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Letter of Transmittal
to the Board of Governors

August 4, 1988

Dear Mr. Chairman:

I have the honor to present to the Board of Governors the Annual Report of
the Executive Board for the financial year ended April 30, 1988, in accordance
with Article XII, Section 7(a) of the Articles of Agreement of the International
Monetary Fund and Section 10 of the Fund's By-Laws. In accordance with Sec-
tion 20 of the By-Laws, the administrative and capital budgets of the Fund approved
by the Executive Board for the financial year ending April 30, 1989 are presented
in Appendix VII. The audited financial statements for the year ended April 30,
1988 of the General Department; the SDR Department; accounts administered by
the Fund, consisting of the Supplementary Financing Facility Subsidy Account, the
Trust Fund, the Enhanced Structural Adjustment Facility Trust (for the period
March 24, 1988 to April 30, 1988) and the Voluntary Contribution Accounts (for
the period December 24, 1987 to April 30, 1988); and the Staff Retirement Plan;
together with the reports of the External Audit Committee thereon, are presented in
Appendix VIII.

Yours sincerely,

/s/

MICHEL CAMDESSUS
Chairman of the Executive Board

Chairman of the Board of Governors
International Monetary Fund
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Chapter 1

Developments in the World Economy

INTRODUCTION

Much of 1987 and the first part of 1988 were
characterized by continued expansion in world
output and trade. At the same time, there was
growing evidence that exchange rate changes and
economic policy adjustments in the major indus-
trial countries were beginning to affect external
imbalances. Among the developing countries, rapid
export growth permitted a strengthening of exter-
nal positions and a decline in debt-to-export ratios.
Nevertheless, despite these positive aspects of the
world economic situation there is no room for
complacency. Much remains to be done to restore
the heavily indebted countries' creditworthiness,
as well as growth throughout the developing world.
Moreover, the imbalances among the major indus-
trial countries remain large and the momentum
of adjustment needs to be reinforced through the
continued implementation of the commitments
made under the economic policy coordination
process (see Box 1). The Fund, for its part, should
continue to support and promote this process.

Real output in the industrial countries expanded
by over 3 percent in 1987, somewhat faster than
in 1986. The strong momentum of growth in the
second half of the year continued in the early part
of 1988, and largely offset the dampening impact
of the wealth losses resulting from the decline in
equity prices in October 1987. At the same time,
inflation has remained low, which is a remarkable
achievement after five years of expansion. In spite
of a slight acceleration in consumer price increases,
the underlying rates of inflation in the industrial
countries—as measured by GNP deflators—aver-
aged some 3 percent last year. Moreover, although
the large external imbalances among the major
industrial countries have remained a source of

concern, they have begun to diminish in real
terms. In the United States, for example, net
exports of goods and services increased by 0.2
percent of GNP in volume terms in 1987, while
the current account surpluses of Japan and the
Federal Republic of Germany in real terms de-
clined by 0.7 percent and 1.1 percent of GNP,
respectively. Finally, relatively buoyant activity in
the industrial countries was associated with a strong
growth of world trade, which expanded by about
5V2 percent in volume in 1987.

In the developing world, recent economic de-
velopments have been more mixed; balance of
payments strains eased somewhat in 1987 and real
output continued to expand, but there were sub-
stantial differences in performance among differ-
ent groups of countries. Many countries have
benefited from vigorous export growth, which was
accompanied by a partial recovery of export prices.
As a result, debt-to-export ratios declined signifi-
cantly in 1987. Current account positions also
strengthened markedly, being approximately in
balance for the developing countries as a whole,
compared with a deficit of $41 billion in 1986.
Nonetheless, despite the improvement in the ex-
ternal environment, the average growth rate in
the developing countries fell from 4.2 percent in
1986 to 3.4 percent in 1987. This was partly
because of stagnation in the fuel exporting coun-
tries, which reflected the impact of continued
adjustment to the decline in export earnings in
1986. In addition, growth in some of the larger
non-fuel exporting countries also decelerated. While
activity was particularly strong among the Asian
exporters of manufactures, in the group of sub-
Saharan African countries the rise in output re-
mained below the rate of population growth, a
trend that continued the steady erosion of living

1
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BOKl
RECENT ACCORDS ON Tup INTERNATIONAL ECONOMY AND

STATEMENTS or THE GROUP OF SEVEN

The Louvre Accord. The finance ministers and
central bank governors of six major industrial coun-
tries (Canada, France, the Federal Republic of Ger-
many, Japan, the United Kingdom, and the United
States) in a meeting on February 22, 1987 at the
Palais du Louvre in Paris agreed to intensify efforts
at economic policy coordination to promote more
balanced economic growth and to reduce existing
imbalances. In their communique (known as the
Louvre Accord), they noted the progress that had
been made in achieving sustainable, noninflationary
expansion. They stated that "surplus countries com-
mitted themselves to following policies designed to
strengthen domestic demand and to reducing exter-
nal surpluses." At the same time, "deficit countries
committed themselves ... to encourage steady, low-
inflation growth while reducing their domestic im-
balances and external deficits." They further agreed
to cooperate "to foster stability of exchange rates
around current levels."

Venice Economic Declaration. At the thirteenth
economic summit meeting, held in Venice, Italy, on
June 8-10, 1987, the heads of state or government
of .the seven major industrial countries (Canadja,
France, the Federal Republic of Germany, Italy,
Japan, the United Kingdom, and the United States)
agreed to strengthen the existing arrangements for
multilateral surveillance and economic coordination.
In their communique^ they agreed to strengthen,
with the assistance of the Fund, the surveillance of
their economies by using economic indicators. This
strengthening would include (1) a "commitment by
each country to develop medium-term objectives and
projections for its economy," as well as for the group
of countries "to develop objectives and projections
that are mutually consistent," and (2) "the use of
performance indicators to review and assess current
economic trends and to determine whether there are
significant deviations from an intended course that
require consideration of remedial actions."

Group of Seven Statements. Against the background
of the commitments made under these two agree-

ments, the ministers and central bank governors of
the Group of Seven during the financial year 19877
88 issued a number of statements on the world
economy and on the need for intensified policy
coordination.

On September 26,1987 y prior to the Fund's Annual
Meetings in Washington, the ministers and governors
of the Group of Seven issued a statement in which
they welcomed the exchange rate stability that had
been achieved since the Louvre Accord, which had
benefited their countries* policies and performance.
Some important favorable results were beginning to
be seen, they noted, particularly the reduction in the
U.S. federal budget deficit, the rapid implementation
of the program of additional expenditures and in-
come tax cuts in Japan, the greater-than-planned
reductions in income taxes from January 1988 in the
Federal Republic of Germany, and the reductions
that had been achieved in real external imbalances,
although these still remained high. The ministers
and governors also noted that the large trade sur-
pluses of some newly industrializing economies con-
tinued to be "an important factor contributing to
external imbalances." They committed themselves to
take further appropriate action to achieve the agreed
goals of the Louvre agreement, and to "intensify
their efforts to liberalize markets, implement tax
reforms and pursue other structural changes ... to
foster a high rate of sustained noninflationary growth,
and to reduce external imbalances" while fighting
protectionism. They concluded by reaffirming their
intentions to carry forward their economic policy
coordination efforts under the strengthened surveil-
lance arrangements that had been outlined at the
Venice Summit.

The statement issued by the Group of Seven on
December 22, 1987 reaffirmed their conviction that
"the basic objectives and economic policy directions
agreed in the Louvre Accord remain valid and pro-
vide for a positive development of the world econ-
oiny." The ministers and governors emphasized their
view that "the major external imbalances in the world
economy must be corrected" and that the policies

2
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that were being implemented were showing the in-
tended effects. They observed that the "greater sta-
bility of exchange rates achieved for much of the
past year following the earlier substantial exchange
rate changes contributed to this adjustment." How-
ever, there was a need "to strengthen underlying
economic fundamentals and to continue policy co-
operation." They noted that "developments in stock
markets since mid-October may have some adverse
effect on prospects for the industrialized countries,"
but they believed that "with sound economic policies
and effective coordination, the rate of growth should
be substantial." They accordingly agreed to intensify
their economic policy coordination, to continue to
direct monetary policies toward providing the con-
ditions for achieving "strong economic growth in the
context of price stability as well as to foster financial
market stability," and to reject "protectionist meas-
ures as a means of dealing with present imbalances."
They expressed their belief that the reduction of
external trading imbalances required cooperative ac-
tion by other countries, particularly those with sur-
pluses, and agreed that "either excessive fluctuation
of exchange rates, a further decline of the dollar, or
a rise in the dollar to an extent that becomes desta-
bilizing to the adjustment process could be counter-
productive by damaging growth prospects in the
world economy."

Following their meeting in Washington prior to
the meeting of the Interim Committee, the Group of
Seven issued a statement on April 13, 1988 in which
they reported that, "as pan of their continuing efforts
to strengthen coordination, they agreed to develop,
for inclusion in the set of existing indicators, a
commodity price indicator as an additional analytical
instrument. In this context, they agreed to consider
ways of further improving the functioning of the
international monetary system and the coordination
process." In their statement, the ministers and gov-
ernors noted that "their renewed cooperation has
provided a basis for improvements in their economies
that will strengthen economic performance. They
reaffirmed the validity of the policy directions and

commitments" set forth in the statement of Decem-
ber 22, 1987 and reiterated "their common interest
in stable exchange rates among their currencies."
They also "reaffirmed their full support for the
current case-by-case debt strategy as the only viable
and realistic approach for overcoming international
debt problems" and "welcomed the progress being
made by some debtor countries in achieving in-
creased growth and reduced payments deficits through
the implementation of sound macroeconomic and
structural policies."

Toronto Economic Declaration. In the communique
issued on June 21, 1988, the heads of state or
government of the seven major industrial countries
affirmed the need for governments to "consider fully
the international dimensions of their deliberadons"
and singled out three areas for concerted attention:
"the overriding need to resist protectionism and
strengthen the open, multilateral trading system; to
maintain and strengthen an effective strategy to
address the challenge of development and alleviate
the burden of debt; and to deal with the serious
nature of the world agricultural problem." They
welcomed the progress made in refining the analyti-
cal use of indicators and the addition of a commodity
price indicator to existing indicators and agreed to
pursue structural reforms by removing barriers, in-
creasing competition, and removing disincentives to
work, save, and invest. Acknowledging that conces-
sional resource flows were necessary to help the
poorest developing countries resume sustained growth,
the heads of state or government welcomed proposals
for easing debt-service burdens. The proposals in-
cluded concessional interest rates, usually on shorter
maturities, longer repayment periods at commercial
rates, and partial write-off of debt«seifvice obligations
during the consolidation period. For the highly in-
debted, middle-income countries, the summit partic-
ipants noted that a market-oriented, growth-led strat-
egy based on a case-by-case approach remained the
only viable approach for overcoming their external
debt problems.

3
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standards these countries have experienced in al-
most every year since 1980. A sharp intensification
of inflationary pressures, reflecting in part the
effects of currency depreciations in combination
with relatively lax financial policies, was a partic-
ularly worrisome aspect of the situation in many
developing countries.

The debt situation continues to require a coop-
erative approach. Although, as indicated above,
debt-to-export ratios declined in 1987, for most
countries the debt burden remains significantly
higher than before the outbreak of the debt crisis
in 1982 and output growth has remained unsatis-
factory. Further progress in resolving the debt
problem and a return to higher growth rates in
the developing world will require better domestic
policies in the indebted countries, a continued
favorable external environment, and adequate ex-
ternal financing.

In implementing the debt strategy a distinction
should be made between small, low-income coun-
tries and the heavily indebted, middle-income
countries. The Fund's structural adjustment facil-
ity (SAF) and the newly created enhanced struc-
tural adjustment facility (ESAF) are specifically
designed to support adjustment and to help the
low-income countries improve their growth pros-
pects. Other official creditors—notably the World
Bank—also have an important role to play in
assisting these countries, particularly in cases where
action is being taken to enhance the efficiency of
resource allocation.

Solutions to the debt difficulties of the heavily
indebted, middle-income countries, which have
borrowed predominantly from private sources,
must take into account market realities. Since the
level of existing debt is often a constraint on these
countries' access to new financing, recent devel-
opments under the so-called menu approach are
important steps toward improved creditworthi-
ness. However, private financial flows will only
recover to the extent that countries demonstrate
an ability to service their debt on commercial terms
and implement policies that address the underly-
ing issues of economic flexibility and efficiency. In
turn, commercial banks and other private lenders
must continue to expand the menu of financing
options to ensure that sound adjustment programs
are supported with adequate financing. To pro-
mote growth-oriented adjustment policies, the Fund
has continued to adapt its facilities and instru-
ments. In particular, the compensatory and con-

tingency financing facility has been established to
help maintain the momentum of adjustment in
the face of adverse external shocks. Decisions have
also been taken to make the extended Fund facility
more effective in promoting comprehensive me-
dium-term macroeconomic adjustment and struc-
tural reforms and in catalyzing financing from
other sources.

The remainder of this chapter reviews recent
developments in the world economy in more de-
tail. This discussion serves as background for
Chapter 2, which presents the policies and activi-
ties of the Fund.

