ion  advanced by some d i r e c t o r s  

The object ion t o  the  use 
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2 3 .  Investment. The Fund has sustained subs t an t i a l  d e f i c i t s  i n  recent  

years.  

on the  Fund's a c t i v i t i e s  and n l sh t  lessen  confidence i n  the  Fund as a 

f inanc ia l  i n s t i t u t i o n .  

The continuance of t h i s  s i t u a t i o n  might have an inh ib i t i ng  e f f e c t  

The Fund naintained an  investment program at  one 

t h e  i n  the  p a s t  under an implied power and subjec t  t o  restrictive conditions.  

The d r a f t  amendments have proposed an express power t o  sell gold i n  any 

market i n  order t o  obtain proceeds up t o  the  amount of the  Fund's reserves 

fo r  investment i n  the s e c u r i t i e s  of nenbers o r  i n t e rna t iona l  development 

finance organizations.  The consent of t he  i s s u e r  would be required f o r  in- 

vestment i n  its secu r i t i e s .  The assets represent ing the investment o r  its 

proceeds could be segregated from t h e  Fund's o ther  holdings of cur renc ies  

so as not  t o  a f f e c t  the  r i g h t s  and obl iga t ions  of members t h a t  a r e  deter-  

mined by the l e v e l  of t he  Fund's holdinas of t h e i r  currencies  i n  r e l a t i o n  t o  

quota. 

378 - 
In  addi t ion,  the  assets could be insu la ted  from the  provisions of 

the Articles t h a t  require  menbers t o  maintain the  gold value of t h e  Fund's 

assets. There was broad support among d i r e c t o r s  fo r  a power t o  invest .  

There w a s  some reserva t ion ,  however, with respec t  t o  the  sale of gold f o r  

t h i s  purpose, i n  pa r t  because the power w a s  considered an aspect  of t he  

more extensive problen: of the fu tu re  arrangements f o r  gold. 

suggested t h a t  the  s t a f f  should consider amendments based on the  investment 

of a port ion of the  Fund's holdings of currency not  exceeding the  anount of 

the  reserves ,  and d r a f t s  have been prepared t o  g ive  e f f e c t  t o  t h i s  techni<ye .  

There was considerable support f o r  the proposi t  ions t h a t  t h e  segregat ion 

of the assets represent ing the investment and i t s  proceeds, and t h e i r  

insu la t ion  from the  provis ions on t h e  maintenance of value,  should be 

luandatory and not a t  t h e  option of t h e  Fund. 

It was 
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Improvements i n  the  c h a r a c t e r i s t i c s  of spec ia l  drawing r i g h t s  

30. 

amendments have been prepared t o  make i t  poss ib le  t o  use them t o  discharge 

var ious  payments t o  and by the Fund; abol i sh  the  obl ioa t ion  of recons t i tu -  

t i o n  according to  which members must hold a prescr ibed average balance of 

spec ia l  drawin? r i g h t s  over a defined period of t i m e ;  provide f o r  t he  

r e l axa t ion  of the  requirement of need f o r  t he  use of s p e c i a l  drawing r igh t s ;  

expand t h e  freedom of pa r t i c ipan t s  t o  en te r  i n t o  t r ansac t ions  by ageement ,  

i .e.,  without designat ion by t h e  Fund; enable the  Fund t o  ;>err?.it operat ions 

and t r ansac t ions  i n  spec ia l  drawing r i g h t s  t h a t  are not  now possible ,  such 

as t h e  d i r e c t  discharge of ob l iga t ions  o r  the  use of spec ia l  drawin2 r i g h t s  

as c o l l a t e r a l ;  modify the provis ion under which pa r t i c ipan t s  may opt  out 

of a l loca t ions  of spec ia l  drawing r i g h t s ;  increase  the  obl iga t ion  of 

members to  accept spec ia l  drawing r i g h t s ;  en la rge  the  ca tegor ies  of o ther  

holders  and t h e  operat ions and t ransac t ions  i n  which they may engage among 

themselves and with p a r t i c i p a n t s  o r  with the  General Account; cu t  t he  t i e  

between the  rate of remuneration and the  rate of i n t e r e s t  on spec ia l  drawing 

r i g h t s ;  and s impl i fy  the  concept of currency conver t ib le  i n  f a c t .  

p r i n c i p l e  t h a t  t h e  q u a l i t i e s  of spec ia l  drawing r i g h t s  should be inproved 

m e t  wi th  general  support .  There w a s  similar support f o r  most of t h e  

proposed amendnents by which t h i s  ob jec t ive  could be achieved. 

some reserva t ions ,  however, p r inc ipa l ly  i n  connection with the  ob l i za t ion  

of acceptance and on opt ing out ,  and i n  add i t ion  a number of technica l  

i s s u e s  have been ra i sed .  

