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1. The Interim Committee of the Board of Governors of the International
Monetary Fund met in Bangkok, Thailand on Gctober 13-14, 1991 under the
chairmanship of Mr. Carlos Solchaga, Minister of Economy and Finance of
Spain. Mr. Michel Camdessus, Managing Director, participated in the
meeting, which was also attended by a number of observers. A U.5.S5.R.
delegation was invited to attend some of the discussion.

2. The Committee observed that the pronounced slowdown of world economic
growth this year was expected to be followed in 1992 by a moderate recovery.
The recent moderation of inflation weuld likely continue, improving
prospects for sustained growth in the medium term.

Monetary and fiscal policies in the industrial countries should
continue to focus on achieving the medium-term objectives of sustained
global expansion, progress toward price stabilicy, and provide tha basis for
lower real interest rates. Structural reforms, including measures to reduce
trade restrictions and to improve the functioning of labor markets, are
needed to enhance economic efficiency and, in many countries, reduce
persistently high unemployment. Continued progress in fiscal consolidation
would help to increase saving, raise private investment and potential
output, and alleviate the debt-service burden of heavily indebted countries.
The need to raise global saving is heightened by the ncw claims on resources
assoclated with reconstruction in the Middle East, unification in Germany,
the economic transformation of Eastern Europe, and prospects for reform in
the U.8.5.R. It is essential that these additional demands be met by reduc-
tions in the absorpticn of saving by governments and an increase in private
saving. In that respect, an important contribution could be made by
reassessing spending on defense and subsidies.

3. The Committree was unanimous in its concern over the delays in the
Uruguay Round and the attendant risks to the world economy. The Committee
emphasized that the liberalization of the trade system would comtribute
importantly to global economic growth and thereby to the resolution of the
debt problem. The failure of the Round could seriocusly jeopardize the
international trade and payment system, of which the multilateral
institutions are an integral part, as well as the outward-looking economic
reforms supported by tlie Fund and the World Bank, under which many countries
have proceeded unilaterally to dismantle trade barriers. The Committee
therefore urged all governments to attach the highest political priority to
a speedy and successful conclusion to the Round in order to realize the
efficiency gains on which future growth depends.

4. The Committee reaffirmed its support for the international debt
strategy. It was encouraged by the progress made by an increasing number of
developing countries toward restoring external viability and achieving
sustainable growth. This testifies to the effectiveness of the growth-
oriented adjustment policies that have been supported by the international
community and of the instruments developed to assist members in the
resolution of their debt difficulties, including commercial bank debt and
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debt service reduction. The Committee welcomed emerging trends toward
capital repatriation and the recovery of private direct investment flows, as
well as the resumption in some cases of voluntary capital market financing.
It stressed the importance of continued adequate and timely financial
support for all countries that are sustaining sound policles. 1In this
context, the list of countries eligible for support under the ESAF should be
kept under consideration with a view to a possible expansion.

Direct financial assistance from bilateral creditors and official debt
restructuring remain essential. As concerns specifically the pocrest, most
indebted countries, the Committee acknowledged the need for more
concessional restructuring terms in support of sound economic actions. The
Committee called on the Paris Club t> continue its discussions on how best
to implement promptly additional debt relief measures, on a case by case
basis, that go well beyond the relief already granted under the Toronto
terms. The Committee also urged commercial banks to provide support to
countries engaged in strong economic reform programs that have continued to
service theiir debt despite very difficult external circumstances. It also
called upon all parties to work expeditiously toward a normalization of
financial relations in those cases where restructuring of bank debt is a
necessary complement to strong domestic adjustment efforts.

5. The Committee warmly welcomed the continuing commitment of Eastern
European countries to stabilizing and reforming their economies along market
oriented lines In spite of the added difficulties caused by the collapse of
trade in the former CMEA area. The Committee reasserted the importance for
these countries to move speedily with institutional and structural rzform,
including the opening of their economies. The Committee praised the rapid
and effective response of the Fund to the changes in Eastern Europe, and its
role, In cooperation with the World Bamnk, the EBRD, the G-24 and the Paris
Club, in organizing financing for the region in 1991. Adjustment efforts in
these countrizs must continue to be actively supported during the next few
years by adequate and timely financing, with private financing playing an
increasingly important role. Improved access to industrial country markets
also is indispensable to the reorientation and recovery of these economies.

6. The Committee welcomed the intention of the authorities in the U.§5.S5.R.
to intensify reliance on market mechanisms and to integrate the economy into
the multilateral trade and payments system. In view of the present
circumstances of the country, the Committee warmly welcomed the signing of
the Special Association between the U.S.S5.R. and the Fund, as a step toward
membership. The wide ranging expertise that has become available under this
association will assist the authorities in moving forward with urgently
needed economic stabilization and structural reforms so as to overcome the
current crisis and set the stage for a successful transformatioa of the
economy .

7. The Committee took stock of the progress made by members in consenting

to increases in their quotas under the Ninth General Review and in accepting
the Third Amendment of the Articles. The Committee urged those members who

have not vet done so to complete the necessary procedures before the end of

this year.

8. The Committee expressed its appreciation to the Kingdom and people of
Thailand for their warm hospitality. It agreed to hold its next meeting in
Washington, D.C. on Monday, April 27, 1992.
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