DOMESTIC POLICIES AND ACTIVITY

POLICY SETTING

Industrial Countries

The major industrial countries have made im-
portant strides since the inception of the economic
policy coordination process toward promoting sus-
tained growth with low inflation, reducing external
imbalances, and fostering greater stability of ex-
change rates. A significant achievement has been
the regular discussions in the Group of Seven of
policies and performance on the basis of economic
indicators. This has led to a number of changes in
the stance and mix of policies across countries that
have enhanced the conditions for noninflationary
growth over the medium term. A particularly
important achievement has been the strengthening
of the growth of domestic demand in the major
surplus countries, and a moderation of this growth
in the United States. This shift in the pattern of
demand has reinforced the effects of the substan-
tial realignment of exchange rates since 1985 on
real trade flows.

Nevertheless, the need for strong policy coor-
dination continues. Although external imbalances
have begun to diminish in real terms, they remain
large. In addition, financial market developments
suggest that investors may have remained skeptical
about the speed and extent of adjustment. Besides
the considerable volatility of stock prices toward
the end of 1987 and in early 1988, there was,
immediately following the stock market decline in
October 1987, some instability in foreign exchange
markets. Otherwise, exchange rates for the major
currencies were generally stable. Changes in mon-

4
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etary conditions have promoted the needed ad-
justments in relative rates of growth of domestic
spending while contributing to the maintenance
of low inflation in the major industrial countries.

The reduction of the federal fiscal deficit in the
United States by the equivalent of 2 percent of
GNP in fiscal year 1987 is one of the most impor-
tant policy achievements of the period under re-
view. On a national accounts and calendar year

basis, the reduction amounted to 1.4 percent of
GNP—see Table 1. Moreover, the deficit-reduction
package of December 1987 has helped to contain
the deficit in fiscal year 1988 and will also contrib-
ute to restraint in fiscal year 1989. Furthermore,
there is a firm commitment to deficit reduction in
future years, although there is some uncertainty
about the pace of budgetary consolidation.

Japan also adopted a major package in 1987

Table 1

Major Industrial Countries: Fiscal Balances and Impulses, 1983-87'
(In percent of GNP/GDP)

Central Government2 General Government3

1983 1984 1985 1986 1987 1983 1984 1985 1986 1987

Fiscal balance
(-1- surplus, - deficit)

Canada
United States
japan

France
Germany, Fed. Rep. of4

Italy
United Kingdom

Seven major countries above

Seven major countries except
the United States

Fiscal impulse
(-1- expansionary, - contractionary)

Canada
United States
Japan

France
Germany, Fed. Rep. of
Italy
United Kingdom

Seven major countries above

Seven major countries except
the United States

Memorandum

Germany, Fed. Rep. of
Fiscal balance, territorial

authorities

-6.2
-5.6
-5.6

-3.2
-1.9

-13.9
-2.8

-5.3

-5.1

0.7
1.7

-0.5

0.1
-0.2

0.1
0.3

0.7

-0.1

-6.7
-5.1
-4.7

-3.3
-1.6

-13.1
-3.1

-5.0

-4.9

1.6
0.7

-0.6

-0.1
0.3

-0.7
0.4

0.3

_

-6.6
-5.3
-3.9

-3.3
-1.3

-13.8
-2.4

-4.9

-4.5

0.5
0.3

-0.5

-0.2
-0.4

0.8
-0.3

0.1

-0.2

-4.8
-4.8
-3.6

-2.8
-1.2

-12.2
-2.2

-4.4

-4.0

-1.5
-0.5
-0.7

-0.5

-1.4
0.2

-0.5

-0.6

-4.3
-3.4
-3.3

-2.3
-1.4

-11.6
-1.2

-3.5

-3.6

-0.4
-1.4
-0.2

-0.6

-0.4
-0.2

-0.8

-0.3

-6.9
-3.8
-3.7

-3.2
-2.5

-10.6
-3.4

-4.1

-4.4

1.1
0.6

-0.2

-0.2
-0.4
-1.5

1.3

0.2

-0.1

-3.3

-6.4
-2.8
-2.1

-2.7
-1.9

-11.5
-3.9

-3.4

-3.9

1.5
0.6

-1.2

-0.8
0.5
0.8
0.5

0.2

-0.1

-2.6

-7.0
-3.3
-0.8

-2.9
-1.1

-12.5
-2.9

-3.4

-3.4

1.5
0.7

-0.9

-0.1
-0.8

1.1
-0.5

0.2

-0.3

-2.1

-5.5
-3.5
-1.1

-2.9
-1.2

-11.4
-2.7

-3.3

-3.2

-1.0
0.2

-0.2

0.2
-0.8

0.3

—

-0.2

-2.2

-4.6
-2.4
-0.4

-2.3
-1.7

-10.5
-1.4

-2.5

-2.5

-0.6
-1.0
-0.7

-0.6
0.1

-0.7
-0.3

-0.7

-0.5

-2.7

1 The fiscal impulse is a measure of the thrust of budgetary changes. In general, the impulse points to an expansionary thrust to the extent that, relative to
the previous year, revenues increase less rapidly than actual GNP/GDP and/or expenditures increase more rapidly than potential GNP/GDP. For a detailed
description of this indicator, see Peter S. Heller, Richard D. Haas, and Ahsan S. Mansur, A Review of the Fiscal Impulse Measure, Occasional Paper No. 44
(Washington: International Monetary Fund, May 1986). Composites for the country groups are weighted averages of the individual national ratios for each
year, with weights proportionate to the U.S. dollar value of the respective GNPs/GDPs in the preceding three years.

2 Data for Canada and the United Kingdom are on a national income accounts basis. Data for Japan cover the consolidated operations of the general
account, certain special accounts, social security transactions, and disbursements of the fiscal investment and loan program (FILP) except those to financial
institutions. Japanese data other than FILP transactions are based on national income accounts. Data for France and the Federal Republic of Germany are on
an administrative basis and do not include social security transactions. Data for Italy refer to the state sector and cover the transactions of the state budget as
well as those of several autonomous entities operating at the state level. They also include the deficit, but not the gross transactions, of social security
institutions, and part of that of local authorities.

3 Data are on a national income accounts basis.
4 In discussions of fiscal policy the German authorities normally refer to the financial position of the territorial authorities, which include federal, state, and

local authorities but exclude social security (the latter being included in the definition of general government); see memorandum item.
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aimed at stimulating domestic demand in line with
the commitments under the Louvre Accord. In
the Federal Republic of Germany, the fiscal deficit
rose somewhat in 1987, mainly because of revenue
losses associated with tax reductions, deceleration
in the growth of nominal income, and changes in
remitted accounting profits of the Bundesbank.
Efforts to contain budget deficits continued in
Canada, France, and Italy, whereas the process of
budget consolidation and rapid growth of tax
revenue due to the buoyancy of activity in the
United Kingdom resulted in a surplus on the
overall budget balance and, hence, a negative
Public Sector Borrowing Requirement, including
proceeds from the privatization of publicly owned
enterprises. Some of the smaller industrial coun-
tries, including Australia, Belgium, New Zealand,
Spain, and Sweden also improved their budget
positions significantly during 1987. However, in
several other countries budget positions worsened
because of weak activity (Denmark), lower reve-
nues from oil and gas exports (the Netherlands
and Norway), or expansionary policy shifts (Aus-
tria and Finland).

The increased emphasis on fiscal policy meas-
ures has been complemented by supportive mon-
etary policies within the framework of the policy
coordination process. In the United States, interest
rates were allowed to rise somewhat in mid-1987,
reflecting fears of an acceleration in inflation and
exchange rate considerations (Chart 1). Short-term
interest rates tended to increase also in Japan and
the Federal Republic of Germany, but interest rate
differentials, nevertheless, widened significantly in
favor of dollar-denominated assets. Although the
behavior of money supply has remained difficult
to interpret in many countries, developments in
monetary aggregates also seem to confirm that
monetary conditions in the United States tightened
relative to those in other countries (Table 2). In
the days following the stock market crisis in Oc-
tober 1987, the monetary authorities acted quickly
and in concert to ensure adequate liquidity, but
subsequently reabsorbed most of this liquidity as
the crisis abated. In their December 22 statement,
the Group of Seven agreed that monetary policies
should continue to be directed toward providing
adequate monetary conditions to achieve strong
economic growth in the context of price stability,
as well as to foster financial market stability. Dur-
ing the first quarter of 1988 both long-term and

Table 2

Major Industrial Countries: Monetary Aggregates
and Nominal GNP, 1985-871

(Annual changes, in percent)

Fourth Quarter2

Narrow money (M1)3

Canada
United States
Japan

France
Germany, Fed. Rep. of
Italy
United Kingdom

Seven major countries
above

Broad money4

Canada
United States
Japan

France
Germany, Fed. Rep. of
Italy
United Kingdom

Seven major countries
above

Nominal GNP

Canada
United States
Japan

France
Germany, Fed. Rep. of
Italy
United Kingdom

Seven major countries
above

1985

4.1
9.0
5.0

9.0
4.3

13.7
18.6

8.6

9.4
8.9
8.4

7.7
4.9

13.9
13.9

9.0

7.7
6.4
6.4

7.6
4.3

12.1
9.7

6.9

1986

4.8
13.6
6.9

7.8
8.5

10.1
24.4

11.7

8.7
8.4
8.7

6.4
5.9
9.0

19.1

8.8

5.8
5.6
4.4

7.2
5.6

10.6
7.0

5.9

1987

12.9
11.6
10.5

4.6
9.0
9.3

23.4

11.3

10.0
6.5

10.4

3.1
7.1
9.5

20.7

8.2

8.5
6.8
4.1

5.0
3.8
8.9
9.2

6.2

1986

5.4
15.6
10.4

6.0
7.6

10.7
21.8

13.0

9.0
9.4
9.2

4.1
6.8
9.4

19.4

9.3

4.3
4.8
3.3

6.3
5.6

10.7
7.0

5.1

1987

10.3
6.3
4.8

4.3
7.6
7.4

22.8

7.2

7.3
4.0

10.8

4.3
6.0
8.3

22.8

7.0

10.7
8.3
5.3

4.9
3.9
8.4
9.9

7.3

1 Composites for the country groups are averages of percentage changes
for individual countries weighted by the average U.S. dollar value of their
respective GNPs over the preceding three years.

2 Percent change over four quarters earlier.
3 M1 is generally currency in circulation plus private demand deposits.

In addition, Canada excludes private sector float; the United States includes
traveler's checks of nonbanks and other checkable deposits and excludes
private sector float and demand deposits of banks; the Federal Republic of
Germany includes demand deposits at fixed interest rates; and Japan includes
government demand deposits and excludes float.

4 M1 plus quasi-money—generally M2 except for the United Kingdom,
Japan, and the Federal Republic of Germany, for which the data are based
on sterling M3, M2 + certificates of deposit (CDs), and M3, respectively.
Quasi-money is essentially private term deposits and other notice deposits.
The United States also includes money market mutual fund balances, money
market deposit accounts, overnight repurchase agreements, and overnight
Eurodollars issued to U.S. residents by foreign branches of U.S. banks.
France also includes government savings bonds. Sterling M3 is M1 plus
private sterling time deposits. For Japan, M2 + CDs is currency in circulation
plus total private and public sector deposits and installments of Sogo banks
plus certificates of deposit. For the Federal Republic of Germany, M3 is
M1 plus private time deposits with maturities of less than four years plus
savings deposits at statutory notice.
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Chart 1

Major Industrial Countries: Interest Rates, 1980-First Quarter 1988
(In percent)

1 Quarterly averages of daily rates on money market instruments of about 90 days' maturity.
2 Quarterly averages of daily or weekly yields on government bonds, with maturities ranging from 7 years for Japan to 20 years for the United

Kingdom.
3 Canada, France, Italy, and the United Kingdom.
4 The real interest rate is the average of those calculated as the nominal rate deflated, first, by a three-quarter (current plus following two

quarters) moving average of the private final domestic demand deflator and, second, by the similarly defined GNP deflator.
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short-term interest rates in the United States re-
mained somewhat below the level that prevailed
prior to the stock market decline. However, as
interest rates also fell in European countries, a
significant short-term interest rate differential was
maintained between dollar assets and assets de-
nominated in the major European currencies;
against yen-denominated assets, the interest rate
differential narrowed significantly after October
1987 (Chart 11). In much of 1987 financial mar-
kets were characterized by a steepening of yield
curves as investors became more reluctant to com-
mit themselves to longer-term investments.

Structural reforms have also played a key role
in economic policies. Major advances have been
achieved in many countries in reforming tax sys-
tems by lowering marginal tax rates and broad-
ening tax bases. Many countries have also de-
regulated financial and goods markets. Moreover,
privatization of publicly owned corporations has
been undertaken with a view to enhancing com-
petition and efficiency, while contributing to bud-
getary consolidation efforts. Although steps have
also been taken to reduce rigidities in labor mar-
kets, relatively high real wage increases in some
European countries in 1987 suggest that further
progress is needed if unemployment is to be re-
duced. Several countries have taken steps to re-
form agricultural support policies, not only to
reduce fiscal burdens and improve resource allo-
cation, but also to correct the distortions of inter-
national markets caused by such policies. All of
these policies have contributed to domestic goals
such as the more efficient utilization of resources,
better price performance, reduced unemploy-
ment, and improved responsiveness to unexpected
developments. More recently, attention has turned
to ways in which structural policies may more
directly aid the adjustment of external imbalances.
For example, the Uruguay Round of multilateral
trade negotiations seeks to liberalize trade in both
traditional and new areas, such as farm products
and services. Japan, in particular, has undertaken
several reform measures and is considering others
to promote economic restructuring and to stimu-
late domestic demand.1

1 The scope for structural reforms in Japan was outlined in the
Mayekawa Report (named after the chairman of the Prime Minister's
commission on structural adjustment), which was issued in April
1986. A follow-up report, which reviewed implementation and
suggested further actions, was issued in May 1987.