In  order t o  enhance the  q u a l i t i e s  of spec ia l  drawing r i g h t s ,  d r a f t  

The 

There w e r e  

379 - 



- 24 - 

P a r t  111. Pr inc ipa l  I ssues  

General reac t ions  

31. 

general  question of amendment. 

i t  nust  be observed t h a t  individual  d i r e c t o r s  who have declared t h e i r  

preference fo r  one pos i t i on  have o f t en  expressed t h e i r  t r i l l inpness  t o  concur 

i n  another pos i t ion  i f  t he  p o s s i b i l i t y  should develop of general  agreement 

on it: 

Various opinions have been expressed by execut ive d i r e c t o r s  on the  

These opinions are summarized below, but  

( i )  There should be  no amendrcents a t  a l l .  The reasons f o r  t h i s  

reac t ion  vary. For example, amendments shor t  of a compre- 

hensive reform of the  in t e rna t iona l  monetary system might 

de te r  fu r the r  e f f o r t s  a t  such a reform. 

doubted t h a t  t he re  is a t r u l y  compelling necess i ty  f o r  any 

amendinent , because temporary pragmatic procedures might be 

devised. 

There should b e  no amendments, except f o r  an amendment t h a t  

would enable members t o  pay the  gold por t ion  of increases  

i n  t h e i r  subscr ip t ions  i n  some o ther  way. 

Again, i t  has  been 

(ii) 

The two opinions described above do not comand broad support as a f i r s t  

preference. 

( i i i )  All of the top ics  set f o r t h  i n  Paragraphs 37 and 41 of the  

Outl ine should be the  subjec t  of amendments. 

All of the  top ic s  set f o r t h  in Paragraphs 37 and 41 of t he  

Outl ine,  with s p e c i f i c  exceptions,  should b e  the  subjec t  of 

amendments . 

( iv )  
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(v) As many amendments should be adopted as can be t h e  subjec t  of 

agreement. 

s t a t ed  that t h e i r  w i l l i n p e s s  t o  concur i n  many amendments d id  

not imply t h a t  they f e l t  any urgency about anendment. 

Sone d i r e c t o r s  who have expressed t h i s  opinion have 

The t h r e e  opinions i n  ( i i i )  t o  (v) above do not  command broad support  as 

a f i r s t  preference.  

(v i )  There should be a l imi ted  number of amendments. The 

p r inc ip l e s  suggested for making a choice have var ied.  

d i r e c t o r s  have emphasized a choice based on t h e  urgency of 

a t t a i n i n g  a c e r t a i n  objec t ive  i n  the  sho r t  run. 

agree t h a t  it is urgent t o  amend i n  order t o  f a c i l i t a t e  

increases  i n  quotas as a r e s u l t  of t he  s i x t h  yenera1 review, 

but  some d i r e c t o r s  a l s o  regard it  as urgent t o  e s t a b l i s h  a s  

much l e g a l i t y  and t o  dea l  with a s  many cur ren t  problems as 

possible .  Some d i r e c t o r s  have r e fe r r ed  t o  a balance arnone 

the  primary i n t e r e s t s  of a l l  menbers as a c r i t e r i o n  f o r  t he  

choice of axendmen t s . 

Some 

ilost d i r e c t o r s  

The opinion descr ibed i n  (vi) has the  broadest  support  as a f i r s t  o r  second 

preference,  but  i t  must no t  be in fe r r ed  from t h i s  genera l iza t ion  t h a t  t he re  

i s  equal agreenent on the s p e c i f i c  amendments t h a t  should be included i n  

a l imi ted  choice. This aspect  of t h e  d iscuss ion  i s  exanined i n  the next  

paragraph. 