Developing Countries
Faced with weak export prices, large debt-serv-

ice obligations, and the virtual drying up of foreign
financing from private sources, most developing
countries in recent years have concentrated on
consolidating external positions. In response to
these efforts, and reflecting some improvement in
the external environment, developing countries as
a group in 1987 recorded their first current ac-
count surplus since 1980.

In many of the fuel exporting countries, the
internal and external imbalances that had emerged
in the wake of the sharp decline in oil prices
during 1986 continued to pose a major adjustment
challenge. Since revenues from oil production and
exports account for a large share of these coun-
tries' total budgetary revenue, fiscal positions had
deteriorated sharply in 1986, despite immediate
cuts in public expenditure. To correct these im-
balances, expenditure controls continued to be
reinforced and efforts were made to increase non-
oil revenue. As a consequence, and aided by a
partial recovery in oil prices, fiscal deficits in most
of the fuel exporting countries narrowed markedly
in 1987.

Most primary product exporting countries in
sub-Saharan Africa also intensified their adjust-
ment efforts in 1987. The terms of trade of these
countries have deteriorated almost continuously
for nearly two decades. This trend continued in
1987 despite a recovery in the prices of some
commodities. Together with relatively weak growth
in the volume of exports, the purchasing power
of these countries' exports eroded further and was
9 percent lower in 1987 than in 1980. In response
to these developments, and in view of the limited
availability of external financing and a relatively
low level of foreign reserves, both fiscal and mon-
etary policies were tightened. Moreover, in order
to increase economic efficiency and enhance their
potential for growth, many countries in sub-
Saharan Africa began or continued to implement
structural reforms designed to strengthen the role
of market forces in resource allocation.

External developments were more favorable for
the developing countries of the Western Hemi-
sphere, improving the conditions for a resumption
of higher growth in the period ahead. Because a
relatively large share of external debt carries float-
ing interest rates, the countries in this region have
benefited more than others from the easing of
interest rates in the industrial countries since 1982.
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In addition, both export prices and export vol-
umes recovered in 1987, permitting some reduc-
tion in debt-to-export ratios and an easing of
external constraints on economic growth. How-
ever, as illustrated by the high inflation rates that
characterize many countries in this region, diffi-
culties in the implementation of policies have re-
mained a major obstacle to the restoration of
higher growth and improved creditworthiness. In
recent years, in order to come to grips with infla-
tion, a number of these countries (such as Argen-
tina and Brazil) have adopted comprehensive sta-
bilization programs that combine traditional fiscal
and monetary policy measures with more "heter-
odox" approaches, including wage and price con-
trols, deindexation, and exchange rate pegging.
While the experience with these programs has so
far been mixed, it is evident that their success
depends crucially on the stance of fiscal and mon-
etary policy. Where fiscal and monetary conditions
have remained too expansionary to be compatible
with lower inflation, inflation expectations have
persisted, and wage and price controls have
achieved, at best, only a temporary reduction in
the rate of inflation. When price controls have
been lifted, inflation has accelerated sharply, ac-
commodated by an acceleration of monetary growth.

The Asian exporters of manufactures have ben-
efited from a relatively favorable external environ-
ment in recent years. Some of the newly industrial-
izing economies have even experienced large trade
surpluses, significant reserve accumulation, and an
opportunity to reduce external indebtedness. In
these economies, economic policies have shifted in
an expansionary direction in an effort to contain
the surpluses. In contrast, in most Asian countries
other than the exporters of manufactures, a cau-
tious policy stance continued to be pursued in
1987, playing a key role in their satisfactory overall
economic performance. Many of these countries
reduced their fiscal deficits at the same time as
they made progress in containing monetary ex-
pansion and implementing structural reforms. In
India, despite the large-scale emergency outlays
needed for drought relief, the fiscal balance im-
proved, while monetary policy helped to contain
the inflationary impact of supply shortages. Struc-
tural reform measures continued to be imple-
mented in China, stimulating continued rapid
growth of output. However, the buoyancy of the
economy has been accompanied by an intensifica-
tion of inflationary pressures.

DOMESTIC ACTIVITY

Industrial Countries

Following a slowdown in 1986, output growth
in the industrial countries as a group strengthened
significantly in 1987. This marked the fifth year
of the recovery that began in 1983 (Table 3). The
strength of activity was particularly striking on a
fourth-quarter-to-fourth-quarter basis. On that ba-
sis, real GNP rose by 4 percent, compared with
2.3 percent during 1986; year-on-year, growth
strengthened from 2.7 percent in 1986 to 3.3
percent in 1987. The growth performance was
somewhat better than had been expected at the
beginning of the year as the positive effects of the
large terms of trade and exchange rate changes in
1985—86 gradually outweighed their mainly neg-
ative short-run impact. This lag pattern can be
attributed to asymmetric responses of losers and
gainers from the large changes in competitiveness
and relative prices, with the former adjusting con-
siderably faster than the latter.

An additional positive element that may have
influenced demand was the strength of stock mar-
kets during the current business cycle and espe-
cially during most of 1987, which added substan-
tially to household wealth. Since the beginning of
the recovery, the rise in wealth stemming from
declining interest rates and substantial capital gains
on both financial and real assets appears to have
stimulated the relatively rapid growth of consump-
tion. As a result, ratios of household saving to
income have fallen substantially, a trend that has
continued in many countries in 1987. While the
impetus from valuation gains may have been ar-
rested or even reversed in some countries follow-
ing the stock market decline in October, other
components of demand, particularly business in-
vestment and exports, have continued to sustain
growth. Furthermore, the acceleration of growth
can also be attributed to policy action, particularly
the fiscal package adopted in Japan in May 1987.

The strength of activity in the industrial coun-
tries as a whole masks a major shift in the pattern
of demand growth among countries. Together
with the substantial changes in real exchange rates
that have taken place since 1985, this shift contrib-
uted importantly to the reversal of the previous
trend toward widening external imbalances among
the three largest economies. In the United States,
the growth of domestic demand fell to 3 percent
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Table 3

Industrial Countries: Changes in Output and Prices, 1970-871

(Annual changes, in percent)

Average
1970-792 1980 1981 1982 1983 1984 1985 1986

Fourth Quarter3

1987 1986 1987

Real GNP

Canada
United States
Japan

France4

Germany, Fed. Rep. of
Italy5

United Kingdom5

Other industrial countries

All industrial countries
Of which,

Seven major countries above
European countries

GNP deflator

4.7
2.8
5.2

4.0
3.1
3.3
2.3

3.2

3.3

3.3
3.2

1.5
-0.22

4.3

1.6
1.5
3.9

-2.55

2.6

1.4

7.2
7.6

3.7
1.9
3.7

1.2
—

1.1
-1.11

0.4

1.5

7.7
0.2

-3.22
-2.55

3.1

2.5
-1.0

0.2
1.5

0.5

-0.3

-0.4
0.7

3.2
3.6
3.2

0.7
1.9
1.1
3.2

2.3

2.8

2.9
7.9

6.3
6.8
5.0

1.4
3.3
3.2
2.6

3.6

5.0

5.2
2.7

4.6
3.4
4.8

1.6
2.0
2.9
3.7

3.0

3.3

3.4
2.6

3.2
2.8
2.5

2.1
2.5
2.9
3.2

2.2

2.7

2.7
2.5

4.0
3.4
4.2

2.2
1.7
3.1
4.6

2.8

3.3

3.4
2.7

1.2
2.0
2.0

1.9
2.4
3.0
4.5

2.2

2.2

2.2
2.7

6.1
5.0
5.5

2.8
2.3
2.8
4.6

2.9

4.4

4.6
2.9

Canada
United States
Japan

France4

Germany, Fed. Rep. of
Italy5

United Kingdom5

Other industrial countries

All industrial countries
Of which,

Seven major countries above
European countries

7.7
7.0
8.0

8.9
5.6

13.4
12.7

9.5

8.1

7.9
9.3

10.6
9.1
3.8

13.2
4.8

20.7
19.8

8.4

9.3

9.5
7 7 . 4

10.8
9.6
3.2

11.4
4.0

18.5
11.5

9.1

8.8

8.7
9.7

8.7
6.4
2.0

11.8
4.4

16.2
7.6

9.7

7.2

6.8
9.2

5.0
3.8
0.7

9.7
3.2

15.0
5.3

7.0

5.0

4.7
7.4

3.1
3.7
1.2

7.4
2.0

11.3
4.3

6.3

4.2

3.9
5.9

2.9
3.0
1.6

5.9
2.2
8.9
5.9

5.5

3.7

3.4
5.3

2.5
2.7
1.8

5.1
3.0
7.5
3.6

5.6

3.4

3.7
4.7

4.3
3.3

-0.22

2.8
2.1
5.6
4.4

4.3

2.9

2.7
3.5

3.0
2.8
1.3

4.0
3.0
7.5
2.3

5.4

3.2

2.9
4.3

4.4
3.1

-0.2

2.5
1.6
5.5
5.0

3.9

2.7

2.6
3.2

1 Composites for the country groups are averages of percentage changes for individual countries weighted by the average U.S. dollar value of their respective
GNPs over the preceding three years.

2 Compound annual rates of change.
3 From fourth quarter of preceding year.
4 GDP at market prices.
5 Average of expenditure, income, and output estimates of GDP at market prices.

in 1987, the lowest rate of increase since 1982.
The marked tightening of fiscal policy led to a
moderation of the growth of both private and
public consumption. In addition, the stock market
decline late in 1987 contributed to a retrenchment
of consumer spending in the fourth quarter. How-
ever, as exports recovered sharply and import
growth slowed, the growth of real GNP was sus-
tained at a rate of about 3 percent, similar to that
of 1985 and 1986, and sufficiently strong to permit
a further reduction in unemployment. The im-
provement in real net exports of the United States
was the first since 1980.

In most other industrial countries, domestic de-
mand continued to expand at a faster rate than

output. This reflected the counterpart to the im-
provement in real net exports of the United States
and, more important, the sharp turnaround of the
external position of the developing countries. In
several countries—notably Japan, the United
Kingdom, Italy, and Canada—the buoyancy of
domestic demand more than outweighed the with-
drawal of stimulus from the foreign sector, so that
output growth either accelerated significantly or
was maintained at a relatively high rate. However,
in France and the Federal Republic of Germany,
even though domestic demand growth remained
considerably stronger than in the 1983-85 period,
the deterioration in the real foreign balance was
so pronounced that output growth remained com-
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paratively weak, or decelerated. Among the smaller
industrial countries, output grew by 5.2 percent
in Spain and the Australian economy recovered
markedly from the slowdown in 1986. However,
in several other countries activity weakened be-
cause of losses in competitiveness or tight financial
policies related to balance of payments constraints
or inflation concerns.

For the industrial countries as a whole, the
relatively high growth rate of output was associ-
ated with increases in employment in 1987 well in
excess of the increase in the size of the labor force.
As in previous years, the impact of the rise in
output on labor market conditions was unevenly
distributed among countries (Chart 2). In North
America, demand for labor remained strong, partly
reflecting the continuation of moderate wage in-
creases. Hence, both Canada and the United States
experienced a further marked reduction in un-
employment; in the United States, the unemploy-
ment rate fell to 5.4 percent in the second quarter
of 1988, about 5 percentage points below the level
recorded at the trough of the 1982 recession. In
response to the strong acceleration in growth,
Japan also experienced a reversal of the rise in
labor market slack that occurred in 1986. In Eu-

Chart 2

Major Industrial Countries:
Unemployment, 1968-First Quarter 1988

(In percent of labor force)1

1 National unemployment rates weighted by labor force in
the respective countries.

2 France, the Federal Republic of Germany, Italy, and the
United Kingdom.

rope, the most encouraging development was a
marked reduction in unemployment in the United
Kingdom; by mid-1988 the unemployment rate
stood at 81/2 percent, 3 percentage points below
the level of two years earlier. In most other Eu-
ropean countries unemployment rates have con-
tinued to creep upward or have remained at rel-
atively high levels.

Developing Countries

While growth in the developing countries as a
group in 1987 was similar to the rate of growth in
the industrial countries, output performance de-
teriorated somewhat relative to 1986 and was weaker
than had been expected at the beginning of the
year. It is also important to note that, because of
high population growth and low income levels, a
growth rate of 31/2 percent, which may be consid-
ered fairly high in industrial countries, is relatively
low in the developing world (Table 4). Overall,
living standards improved only marginally, and in
most regions remained well below the levels that
prevailed at the beginning of the decade (Chart
3). The gains experienced by the Middle Eastern
countries in the wake of the 1979—80 oil price
increase have now been completely reversed. The
situation in Africa, where average living standards
have fallen by over 20 percent since 1981, is
particularly critical.

A variety of transitory factors contributed to the
slowdown of growth in the developing world in
1987, even though some more deeply entrenched
impediments to faster growth were also apparent
in several regions. Economic activity stagnated in
the fuel exporting countries, as efforts to adjust to
the sharp decline in oil prices in the previous year
continued. Although oil prices recovered partially
in dollar terms in 1987, import prices rose signif-
icantly, so that in 1987 the terms of trade of these
countries were still almost 40 percent lower than
three years earlier. In the Middle East, the con-
tractionary impulses stemming from tight fiscal
and monetary policies in the fuel exporting coun-
tries spilled over to other countries in the region;
as a result, real GDP of the region taken together
declined by Vz of 1 percent in 1987.

Aggregate output in Asia grew by 6.8 percent—
similar to the rate achieved in 1986—despite a
drought-related slowdown in India, where GDP
growth fell from 4Vz percent in 1986 to 2 percent
in 1987. The strong growth of Asian economies
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Table 4

Developing Countries: Growth of Real GDP, 1970-871

(In percent)

Developing countries

Memorandum
Per capita growth
Median growth rates

By region

Africa
Sub-Saharan Africa4

Asia
Europe
Middle East
Western Hemisphere

By predominant export

Fuel exporters
Non-fuel exporters

Primary product
exporters

Exporters of manufactures
Service and remittance

countries

Memorandum
Fifteen heavily indebted

countries
Countries with recent debt-

servicing problems

Weights2

100

12

32
11
18
27

31
69

33
30

6

32

44

1970-793

5.7

3.1
5.1

4.4
3.0
5.4
5.6
7.3
5.7

7.1
5.1

5.0
5.5

4.6

5.9

5.3

1980

3.4

0.7
3.7

3.6
2.6
5.5
0.1

-2.5
6.0

0.9
4.3

5.3
3.4

4.6

5.4

4.2

1981

1.8

-0.5
3.0

2.0
2.9
5.8
—

-2.1
0.2

0.9
2.2

0.3
3.9

2.0

0.1

0.1

1982

1.7

-0.9
1.7

1.2
1.7
5.2
1.1
0.2

-1.1

0.1
2.4

—
4.5

3.3

-0.5

-0.3

1983

1.9

-0.4
1.5

-1.3
-0.6

7.6
1.9
0.9

-2.4

-1.0
3.3

-0.3
7.0

2.1

-2.7

-1.6

1984

4.0

1.9
2.9

0.8
1.2
7.8
4.3

-0.2
3.5

0.6
5.7

3.7
7.9

3.1

2.3

2.8

1985

3.5

1.5
3.1

3.7
3.0
6.3
2.4

-1.1
3.5

1.2
4.7

2.9
6.4

4.4

3.9

3.2

1986

4.2

2.0
3.4

2.1
3.6
6.4
4.1
2.2
3.9

1.0
5.7

5.1
6.7

3.8

3.8

3.5

1987

3.4

1.3
2.7

2.3
2.3
6.8
2.5

-0.5
2.5

0.6
4.6

3.2
6.3

2.4

2.4

2.2

1 Except where otherwise indicated, arithmetic averages of country growth rates weighted by the average dollar value of GDPs over the preceding three
years.

2 Weights are calculated on the basis of the average dollar values of GDPs for 1982-84.
3 Compound annual rates of change. Excluding China.
4 Excluding Nigeria and South Africa.

reflected to a large extent the performance of the
exporters of manufactures—China, Hong Kong,
Korea, Singapore, and Taiwan Province of China.
Fueled by a rapid growth of domestic demand and
continued buoyancy of exports stemming from a
combination of strong competitiveness and a rise
in productivity, growth rates of real GDP in these
economies ranged from 8 percent in Singapore to
12 percent in Korea.

In the Western Hemisphere, aggregate real GDP
growth slowed by ll/2 percentage points in 1987,
mainly because of a marked deceleration of growth
in Brazil owing to a decline in investment spending
and an erosion of real wages as a result of a sharp
upturn in inflation. Economic activity also slowed
down in Argentina but in most other countries in
the region output growth was reasonably well
maintained or accelerated. Among the fuel ex-
porting countries in the region, economic activity

revived in Mexico after a sharp contraction in
1986, largely because of the strong growth of non-
oil exports.

Growth also slowed markedly among those Eu-
ropean countries that are classified as developing.
Although exports grew strongly in a few countries
such as Portugal, the Eastern European countries
were less able to benefit from the improved exter-
nal conditions. Moreover, in several of these coun-
tries adjustment efforts were intensified in order
to contain external deficits and curb inflation.

Activity also remained weak in most of Africa.
Real GDP in the region grew by slightly over 2
percent in 1987, the same rate as in 1986. Among
the sub-Saharan countries, the rate of output growth
slowed to 2.3 percent in 1987, from 3.6 percent
in 1986, as a result of a further deterioration in
terms of trade and weak export growth. Output
contracted further in the majority of the fuel
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Chart 3

Developing Countries: Real Absorption1

per Capita, by Region, 1980-87
(Indices, 1980 = 100)

1 Real absorption is used as a measure of living standards and
is defined as real total domestic demand.

Chart 4

Developing Countries: Gross Capital
Formation, by Region, 1980-87

(In percent of nominal GDP)

exporting countries in the region, with the notable
exception of Tunisia where increases in non-oil
exports appear to have contributed to a strong
recovery of growth.

A decline in the share of national income de-
voted to capital formation, often in combination
with low rates of productivity growth, has been a
common characteristic of many developing coun-
tries with an unsatisfactory output performance.
Although in some cases the investment ratio may
have been unsustainably high in earlier years, the
depth of this decline is a cause for serious concern.
As a result of external financing constraints and
serious difficulties in mobilizing domestic funds,
partly because of capital flight, the share of in-
vestment in aggregate expenditure declined sharply
in the early 1980s in all regions, with the exception
of the Middle East (Chart 4). This decline was
especially pronounced in Africa and in the West-
ern Hemisphere; in these regions there has been
relatively little recovery in recent years and invest-
ment ratios have remained some 25-35 percent
below their levels at the beginning of the decade.

INFLATION

Industrial Countries

After having decelerated to only about 1 percent
(on a 12-month basis) at the end of 1986, the rate
of increase of consumer prices in the major indus-
trial countries picked up again during 1987, and
reached some 3 percent in early 1988 (Chart 5).
Given that the marked reduction in inflation in
recent years has been one of the major accomplish-
ments of the economic strategy pursued since the
beginning of the 1980s, there has been concern
that the firming of prices in the course of 1987
might signal the return of higher inflation. How-
ever, both the exceptionally low inflation rate in
1986 and the reversal in 1987 can be largely
attributed to the impact of the sharp drop in oil
and other commodity prices in 1985—86 and to
the subsequent partial recovery of these prices in
1987.

Indicators of domestically generated inflation,
such as GNP deflators, suggest that the underlying
rate of inflation in the industrial countries contin-
ued to moderate in 1987, falling below 3 percent
for the first time since 1963 (Table 3). Moreover,
hourly earnings in manufacturing rose by only 3
percent in 1987, 1 percentage point less than in
1986, while unit labor costs in manufacturing fell
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Chart 5

Major Industrial Countries:
Commodity Price Changes and Aggregate

Inflation Trends, 1970-April 1988
(In percent per annum)1

1 Three-month centered moving averages of 12-month infla-
tion rates. Consumer prices are measured in local currencies
and are averaged using GNP weights. The commodity price
index is a global export-weighted basket of 40 commodities that
includes oil and gold using the same average exchange rate as
the one used for the composite inflation index.

by 1A of 1 percent (compared with an increase of
1.5 percent in 1986) under the influence of strong
productivity growth.

Despite the relatively favorable overall picture,
the convergence of inflation rates among the major
industrial countries that had been experienced
since 1980 appeared to have come to a halt in
1987, and was even reversed in some cases. The
risk of renewed inflation in the United States
seems to have increased since 1986, given, inter
alia, the higher rate of capacity utilization and
rising import prices. However, while consumer
price inflation picked up during 1987, reaching
4.5 percent at the end of the year (Chart 6),
developments in other inflation indicators such as
the GNP deflator, hourly earnings, and monetary
growth have remained quite favorable.

Inflation has also remained a matter of concern
in several other countries, partly reflecting rela-
tively rapid output growth. In the case of Canada,

for example, the rate of inflation accelerated in
1987. In Italy and the United Kingdom, price and
wage increases, although much lower than in the
early 1980s, have remained somewhat higher than
in their trade partner countries. In Japan and the
Federal Republic of Germany prices remained
essentially stable in 1987, partly under the influ-
ence of significant reductions in import prices in
the wake of the marked appreciation of these
countries' currencies since 1985, while in France
inflation continued to fall to a level close to the
average of industrial countries as a group. Several
of the smaller industrial countries, including Aus-
tria, Belgium, the Netherlands, and Switzerland,
also have reduced inflation to very low levels, again
partly as a result of import price declines.

Chart 6

Major Industrial Countries:
Consumer Price Inflation,

1980-April 1988
(In percent)1

1 Average of consumer price index for the three months ended
in month indicated over corresponding three months a year
earlier.
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Developing Countries

The developing countries have generally been
much less successful than the industrial countries
in containing inflationary pressures. In these coun-
tries, the weighted average inflation rate reached
almost 40 percent in 1987, compared with about
30 percent in 1986 (Table 5). To a large extent,
this increase reflected a reacceleration of inflation
in several high-inflation countries that had re-
corded significant, albeit transitory, stabilization
gains in 1986. However, inflation accelerated also
in a large number of countries where prices had
risen more moderately in the past.

The acceleration of inflation was particularly
pronounced in the Western Hemisphere. In some
of the larger high-inflation countries in that re-
gion, setbacks occurred in the implementation of
stabilization programs, mainly because of slippages
in fiscal and monetary policies. There was also a
rise in inflation in the fuel exporting countries in
the region, in part because of difficulties in con-
taining the spillover effects to domestic prices and
costs of import and export price increases in the
wake of currency depreciations. The same mech-
anism caused inflation rates to rise in other re-
gions, as monetary policy tended to accommodate

price impulses from exchange rate adjustments.
Nevertheless, in a number of African countries,
firm financial policies together with more abun-
dant food supplies owing to improved weather
helped to contain inflationary pressures somewhat.
At less than 9 percent, the average level of inflation
in Asia remained markedly lower than in other
regions. But in several individual Asian countries
inflation rose because of strong demand and high
rates of capacity utilization.

INTERNATIONAL TRADE AND PAYMENTS

GLOBAL PERSPECTIVES

World Trade

The volume of world trade expanded by about
5% percent in 1987, a somewhat faster rate than
in 1986 (Table 6). Key commodity prices recovered
or stabilized in real terms, so that the terms of
trade of the major country groups changed only
slightly following the large shifts of 1986. Overall,
world trade developments were quite favorable for
most countries, allowing continuing improvements
in external positions, reductions in debt-to-export
ratios, and, in some cases, marked increases in

Table 5
Developing Countries: Changes in Consumer Prices, 1970-87

(In percent)

Developing countries2

By region

Africa
Sub-Saharan Africa3

Asia
Europe
Middle East
Western Hemisphere

Medians

Developing countries

By region

Africa
Sub-Saharan Africa3

Asia
Europe
Middle East
Western Hemisphere

Average
1970-791

18.1

12.7
15.6
9.5

12.3
11.6
34.8

10.0

10.0
10.3
7.8
8.5

10.6
11.6

From Preceding Year

1980

27.3

16.2
24.8
13.1
31.8
16.8
58.3

14.6

12.5
13.3
13.9
15.8
10.5
19.2

1981

25.9

21.2
30.3
10.5
23.6
15.2
60.7

13.1

13.1
12.7
12.5
20.0

8.8
14.7

1982

25.4

13.1
18.8
6.4

33.1
12.7
66.8

10.6

12.9
13.1
7.6

21.0
9.1
9.0

1983

33.0

18.9
29.1

6.6
22.8
12.2

108.6

9.9

10.9
11.2
8.7

20.2
5.2

13.1

1984

38.6

20.4
22.3

7.3
25.4
14.8

131.8

10.4

11.5
11.4

7.0
15.0
6.4

12.0

1985

38.9

13.2
19.1

7.1
25.4
12.2

143.5

8.7

10.5
10.5
4.8

15.1
4.7

15.0

1986

29.8

15.3
23.6

7.8
24.8
11.4
88.3

7.8

9.1
9.4
5.5

11.7
10.0
11.5

1987

40.0

15.8
25.7

8.8
30.3
14.7

131.2

8.1

8.1
8.1
5.5
9.4
9.0

14.6

1 Compound annual rates of change. Excluding China.
2 Geometric averages of country consumer price indices weighted by the average dollar value of CDPs over the preceding three years.
3 Excluding Nigeria and South Africa.
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imports (Chart 7). A particularly welcome devel-
opment was the progress that was made in reduc-
ing the underlying trade imbalances among the
major industrial countries.