Combinations of amendnents 

32. 

t h e  d iscuss ions  of the Executive Directors .  

combinations : 

A considerable  range of poss ib le  combinations has been suzgested i n  

The followinz are sorce of the 

38 1 
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(i) 

( i t )  

subscr ip t ions ,  arrangements f o r  gold, and investvant;  

the l i nk .  subscr ip t ions ,  arrangements f o r  gold, and t h e  s t a t u s  of 

the  special drawing r i g h t ;  

(iii) lega l i za t ion  of f loa t ing ,  the  l i n k ,  and subscr ip t ions ;  

( i v )  the l l n k  and subscr ip t ions ;  

(v) l ega l i za t ion  of f l o a t i n g ,  t he  Council, t r ade  measures f o r  

balance of payments reasons,  subscr ip t ions ,  and arrangements 

f o r  gold. 

It  must be repeated t h a t  combinations such as these  have been the  second 

preference of some d i r e c t o r s  whose f i r s t  preference would be more extensive 

amendment, but who would support a narrower range if agreeuient could not 

be reached on broader amendment. The Executive Directors  have not a t tenpted 

t o  reach a consensus on a se l ec t ion  of amendments because of the  broader 

mandate they have been given by the  Board of Governors on the  b a s i s  of 

the  Outline. It should be noted, moreover, t h a t  i n  sum the  var ious 

combinations t h a t  have been suggested are almost as extensive as t h e  

top ics  l i s t e d  i n  the Outline.  

Piain !.;enera1 i ssues  

33. (i) A fundamental i s sue  a t  the  present  time is whether t h e  Executive 

Directors  should continue t o  attempt t o  reach agreement on a l l  

t he  top ics  s2t f o r t h  ia Paragraphs 37 and 41 of the  Outline.  

Agreement f o r  t h i s  purpose would include ageement  on t h e  

proposed t e x t s  of at:endsents. 

I f  t h e  Executive Directors  were t o  concentrate  on only some 

of the  top ics ,  i t  would be necessary t o  determine which those 

(ii) 

topics  should be. 
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( i i i )  I f  a selectLon of t op ic s  were made as the b a s i s  f o r  amendments 

t o  be proposed i n  the  near  fu tu re ,  the  quest ion would arise 

whether t h e  Executive Direc tors  should persevere w i t h  t he  

remaining top ic s  in order  t o  see whether f u r t h e r  proposals 

could be  agreed a t  a l a t e r  d a t e  f o r  a second round of amendments. 

Spec i f ic  i s sues  

3 4 .  

ment i n  earlier paragraphs t h a t  amendments on c e r t a i n  t o p i c s  a r e  regarded, 

on the  whole, as uncontroversial  or  a r e  t h e  subjec t  of broad agreement 

i n  p r inc ip l e .  

t h e  top ic s  t o  which t h i s  conclusion can reasonably be appl ied a r e  the  

establishment of the Council, use of t h e  Fund's resources ,  repurchase,  

payments to  and by the  Fund, including t h e  payment of subscr ip t ions  on 

increases  i n  quota,  investment, and improveriients i n  the  c h a r a c t e r i s t i c s  

and uses  of s p e c i a l  drawing r i g h t s .  It has a l s o  been seen t h a t  c e r t a i n  

fundamental i s sues  have emerged i n  connection with some topics .  

t h a t  have been mentioned can be s m m r i z e d  as follows: 

It has  been seen from the  discussion of ind iv idua l  top ics  f o r  aoend- 

Although many t echnica l  quest ions would have t o  be resolved,  

Those 

The na ture  of f u t u r e  arrangements f o r  so ld .  

The d i s t r i b u t i o n  of powers among the  Eoard of Governors, t he  

Council, and the  Executive Direc tors ;  and s p l i t  votin: i n  t he  

Council . 
The place  of par va lues  and f l o a t i n r  i n  new exchange arrange- 

ments; and the  c rea t ion  of a t r a n s i t i o n a l  period t o  l e g a l i z e  

the  present  generalized f l o a t i n g  before  t h e  new exchanqe 

arranzements become operat ive.  

The in t roduct ion  and form of a l ink .  

383 
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The Executive Directors  bel ieve t h a t  i n  fu r the r  discussions they might 

be ab le  t o  resolve the problems r e l a t e d  t o  ( i i )  above as w e l l  as a l l  

other  problems re fer red  t o  i n  t h i s  Report t h a t  have not  been l i s t e d  i n  t h i s  

paragraph. The Inter im Committee may wish, therefore ,  t o  address  i t s e l f  

t o  paragraph 33 above and t o  sub-paragraphs (i) , ( i i i )  , and ( i v )  i n  t h i s  

paragraph 34. 
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