The relatively rapid growth of trade, however,
masks some important shifts in the pattern of
trade, reflecting both the impact of recent policy
changes and large exchange rate adjustments. On

Table 6

Summary of World Trade Volumes and Prices, 1970-87
(In percent)

Average
1970-791 1980 1981 1982 1983 1984 1985 1986 1987

World trade2

Volume
Unit value

(in U.S. dollar terms)
(in SDR terms)

Volume of trade

Exports
Industrial countries
Developing countries

Fuel exporters
Non-fuel exporters

Imports
Industrial countries
Developing countries

Fuel exporters
Non-fuel exporters

Unit value of trade
(in SDR terms)3

Exports
Industrial countries
Developing countries

Fuel exporters
Non-fuel exporters

Imports
Industrial countries
Developing countries

Fuel exporters
Non-fuel exporters

Terms of trade

Industrial countries
Developing countries

Fuel exporters
Non-fuel exporters

Memorandum

World trade prices (in U.S. dollar
terms) for major commodity
groups3

Manufactures
Oil
Non-oil primary commodities

6.5

12.4
9.5

6.6
4.9
2.6
7.1

6.5
8.4

13.7
6.8

8.5
14.3
23.5

7.9

9.4
9.0
8.4
9.2

-0.8
4.8

13.9
-1.2

10.6
29.1
11.3

1.4

19.8
19.0

4.2
-3.9

-13.2
8.8

-1.5
8.0

13.5
5.9

11.9
36.2
62.0
12.0

20.7
16.4
12.1
18.2

-7.3
17.0
44.4
-5.3

10.4
63.5

5.5

1.2

-1.6
8.6

3.8
-5.6

-14.9
6.2

-1.7
8.5

19.1
4.0

5.5
15.0
22.9

6.4

7.3
10.8
10.4
11.0

-1.7
3.8

11.4
-4.2

-3.9
9.9

-13.5

-1.8

-4.6
1.9

-2.1
-7.1

-16.6
2.9

-0.6
-2.5
-1.4
-3.0

2.7
1.5
3.7

-0.7

0.8
1.5
3.1
0.8

1.9
—

0.6
-1.5

-2.1
-4.3
-9.9

3.0

-4.8
-1.7

3.0
3.2

-3.7
8.6

4.7
-2.3

-10.4
1.9

-0.8
-4.6
-8.6
-1.2

-2.2
-1.1

—
-1.7

1.5
-3.5
-8.6

0.6

-2.8
-11.9

6.9

8.9

-2.6
1.6

9.9
7.5
0.8

12.2

12.5
3.3

-6.1
7.6

1.2
3.2
2.6
3.7

0.9
1.3
1.9
1.1

0.2
1.9
0.7
2.6

-3.0
-2.1

4.2

3.0

-2.0
-1.1

4.7
1.1

-5.7
5.4

4.7
-0.3

-10.9
4.0

-0.3
-4.3
-3.6
-4.7

-1.0
-2.2
-1.1
-2.7

0.6
-2.1
-2.5
-2.1

1.1
-5.0

-12.9

4.8

4.5
-9.5

2.7
10.9
13.8
9.9

8.8
-3.9

-21.9
3.0

-1.8
-27.3
-49.9
-14.5

-10.1
-9.7
-2.4

-12.3

9.1
-19.4
-48.7
-2.6

17.9
-50.2
-1.2

5.7

10.1
-0.1

5.0
8.6

-0.5
12.1

6.7
4.4

-11.1
8.9

0.7
1.1

11.0
-2.2

0.1
-1.9
-1.2
-2.1

0.6
3.1

12.3
-0.2

12.3
28.4

3.4

16

1 Compound annual rates of change. Excluding China.
2 Averages of growth rates of world exports and imports based on data for the two groups of countries shown separately below and on partly estimated data

for the U.S.S.R. and nonmember countries of Eastern Europe.
3 As represented, respectively, by the export unit value index for the manufactures of the industrial countries; the oil export unit value of the oil exporting

countries (according to the former analytical categories—see Appendix IX); and the index of market quotations for non-oil primary commodities exported by
the developing countries.
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Chart 7

Developing Countries:
Import Volumes, 1978-87

(Indices, 1978 = 100)

the demand side, import growth in the industrial
countries decelerated from 8.8 percent in 1986 to
6.7 percent in 1987, largely as a result of a marked
slowdown in the growth of the volume of imports
into the United States, which was only partly offset
by strong import growth in Japan and the Federal
Republic of Germany. While imports continued to
contract in the fuel exporting developing coun-
tries, in other developing countries imports ex-
panded by 8.9 percent, the strongest rate of ex-
pansion since 1978. Key factors in this recovery
were strong import demand by the Asian export-
ers of manufactures and an acceleration of import
growth in many primary product exporting coun-
tries of the Western Hemisphere. The latter coun-
tries benefited from gains in both export volumes
and prices, and were consequently able to sustain
higher import growth while continuing to consol-
idate external positions.

The pattern of supply also changed significantly.
Strong export growth in the United States, where

the volume of exports rose by almost 12 percent
in 1987, accounted for half of the increase in the
industrial countries' exports. Export volumes es-
sentially remained unchanged for the second con-
secutive year in Japan, but continued to grow in
the Federal Republic of Germany, albeit at a much
slower pace than in 1984-85. Among the devel-
oping countries, exports from the fuel exporting
countries stagnated following a recovery in 1986
(Table 6). This stagnation reflected changes in the
production policies of the major oil exporting
countries. In contrast, the non-fuel developing
countries registered a further strong expansion of
export volumes, particularly among the countries
that export manufactures. Within this group, the
newly industrializing economies in Asia continued
to register the largest gains in market shares. But
export growth strengthened also in many other
developing countries, including many of the heav-
ily indebted countries. Export growth remained
subdued in most African countries, in part due to
supply constraints.

As in 1986, changes in oil prices played a key
role in the shifts in relative prices in international
trade. Following a halving in 1986, the average
U.S. dollar export price of oil recovered by 28
percent in 1987 (Chart 8). In real terms, however,
prices of internationally traded oil only recovered
by about 14 percent in 1987 and were still almost
10 percent below their level in 1975. The wide
fluctuations of international oil prices during the
past two years mainly reflected marked shifts in
production policies in the oil exporting countries,
in particular in the member countries of the Or-
ganization of Petroleum Exporting Countries
(OPEC).

In late 1986, new production quotas for OPEC
members were introduced, together with a new
official export price. As a result, oil prices re-
covered significantly between mid-1986 and mid-
1987. In the second half of 1987, however, pro-
duction in a number of OPEC countries began to
rise considerably above existing quotas, and prices
started weakening again. Even though existing
production quotas and prices were confirmed at
an OPEC meeting in late 1987, the oil market
continued to show signs of weakness and prices
declined to some $15 a barrel during the first
quarter of 1988, compared with an average price
level of $16.91 a barrel in 1987.

Prices of non-oil commodities exported by the
developing countries recovered strongly during
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Chart 8

Oil Prices, 1972-April 1988

1 Unit value of the oil exporting countries (according to the
former analytical categories) in terms of U.S. dollars.

2 Unweighted average of Brent, West Texas Intermediate, and
Dubai spot prices in terms of U.S. dollars.

3 Oil price deflated by import unit value of the oil exporting
countries.

4 Import unit value of the oil exporting countries in terms of
U.S. dollars.

the second half of 1987 and the first part of 1988.
This recovery followed a cumulative decline of 14
percent during 1984-86 (Chart 9) which had mainly
reflected temporary supply influences. Hence, as
a result of the general weakness of commodity
markets during most of the 1980s, real non-oil
commodity prices at the end of 1987 were still
some 30 percent lower than they had been in
1980. The prices of agricultural raw materials and
metals rose particularly strongly during 1987 and
early 1988 because of low inventories and higher
demand for industrial inputs as economic activity
strengthened in the industrial countries. These
prices recovered to the levels that had prevailed

at the beginning of the decade. Price increases
were considerably more modest for food commod-
ities, for which inventories were high, and for
beverages, whose prices continued to fall through
most of 1987 before recovering toward the end of
the year. The decline in beverage prices reversed
much of the gain registered in late 1985 and early
1986 which had been caused by weather-related
supply shortages.

International Capital Markets

The volume of international bank lending ex-
panded during the first three quarters of 1987 to
$723 billion, which was about two fifths larger
than lending in the corresponding period in 1986.
Banking flows among industrial countries ac-
counted for slightly more than half the overall

Chart 9

Developing Countries:
Non-Oil Primary Commodity Prices,

January 1980-April 1988
(Moving three-month averages of indices,

1980 = 100)

1 Nominal commodity prices deflated by the index of unit
values of manufactures exported by the industrial countries.
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increase in activity; such lending during 1987 was
$527 billion, of which $463 billion represented
interbank lending. Transactions with Japanese in-
stitutions accounted for about two thirds of the
increase in overall banking activity among indus-
trial countries. Part of this increase was due to the
rapid expansion of activity with the Japan Off-
shore Market (established in December 1986).

Bank claims on developing countries, excluding
offshore centers, rose by $17 billion during 1987,
compared with a net reduction of $1 billion a year
earlier. This increase in claims included disburse-
ments of $5.6 billion in concerted lending, of
which $4.4 billion (gross) was disbursed to Mexico
and $1.3 billion to Argentina, and an accumulation
of $4.2 billion in interest arrears by some devel-
oping countries. Net deposit-taking from devel-
oping countries, by contrast, totaled $34 billion,
compared with a withdrawal of $1 billion in 1986.
This sharp increase, which was evident in all re-
gions, but was particularly large in Taiwan Prov-
ince of China, Mexico, and oil exporting countries
in the Middle East, reflected an accumulation of
official reserves of about $24 billion by developing
countries. The net flow from these countries to
international banks of $17 billion compares with a
negligible net flow from banks to developing coun-
tries a year earlier.

In contrast to the expansion of international
bank lending, new international bond issues de-
clined in 1987 for the first time in this decade,
falling by 22 percent to $177 billion, compared
with an increase of 35 percent in 1986 to $227
billion. A reduction in new issues of floating rate
notes (FRNs), following the collapse of the per-
petual floating rate note market in December 1986,
accounted for about 80 percent of the decline of
$50 billion in new issues. New issues of equity-
related bonds, which had been the most buoyant
component of international bond markets during
the first three quarters, ceased after the unprece-
dented fall in stock market prices in October 1987
(see Box 2).

Borrowing by industrial countries accounted for
86 percent of all new international bond issues,
while new bond issues by developing countries fell
to $4.5 billion in 1987, their lowest level since
1983. The currency composition of bond issues in
1987 shifted sharply away from the dollar, whose
share in total issues fell from 55 percent in 1986
to 35 percent in 1987, toward the Japanese yen
and the Swiss franc, whose shares increased to 15

percent each in 1987 from 10 percent in 1986. In
addition, the share of external bond issues denom-
inated in European Currency Units (ECUs) in-
creased from 3 percent in 1986 to 4 percent in
1987.

International Liquidity

During 1987, non-gold reserves expanded by
SDR 88 billion, reflecting an accumulation of for-
eign exchange reserves (SDR 119 billion) that
more than outweighed losses in the SDR value of
existing holdings (SDR 28 billion) resulting from
the depreciation of the dollar relative to the SDR
(Table 7). Foreign exchange reserves in the indus-
trial countries rose by SDR 74 billion in 1987,
following increases of SDR 23 billion in 1986 and
SDR 3 billion in 1985, mainly reflecting the heavy
interventions in foreign exchange markets by the
central banks of some of the major industrial
countries. Foreign exchange reserves of the devel-
oping countries increased by SDR 17 billion in
1987, compared with reductions of SDR 7 billion
in 1986 and SDR 4 billion in 1985.2

The ratios of non-gold reserves to imports have
increased continuously since 1982 for both the
industrial and the developing countries, apart from
a pause in 1985. During 1985-87, this ratio rose
for all major country groups despite significant
negative effects from the decline in the exchange
rate of the dollar, which has a major weight in the
SDR.3 The industrial countries increased their
ratio of non-gold reserves to imports from 17
percent at the end of 1982 to 25 percent at the
end of 1987, which represents its highest value
since 1972. During 1985-87, the most rapid in-
creases in this ratio have been associated with
periods of reportedly heavy exchange market in-
tervention by some of the major industrial coun-
tries. The ratio of non-gold reserves to imports
for the developing countries increased from 26
percent in 1982 to 42 percent in 1987, when it
reached its highest value since 1970. This rise,
however, reflected contrasting patterns of reserve

2 Appendix I examines recent developments in international
reserves in greater detail.

3 Since reserve assets denominated in dollars account for a
larger proportion of non-gold reserves than the weight of the dollar
in the valuation of the SDR, the SDR value of a given stock of
reserves tends to increase when the dollar appreciates, as in
1983—84, and to decline when the dollar depreciates, as in
1985-87.
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Box 2
DISTURBANCES IN GLOBAL EQUITY MARKETS

The sharp decline in prices on major stock markets
in October 1987 raised questions about the stability
and liquidity of the international financial system. On
October 19 and 20, stock prices declined by 21 percent
in the United Kingdom, 18 percent in the United
States, 17 percent in Japan, 11 percent in the Federal
Republic of Germany, and 10 percent in France (Chart
10). Prices in other equity markets also declined, and
some markets (such as Hong Kong) were closed. This
sharp drop in stock prices worldwide was accom-
panied by a decline in world interest rates, especially
on long-term government securities. Changes in the
exchange rates of key currencies were relatively lim-
ited in the period immediately before and after the
disturbances. On a global scale, these developments
were suggestive of a shift in preference from stocks
to high-quality bonds.

The sharp movements in stock prices and the
resulting "flight to quality" also affected activity in
markets for other financial instruments, including
those for Eurobonds and financial futures and op-
tions. Moreover, the rise in the volume of trading
that accompanied the sharp decline in stock prices in
some markets and the recovery of bond prices also
created problems for some clearing mechanisms.

A number of macroeconomic and technical factors
are thought to have contributed to the magnitude of
the fall in stock prices, as well as to its globalization.
Until the crisis in October, there had been a widening
divergence in world equity markets between the yield

on equities and that on government securities. This
growing difference created pressures for portfolio
adjustments to bring rates of return into a more
sustainable alignment. As discussed earlier, interest
rates in the major industrial countries had begun to
rise in early 1987, in part owing to concerns about
inflation, fiscal imbalances, and exchange rate devel-
opments.

In addition to these macroeconomic factors, several
technical aspects of stock markets and related markets
may have exacerbated declines in share prices. In
particular, concerns have been expressed that certain
trading practices may have created a sense of panic
that became self-reinforcing in the highly integrated
system of international electronic trading. Major in-
stitutions now manage their trading operations on a
global basis, and a response in one market to domestic
economic or political developments can be transmitted
across markets and time zones, while technological
advances permit markets to respond faster to new
information. In some markets, computerized pro-
gram trading systems, used in a popular hedging
strategy that called for the sale of stock index futures
as equity price indexes began to fall, may have
contributed to the downward spiral in October 1987.
In addition, in the absence of a spot index that is
updated adequately and in a timely fashion, auto-
mated arbitrage activity between the index futures
markets and the spot market may have worsened the
price decline.

accumulations and changes in the SDR value of
imports: the ratio increased during 1982-84 be-
cause of vigorous rebuilding of reserves, while in
1985—86 the reserve holdings of developing coun-
tries declined. Their ratio of non-gold reserves to
imports nonetheless increased because the decline
in the SDR value of their imports was even greater.

While the currency composition of foreign ex-
change reserves has been diversified considerably
since the mid-1970s, the accumulation of reserves
held in dollars by some industrial countries in
1986 and 1987 has raised the share of that cur-

rency in foreign exchange reserves. The estimated
share of dollar assets in total identified foreign
exchange reserves declined from 76 percent at the
end of 1978 to 64 percent at the end of 1985 but
then recovered to 67 percent at the end of 1987.4

4 The currency composition of identified foreign exchange
reserves is based on a Fund survey and on estimates derived mainly
from official national reports. Since these figures are only approx-
imations, they should be interpreted with caution. These identified
reserves differ from total foreign exchange reserves, which also
include foreign exchange reserves for which composition infor-
mation is not available.
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Chart 10

World and Regional Stock Market Prices in
Real Terms, 1970-First Quarter 19881

Source: Morgan Stanley Capital International, and Fund staff
estimates.

1 Morgan Stanley index of stock prices in local currency
terms, deflated by composite GNP deflator, where composite
deflators are averages for individual countries weighted by the
average dollar value of their respective GNPs over the preceding
three years.

2 Comprising North America, Europe, and the Pacific region.
3 Comprising the United States, Canada, and Mexico.
4 Comprising Austria, Belgium, Denmark, France, the Federal

Republic of Germany, Italy, the Netherlands, Norway, Spain,
Sweden, Switzerland, and the United Kingdom.

5 Comprising Japan, Australia, Hong Kong, Malaysia, and
Singapore.

In contrast, the share of assets denominated in
deutsche mark rose from 11 percent at the end of
1978 to 15 percent at the end of 1987, and the
share of assets denominated in Japanese yen in-
creased from 3 percent at the end of 1978 to 7
percent at the end of 1987. Industrial countries
have diversified their foreign exchange reserves
more than the developing countries. The share of
dollars in the reserve portfolio of industrial coun-
tries decreased from 86 percent to 71 percent
between the end of 1978 and the end of 1987.5

5 As a counterpart, the estimated shares of the deutsche mark

During the periods prior to and after these market
disturbances, there was a risk that some institutions
would be unable to obtain funding for their trading
and investment portfolios. But measures designed to
protect investors helped prevent a general withdrawal
of funds from securities houses and broker-dealers.
In addition, the clear commitment by major central
banks to provide adequate liquidity to the financial
markets was a key factor that prevented the emer-
gence of widespread funding difficulties.

In some markets, perception that the macroeco-
nomic policies in place were inadequate to bring about
the necessary medium-term adjustment of external
imbalances among the major industrial countries may
also have contributed to the drop in stock prices.
Thus, although the near-term macroeconomic effects
of the decline appear to have been limited, some
observers have argued that the longer-term implica-
tions might depend on the responses of policymakers.
As already noted, the monetary authorities in some
countries reinforced confidence through the provi-
sion of immediate liquidity and by making clear that
they stood ready to provide as much additional
liquidity as was needed. Furthermore, the process of
international policy coordination was strengthened,
as evidenced by the statement of December 22, 1987
of the seven major industrial countries (see Box 1).

However, it only decreased slightly for the devel-
oping countries, falling from 63 percent to 59
percent over the same period.

EXCHANGE RATES

During the first part of 1988 the downward
pressure on the dollar declined significantly and
was reversed by the middle of the year. Compared
with developments over the three preceding years,
the recent pattern reflected changes in underlying
economic fundamentals, as the major industrial
countries intensified their efforts to coordinate
policies. In line with the commitments under the
Louvre Accord of February 1987, the major in-
dustrial countries increased the emphasis they gave
to changes in underlying fiscal and structural pol-

and the Japanese yen in industrial countries' reserves increased by
9 percentage points and 5 percentage points, respectively.
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Table 7

International Reserves, Excluding Gold, 1984-87
(Annual changes, in billions of SDRs)

Industrial countries

International reserves, excluding gold
Of which, foreign exchange1

Accumulation
Valuation effects

Developing countries

International reserves, excluding gold
Of which, foreign exchange1

Accumulation
Valuation effects

Memorandum
U.S. dollars per SDR, end of period

1984

20
16
16

26
25
21
4

0.980

1985

3
3
5
1

-5
-4
4

-8

1.098

1986

21
23
24
-1

-8
-7

-7

1.223

1987

All countries

International reserves, excluding gold
Of which, foreign exchange1

Accumulation
Valuation effects

45
41
37
4

-2
-1

8
-9

13
16
23
-8

88
91

119
-28

71
74
88

-15

17
17
30

-13

1.419

1 Estimates shown here pertain to total foreign exchange reserves. The breakdown into accumulation and valuation (i.e., quantity and price) components
is based on the data for identified holdings of seven major currencies shown in Appendix Table 1.2, adjusted, however, to cover total foreign exchange
holdings. The adjustment assumes that the valuation effects on unidentified holdings are proportional to those on identified holdings.

icies as a means of reducing external imbalances
and agreed to foster greater stability of exchange
rates in view of the significant realignment that
had taken place since the Plaza Accord in Septem-
ber 1985. Subsequent efforts to stabilize exchange
rates led to a relative tightening of monetary
conditions in the United States—whether meas-
ured by interest rate differentials or relative rates
of growth of money supply—and a significant
increase in the volume of official intervention in
foreign exchange markets.

The Louvre Accord was followed by a period of
relative stability in exchange markets, and between
May and August 1987 the pressure on the dollar
even reversed. As the year progressed, however,
the continued large monthly trade deficits in the
United States, together with uncertainties about
the implementation of further cuts in the federal
fiscal deficit, contributed to a gradual weakening
of the dollar (Chart 11). Pressure continued to
mount following the decline in equity prices on
October 19, and led to a depreciation of the dollar
by close to 7 percent during November and De-
cember. On December 22 the Group of Seven
major industrial countries issued a statement re-
affirming their policy intentions and undertakings
and re-emphasizing their common interest in more

stable exchange rates. The dollar fell to new lows
during the following week but recovered in early
January 1988, partly in response to large-scale
official intervention. During the first quarter of
1988, the dollar was again relatively stable as U.S.
trade data, released monthly, became more
favorable.

Between the Louvre Accord in February 1987
and April 1988, the dollar depreciated by about
13 percent in real effective terms, as indicated by
developments in unit labor costs (see Chart 12).
This represented a cumulative depreciation of
about 42 percent relative to the peak value of the
dollar in early 1985, and brought the real ex-
change rate of the dollar to a level close to its
previous postwar trough in 1978. The Japanese
yen continued to reflect the largest counterpart to
the dollar's depreciation; in April 1988, the yen
traded at ¥ 125 per dollar, compared with ¥ 153
per dollar at the time of the Louvre Accord. In
real effective terms, the yen appreciated by 13
percent during this period, bringing its cumulative
appreciation since early 1985 to 39 percent.

The pound sterling also came under periodic
upward pressure during the year under review,
appreciating not only against the dollar but also
against other European currencies. The appreci-
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Chart 11

Interest Rate Differentials and
Exchange Rates,

January 1986-April 19881

(In percent, and deutsche mark or yen per U.S. dollar)
Percent

ation of the pound intensified during March and
April 1988 when its exchange rate rose to almost
DM 3.15 a pound, some 6 percent higher than a
year earlier. In real effective terms, the pound
sterling appreciated by 18 percent from February
1987 to April 1988, which reversed the deprecia-
tion that had taken place during 1985-86. The
exchange rate of the Canadian dollar also appre-
ciated moderately during 1987 and early 1988,
both against the U.S. dollar and in real effective
terms, in contrast to its experience during
1985-86, when it had depreciated significantly in
real terms in line with the U.S. dollar.

The currencies participating in the exchange
rate mechanism of the European Monetary System
(EMS) also continued to appreciate vis-a-vis the
dollar during 1987. However, given the impor-
tance of intra-European trade, the real effective
exchange rates of EMS currencies were broadly
stable. The spot exchange rate of the deutsche
mark, for example, rose by 9 percent against the
dollar between February 1987 and April 1988, but
by only Vz of 1 percent in real effective terms
(bringing its real cumulative appreciation since
early 1985 to 20 percent). Despite occasional strains
within the EMS, particularly during periods of
dollar weakness, the real exchange rate of the
Italian lira varied only slightly during 1987 and
early 1988, while that of the French franc depre-
ciated slightly during the same period. The last
EMS realignment took place in January 1987 (in-
volving a 3 percent revaluation of the deutsche
mark and the Netherlands guilder and a 2 percent
revaluation of the Belgian/Luxembourg franc, in
terms of bilateral central rates).

The relative stability of the EMS currencies can
be partly attributed to exchange market interven-
tion, the stability of the U.S. dollar, and to a series
of coordinated interest rate adjustments under a
new agreement to strengthen the operational
mechanisms of the system. In the final months of
1987 several adjustments under this agreement
took place, involving changes in both the level of
interest rates and the differentials among them.
These adjustments led to lower interest rates
throughout Europe in an effort to support the
dollar while minimizing tensions within the EMS.
In early December, as part of this policy, the
discount rate in the Federal Republic of Germany
was lowered to 2Vz percent, the lowest rate in the
country's recent history.

The currencies of most of the smaller industrial
countries were also more stable in 1987 than in
previous years. Within Europe, formal as well as
informal links between these currencies and the
currencies of the major countries, particularly the
deutsche mark, led to further appreciations vis-a-
vis the dollar. However, as exchange rates among
European currencies changed only slightly, move-
ments in real effective exchange rates were gen-
erally small (Table 8).

Among the developing countries, the pace of
exchange rate depreciation slowed somewhat in
1987, following two years of rapid adjustments
(Chart 13). The more moderate depreciation in
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1 Short-term interest rates.
2 U.S. rate minus German rate.
3 U.S. rate minus Japanese rate.
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Chart 12

Major Industrial Countries: Monthly Average U.S. Dollar and Real Effective Exchange Rates,
January 1978-April 1988

(Indices, 1980 = 100)

1 Real effective exchange rates are calculated on the basis of normalized unit labor costs.
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Table 8

Smaller Industrial Countries: Real Effective
Exchange Rates1

(Percent change from 12 months earlier)

Australia
Austria
Belgium/Luxembourg
Denmark
Finland
Ireland
Netherlands
New Zealand
Norway
Spain
Sweden
Switzerland

December
1985

-23.7
3.8

-0.4
4.5
0.2
0.8
1.4

12.7
2.7

-3.5
2.3
0.9

December
1986

-5.5
5.5
0.3
8.3

-2.4
-0.4

5.1
2.6

-4.6
4.4

-0.8
8.5

December
1987

-2.9
0.2

-1.7
6.9
3.3

-4.1
-0.5
16.8
7.1
4.1

-0.7
4.3

1 Real effective exchange rates are based on relative unit labor costs in
manufacturing except for Australia and New Zealand where the data are
based on consumer price indices.

1987 to some extent reflected the slower rate of
adjustment of the dollar to which many currencies
are pegged. More generally, however, in many
countries, following a period during which the
exchange rate had played a key role in adjustment
and stabilization programs, the need for further
real exchange rate depreciation diminished. In
some countries, notably in the Western Hemi-
sphere, a sharp acceleration in inflation was not
fully matched by changes in nominal exchange
rates, leading to appreciations in real exchange
rates and an erosion of previous gains in compet-
itiveness. There was also a move toward less flex-
ible exchange rate arrangements in 1987.6 Finally,
some of the newly industrializing economies in
Asia with strong external positions began to allow
their currencies to appreciate in real terms, in an
effort to contain and eventually reduce their ex-
ternal surpluses.

BALANCE OF PAYMENTS DEVELOPMENTS

The aggregate current account deficit of the
industrial countries rose from $16 billion in 1986
to $43 billion in 1987 (Table 9), equivalent to 0.3
percent of aggregate GNP. In contrast, the overall
current account position of the developing coun-
tries changed from a deficit of $41 billion in 1986
to approximate balance in 1987. The implied re-
duction in the world current account discrepancy
amounted to some $13 billion, and partly reflected
the impact of the widely fluctuating oil prices in

6 See Appendix Table 11.1 for a classification of exchange
arrangements as of March 31, 1988.

Chart 13

Developing Countries: Real Effective Exchange
Rates, by Region, 1979-First Quarter 1988

(Indices, 1979 - 100)

Note: Composites for regional groups are weighted averages,
where countries' weights are dollar values of their respective
GDPs in 1980. Because of the lack of appropriate domestic
price data, the countries included for the Middle East and
African regions cover only about 50 percent and 85 percent,
respectively, of their regional GDPs. For the Western Hemi-
sphere, Europe, and Asia, the coverage is complete.

1986-87.7 These overall adjustments conceal mark-
edly different trends for individual countries and
groups, which were determined by differential
movements in both import and export volumes
and in their terms of trade. Moreover, the balances
expressed in nominal dollar terms present a mis-
leading indication of the degree of adjustment
that took place during the year; when expressed
in other currencies, or relative to income, the
changes are more significant.

Industrial Countries
The U.S. current account deficit widened from

$139 billion in 1986 to $154 billion in 1987, despite

7 For an analysis of the main reasons for the global discrepancy
on current account, see International Monetary Fund, Final Report
of the Working Party on the Statistical Discrepancy in World
Current Account Balances, 1987. See also page 18 of the 1987
Annual Report.
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a substantial increase in the volume of exports
(which rose by 12 percent over 1986 levels) and
slower growth in the volume of imports (which
rose by 5 percent in 1987, compared with 15
percent in 1986). This reflected increased deficits
both in oil trade, brought about by higher import
prices in 1987 following the sharp fall in 1986,
and in non-oil trade, reflecting the impact of a
further weakening in the U.S. non-oil terms of
trade. In addition, the balance on services deteri-
orated by some $6.5 billion, as a result of increased
payments of interest and dividends on the foreign
liabilities of the United States. Expressed as a
percentage of GNP, the current account deficit
rose to 3.4 percent in 1987, compared with 3.3
percent in 1986. However, there were signs of a
reduction in this ratio in late 1987 and early 1988
as the effects on trade volumes began to work
through (Chart 14).

Japan's current account surplus measured in
nominal dollar terms was little changed in 1987 at
$87 billion, compared with $86 billion in 1986.
The volume of its exports increased slightly, while
the volume of non-oil imports increased by 11
percent (following an increase of 12 percent in
1986). Nonetheless, a further small improvement
in Japan's terms of trade outweighed the volume
adjustment in merchandise trade and the slight
weakening of the balance on services and transfers.
Similarly, in the Federal Republic of Germany,
exports continued to grow in volume terms, but
less rapidly than the volume of imports (the vol-
ume of non-oil imports rose by 7 percent). Ger-
many's merchandise terms of trade improved
moderately, however, generating a rise in the trade
surplus of $14 billion that was only partially offset
by an increase of $8 billion in the deficit on services
and transfers. As a result, Germany's dollar cur-
rent account surplus rose from $39 billion in 1986
to $45 billion in 1987.

It is misleading, however, to analyze the external
positions of Japan and the Federal Republic of
Germany only in terms of a numeraire such as the
dollar, which depreciated substantially over the
year. When the payments balances of the two
major surplus countries are expressed as percent-
ages of GNP, a rather different picture emerges.
Japan's current account surplus declined from 4.4
percent of GNP in 1986 to 4.0 percent of GNP in
1987, while Germany's surplus fell from 4.2 per-
cent of GNP to 3.9 percent of GNP. For both
countries there was, during the year, a strong

Chart 14

Major Industrial Countries: Payments
Balances on Current Account,
Including Official Transfers,
1980-First Quarter 19881

(Seasonally adjusted, in percent of GNP/GDP)

1 Data for Italy extend through the fourth quarter of 1987.
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Table 9

Summary of Payments Balances on Current Account, 1980-871

(In billions of U.S. dollars)

Industrial countries

Canada
United States
Japan

France
Germany, Fed. Rep. of
Italy
United Kingdom

Other industrial countries

Developing countries

By region

Africa
Asia
Europe
Middle East
Western Hemisphere

By analytical criteria

Fuel exporters
Non-fuel exporters

Market borrowers
Official borrowers

Other countries2

Total3

1 Including official transfers.
2 Covers estimated balances on current transactions only in convertible currencies of the U.S.S.R. and nonmember countries of Eastern Europe.
3 Reflects errors, omissions, and asymmetries in reported balance of payments statistics on current account, plus balance of listed groups with countries

not included.

underlying trend toward lower surpluses, partic-
ularly in Japan. Although the imbalances were still
large, the change in the trend in 1987 suggests
that changes in macroeconomic policies and com-
petitiveness have clearly begun to have an effect,
particularly when associated with the more recent
evidence of a reversal of the growth in the U.S.
current account deficit as a share of GNP.

The scale of current account adjustments in
nominal terms in other industrial countries during
1987 was generally smaller than among the three
largest economies, but there were some significant
real changes. In general, payments positions tended
to weaken. Most marked was the swing in the
French current account from a surplus of $3
billion in 1986 to a deficit of $4 billion in 1987,
representing a deterioration equivalent to 0.9 per-
cent of GDP. This reflected continuing strong
growth in the volume of non-oil imports (which

rose by 7 percent in 1987, despite a moderate
slowdown in the growth of domestic demand),
combined with only a modest recovery in exports.
There was little change in the French terms of
trade in 1987, a factor that had contributed to the
stronger current account position in 1985 and
1986.

Italy's balance of payments weakened signifi-
cantly in 1987, with the current account moving
into a small deficit, compared with a surplus of $3
billion in 1986 (equivalent to 0.4 percent of GNP).
This development occurred despite a further im-
provement in Italy's terms of trade, and was the
result of a rapid acceleration in the growth of
import volumes (which rose by almost 11 percent
in 1987, compared with 8 percent in 1986; non-
oil imports rose by l2l/2 percent). Imports were
stimulated by buoyant domestic demand, stem-
ming from strong growth in consumer expendi-
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1980

-58.1

-1.0
1.9

-10.7

-4.2
-13.8
-10.0

7.1

-27.4

30.6

-2.2
-14.5
-15.6
92.5

-29.8

96.4
-65.8

-35.3
-9.1

0.8

-26.7

34.8
-82.3

-71.5
-12.0

-3.4

-67.1

-18.2
-68.2

-73.7
-10.5

2.7

-103.5

-19.6
-43.5

-29.3
-8.4

3.1

-77.3

-5.4
-28.0

-3.4
-9.7

4.8

-86.9

2.3
-26.6

6.4
-9.5

2.3

-70.0

-32.1
-8.6

-0.8
-8.7

3.1

-54.0

-3.9
4.3

20.6
-9.8

5.7

-37.3

-5.0
20.9
0.9

-5.2
-11.3

-8.8
5.1

-2.0
-18.2
-16.9

-0.2
-13.5
-3.0
-2.8
-4.7

-8.0
-4.3
-2.9
-15.7
-2.5

-12.1
-14.8
-5.1
-20.2
-10.9

-21.5
-17.4
-8.0
3.0

-42.4

-22.2
-19.1
-13.7
50.0

-42.9

-15.9

-5.1
6.9
4.8

-4.8
-3.6
-9.1
13.7

-18.7

-47.8

-19.9

2.3
-8.7
6.9

-12.1
5.1

-6.2
7.8

-14.9

-86.4

-17.3

2.5
-46.3
20.8

-4.7
5.3
1.5
5.7

-2.2

-63.1

-58.4

2.1
-107.0

35.0

-0.8
9.7

-2.5
2.7

2.5

-33.3

-48.0

-1.4
-115.1

49.2

0.6
16.5
-3.7
4.2

1.7

-24.3

-16.4

-7.6
-138.8

85.8

2.9
39.3
2.6
0.2

-0.8

-40.7

-43.3

-8.0
-154.0

87.0

-4.4
45.0
-1.0
-2.6

-5.4

0.3

1981 1982 1983 1984 198S 1986 1987
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ture and a recovery in fixed investment, while the
volume of exports expanded at a relatively modest
pace.

The current account balance of the United
Kingdom also weakened, from approximate bal-
ance in 1986 to a deficit of $2V2 billion in 1987
(0.3 percent of GDP). Most of the change occurred
in non-oil trade, where import volumes grew
strongly, reflecting the continuing strength of do-
mestic demand, and slightly outpaced the growth
of export volumes, which partly reflected the im-
pact of earlier depreciations of sterling. The sur-
plus on oil trade rose only slightly, to $7 billion,
as a slowdown in the growth of export volumes
was more than offset by the improvement in oil
prices. Further growth in the United Kingdom's
surplus on services was largely balanced by a
higher deficit on official transfers.

In contrast to the major countries in Europe,
the Canadian current account deficit declined mar-
ginally as a percentage of GNP. The growth rate
of exports increased compared with 1986, but
remained below the growth in the volume of
imports; a moderate improvement in Canada's
terms of trade offset, however, much of the vol-
ume effect.

The aggregate current account deficit of the
smaller industrial economies rose from $1 billion
in 1986 to $5 billion in 1987, an increase of 0.2
percent of GNP. The external position of Spain
weakened as the current account surplus declined
from 2.2 percent of GNP in 1986 to 0.3 percent
of GNP in 1987 because of continuing strong
domestic demand. The volume of imports rose by
22 percent in 1987, more than offsetting a signif-
icant improvement in export performance (the
volume of exports rose by 7 percent, compared
with a decline of 4 percent in 1986). The current
account surplus of the Netherlands also declined
markedly (by 1.1 percent of GNP), as a deterio-
ration in the terms of trade offset an improvement
in the real foreign balance. In contrast, Norway,
Denmark, and Ireland substantially improved their
current account positions between 1986 and 1987.
In Norway the deficit fell from 6.5 percent of GNP
to 5 percent of GNP, partly because of a recovery
in oil export earnings together with a sharp cur-
tailment of import demand as consumption and
investment expenditures were cut back. In Den-
mark, the deficit declined from 5.2 percent of
GNP in 1986 to 2.9 percent of GNP in 1987 as a
result of contractions in both consumption and

investment. Domestic demand was cut back in
Ireland, although to a more modest extent; a sharp
improvement in the real foreign balance changed
the current account position from a deficit of 3.2
percent of GNP in 1986 to a surplus of 1.5 percent
of GNP in 1987. Australia's current account deficit
also declined, from 6.1 percent of GNP in 1986 to
4.6 percent of GNP in 1987. This adjustment
primarily reflected a sharp improvement in the
terms of trade and the strong response of exports
to gains in competitiveness in 1985 and 1986, and
occurred despite a recovery in domestic demand.

Developing Countries

As the counterpart to the wider aggregate cur-
rent account deficit in the industrial countries, the
overall current account balance of the developing
countries improved by $41 billion in 1987. This
strengthening in the external position, which rep-
resents an adjustment equivalent to 1.4 percent of
the developing countries' aggregate GDP (or 6.3
percent of their exports of goods and services),
affected most countries other than the exporters
of minerals. Overall, the volume of developing
country exports rose by 8l/2 percent in 1987, and
their terms of trade recovered moderately, follow-
ing the substantial deterioration of almost 20 per-
cent in 1985-86. Import volumes also showed a
recovery after significant compression in 1985-86.
The aggregate deficit on services widened slightly
in 1987, reflecting the impact of movements in
world interest rates and the continued growth in
the developing countries' net foreign debt.

Much of the reduction in the current account
deficit of the developing countries can be attrib-
uted to the strong recovery in the external position
of the fuel exporting countries (Chart 15). Their
current account balance had deteriorated by $32
billion (20 percent of exports) in 1986 as a result
of the halving of oil prices in that year. In 1987,
oil prices recovered partially, which led to an
improvement of 12 percent in the fuel exporters'
terms of trade (compared with a deterioration of
49 percent in 1986). The fuel exporting countries
also maintained the restrictive financial policies
that had been introduced in 1986. These policies
resulted in a small decline in their estimated GNP
and a further reduction of 11 percent in import
volumes (following a 22 percent cut in 1986). This
strong adjustment effort led to a narrowing of the
fuel exporters' current account deficit to only $4
billion in 1987.
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Chart 15

Developing Countries: Trade and Current Account Balances, 1980-87
(In percent of exports of goods and services)

Current account adjustment was not limited to
the fuel exporting countries, however. Non-fuel
developing countries also consolidated the prog-
ress that they had made in each year since 1981
in strengthening their current account position.
Their aggregate deficit of $9 billion in 1986 was
turned into a surplus of $4 billion in 1987, an
adjustment equivalent to 2.6 percent of exports.
However, in contrast to the continued import
compression and stagnant export growth in the

fuel exporting countries, the improvement in the
non-fuel exporters' payments position was mainly
the result of a strong growth of export volumes
(12 percent) and occurred despite a marked in-
crease in the volume of imports (almost 9 percent).
The non-fuel exporting countries' aggregate terms
of trade were approximately stable in 1987 follow-
ing two years of decline.

Significant disparities are evident in a regional
breakdown of current account performances in
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1987, although improvements were recorded al-
most everywhere. Countries in Asia recorded a
surplus of almost $21 billion, compared with a
surplus of $5 billion in 1986 and an average annual
deficit of $14 billion in 1980-85. This turnaround
reflected continued strong growth in the volume
of exports, which rose by 161/2 percent in 1987
following an increase of nearly 18 percent in 1986,
and occurred despite a significant increase in the
volume of imports. Asian countries also benefited
from significant improvements in their terms of
trade. The current account surplus of the four
newly industrializing economies in Asia (Hong
Kong, Korea, Singapore, and Taiwan Province of
China) reached $30 billion in 1987, equivalent to
about 11 percent of the combined GNP of this
group. The current account deficit of the other
Asian countries declined from $18 billion in 1986
to $9 billion in 1987, an adjustment amounting to
10 percent of exports.

The developing countries in Europe recorded a
small current account surplus in 1987, following a
deficit of $2 billion in 1986. An increase of 8
percent in the volume of exports of these countries
was only partially offset by weaker terms of trade;
the volume of imports grew by 5l/2 percent. In the
Middle Eastern countries, the partial recovery in
011 prices and reduced imports by some oil ex-
porters contributed to the decline in the current
account deficit from $18 billion (15 percent of
exports) in 1986 to $5 billion (4 percent of exports)
in 1987. The current account deficit of African
countries also declined, from $9 billion in 1986 to
$5 billion in 1987 (an adjustment equivalent to 6.1
percent of exports), mainly as a result of continued
import compression (the volume of imports fell by
5 percent in 1987, following a reduction of 11
percent in 1986). However, the current account
deficit of countries in sub-Saharan Africa (exclud-
ing Nigeria and South Africa) increased from $5
billion in 1986 to $6y2 billion in 1987, the latter
figure representing 23 percent of exports of goods
and services.8 Export and import volumes for this
group of countries changed little, but the terms of
trade recorded a further decline of 6 percent,
following a deterioration of 16 percent in 1986.
The aggregate current account deficit of Western
Hemisphere countries also declined, from $17

8 The current account deficit of Nigeria fell from $3.6 billion in
1986 to $1.5 billion in 1987; South Africa's surplus was unchanged
at some $3 billion.

billion in 1986 to $11% billion in 1987, represent-
ing an adjustment equivalent to 6l/2 percent of
exports. This strong improvement resulted from
a strengthening of real trade balances; the region's
terms of trade deteriorated slightly.

Regional trends largely reflected differing trade
structures. Exporters of manufactures, which are
concentrated in Asia and Europe, continued to
benefit from buoyant import demand in the in-
dustrial countries, as well as from a recovery in
import volumes in the non-fuel developing coun-
tries. The volume of their exports rose in aggre-
gate terms by nearly 16 percent, following an
increase of 13!/2 percent in 1986. Moreover, the
strength of world trade prices for manufactures
(which rose by l2l/2 percent in dollar terms in
1987, after increasing by 18 percent in 1986)
contributed to a moderate improvement in their
terms of trade. The terms of trade of non-oil
primary product exporters, however, deteriorated
for the third consecutive year, despite a rise in
commodity prices in the latter part of the year.
The cumulative decline amounted to 9 percent,
which offset the continuing strong performance
of real exports (export volumes of agricultural
exporters have increased in each year during the
1980s and rose by lOVfe percent in 1987). Many of
the non-oil primary product exporters are located
in Africa and the Western Hemisphere; these
regions continue to experience particularly severe
external financing difficulties.

FINANCING AND DEBT

The underlying financing position of the devel-
oping countries showed little change in 1987 from
1986, although there were some notable develop-
ments. The total external financing requirement
rose slightly, from $75 billion in 1986 to $77 billion
in 1987 (Table 10), with an increase in non-debt-
creating flows being matched by a stabilization in
the amount of accumulated arrears (which stood
at an estimated $52 billion at the end of 1987) and
an increase in net repayments to the Fund. Some
56 countries had external payments arrears out-
standing at the end of 1987, compared with 58 at
the end of 1986; the number of countries with
arrears had previously been rising throughout the
1980s, having stood at 39 at the end of 1981. Net
new credit provided by banks and other private
lenders remained low (at only $8 billion), while
official creditors maintained net flows of about
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Table 10

Developing Countries: External Financing, 1980-871

(In billions of U.S. dollars)

All developing countries

Deficit on goods, services, and
private transfers

Use of reserves
Other foreign asset accumulation, net2

External financing requirement

Non-debt-creating flows3

Official flows4

Private flows5

Arrears6

Capital importing developing countries

Deficit on goods, services, and
private transfers

Use of reserves
Other foreign asset accumulation, net2

External financing requirement

Non-debt-creating flows3

Official flows4

Net credit from Fund7

Private flows5

Arrears6

1980

-25

50
89

114

12
29
75
-2

76

25
22

122

23
29

3
72
-2

1981

55

-12
104

147

21
37
83

5

116

1
31

148

25
37

7
81

5

1982

95

-40
76

131

27
42
48
13

107

-18
36

125

25
42

7
44
13

1983

73

4
22

98

22
37
24
15

63

10
21

94

23
37
11
20
15

1984

44

15
19

78

21
37
15
4

38

19
17

74

23
34

5
14
4

1985

38

18
17

73

33
30
20

-10

42

12
17

71

33
29
0

19
-10

1986

56

4
15

75

27
34

3
11

43

17
13

73

30
32
-3
—
11

1987

15

53
5

77

36
34
8

-1

17

46
10

76

36
33
-6

9
-1

1 In contrast to the presentation in Table 9, official transfers are treated as a financing item in this table.
2 Net asset transactions by residents plus recorded errors and omissions (on the assumption that the latter reflect capital flight).
3 Official transfers, net direct investment, SDR allocations, valuation adjustments, and gold monetization.
4 Long-term borrowing from official creditors, use of liabilities constituting foreign authorities' reserves, and use of Fund credit.
5 Residual. Mainly net external borrowing from private creditors and short-term flows.
6 Reflects involuntary "lending" by official and private creditors.
7 Includes use of Fund credit under General Resources Account, Trust Fund, and structural adjustment facility.

$34 billion. The marked improvement in the ag-
gregate current account position of the developing
countries, together with the small increase in ex-
ternal financing, permitted a significant recovery
in reserve accumulation (although this was concen-
trated in a small number of economies—princi-
pally Taiwan Province of China). The acquisition
of nonreserve foreign assets, which for some coun-
tries is indicative of capital flight, continued to
decline.

As in 1986, these overall developments masked
the very different situations of specific groups of
developing countries. In 1987 the financing posi-
tions of the two groups that adjusted their current
account positions most successfully—the exporters
of fuels and of manufactures—were markedly dif-
ferent from the positions of other developing
countries (most of which are primary product
exporters). In 1986 the fuel exporting countries
ran down their gross reserve holdings by some

$18 billion as oil prices fell sharply early in the
year. The substantial current account adjustment
made by this group in 1987 enabled them to
replenish much of this reduction in reserves, while
net external borrowing was reduced to $8l/2 bil-
lion. As for the exporters of manufactures, the
significant rise in their current account surplus
enabled them to increase their reserve assets still
further (at the end of 1987 their reserves covered
approximately 21 weeks of imports), and simulta-
neously to reduce their net borrowing requirement
to $14 billion.

For other developing countries, however, there
was little change in the tight external financing
position that they had faced in 1986. Their aggre-
gate current account deficit widened to $21 billion;
reserve cover remained at only 13 weeks of im-
ports; and net external borrowing, at $19 billion,
was barely higher than the depressed level of 1986.
Long-term financing provided by official lenders
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rose to $24 billion—the highest level it had reached
during the 1980s—but repayments to private cred-
itors continued to exceed private lending (even
allowing for the substantial impact of the resched-
uling of existing debt). Accumulation of arrears
fell to $2 billion, compared with a record increase
of $6 billion in arrears in 1986.

The stability of official financing flows (exclud-
ing credit from the Fund) to the developing coun-
tries is striking, especially in contrast to the sharp
reduction in private flows. After allowing for the
significant swings in short-term transactions be-
tween monetary authorities, which were designed
to accommodate major financing adjustments in
1982-83, official flows to the capital importing
countries in 1980-85 were in the range of $27-33
billion annually. In 1986—87 average disburse-
ments rose to $36J/2 billion, reflecting the more
coordinated approach to financing flows that was
adopted following the Annual Meetings of the

Chart 16

Developing Countries: Debt Stocks and
Ratios of Debt to Exports, 1980-87

Fund and the World Bank in Seoul in October
1985.

The Fund played a major role in easing the
external adjustment of developing countries in the
immediate aftermath of the debt crisis. Net credit
from the Fund, which had averaged $1 billion
annually in 1978—80, rose to an annual average of
$7y2 billion in 1981-84. Because of the revolving
nature of Fund resources, and the successful ef-
forts of many countries to reduce their financing
requirements, net borrowing from the Fund even-
tually was reversed and in 1985—87 developing
countries made net repayments averaging $3 bil-
lion annually. As a result of the efforts of the
Fund to encourage stronger adjustment in the
developing countries, for example through pro-
grams under the SAF and the ESAF aimed at low-
income countries and through the revitalization of
the extended Fund facility, gross disbursements
are again expected to increase significantly in 1988
and 1989.

The aggregate data show no evidence of a re-
versal of the precipitous drop in private financing
flows to developing countries that occurred in
1982-84. As mentioned above, nonofficial lending
to the capital importing countries rose to $9 billion
in 1987 (from a negligible level in 1986), but this
increase was entirely the result of increased dis-
bursements under concerted financing arrange-
ments; spontaneous net lending remained nega-
tive. Private lending after 1981 declined most for
those countries that experienced debt-servicing
problems; this group made net repayments to
nonofficial creditors averaging $4 billion annually
in 1983-86, compared with average inflows of $36
billion a year in 1979-82. Concerted borrowing
arrangements provided an average of $8 billion
annually in 1983—86, implying that repayments
exceeded spontaneous inflows by an average of
$12 billion annually in this period. In 1987 net
repayments to private creditors by countries with
recent debt-servicing problems declined to $3 bil-
lion, but there is little evidence that a substantial
reversal of the negative resource flow is likely to
occur in the near future. The decline in the
negative resource flow in 1987 may have partly
reflected the reduced commercial lending oppor-
tunities in countries that have not experienced
recent debt-servicing problems; private lending to
this group of countries declined from $16 billion
in 1986 to $11 billion in 1987, in line with their
stronger current account positions.
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The total dollar value of developing countries'
outstanding debt rose by 10.4 percent in 1987 to
$1,217 billion (Table 11)—equivalent to 39 percent
of aggregate GDP. Two thirds of this nominal
increase is estimated to have resulted from the
impact of exchange rate movements on the dollar
value of debt denominated in other currencies;
the underlying increase in debt was some 4 per-
cent, broadly in line with the increases in 1985
and 1986. The relatively strong growth of exports
from the developing countries contributed to a
reduction in the ratio of debt to exports from 169
in 1986 to 158 in 1987. However, debt-to-export
ratios for all regions remained substantially above
their levels in 1980, and were particularly high by
historical standards in Africa and the Western
Hemisphere. The growth in the ratio of debt to
exports for countries with recent debt-servicing
problems was striking, particularly given that the
growth in nominal debt for this group was similar
to that of countries without debt-servicing prob-
lems (Chart 16). For many countries the burden

of existing debt remains a very serious constraint
on economic development. This is especially true
for the small, low-income countries and the heavily
indebted, middle-income countries.

Nonetheless, the overall debt-service ratio of the
developing countries fell from 22 percent in 1986
to 20 percent in 1987. In addition to the rise in
export earnings, part of this adjustment was asso-
ciated with the impact of debt-restructuring op-
erations, which reduced the debt-service burden
in 1987 by about 9!/2 percent of exports. (Such
arrangements reduced average annual repayments
by $40 billion annually in 1983-86 and by over
$70 billion in 1987.) Once again, separate devel-
oping country groups faced sharply different cir-
cumstances. Countries in the Western Hemisphere
continued to face particularly heavy debt-service
payments (their debt-service ratio in 1987 was 38
percent), which reflected the large share of their
debt that was held by commercial lenders. On the
other hand, the seriousness of the debt-service
burden of the small, low-income countries, many

Table 11

Developing Countries: Debt and Debt-Service Ratios, 1980-87
(In percent of exports of goods and services, except where otherwise stated)

Total debt (in billjpns of U.S. dollars)
Debt ratio1

1980

633

82

1981

744

95

1982

842

119

1983

894

133

1984

940

133

1985

1,016

150

1986

1,102

169

1987

1,217

158
By region

Africa
Asia
Europe
Middle East
Western Hemisphere

By miscellaneous criteria
Capital importing countries

Official borrowers
Countries with recent debt-

servicing problems

Debt-service ratio2

By region
Africa
Asia
Europe
Middle East
Western Hemisphere

By miscellaneous criteria
Capital importing countries

Official borrowers
Countries with recent debt-

servicing problems

92
71
127
27
183

114
156

153

13

14
9
25
4
33

19
14

27

119
74

133
34
210

129
181

188

16

17

IP
22
5
42

22
16

33

155
87
141
46
272

155
219

241

19

21
12
23
6
52

25
17

40

171
92
146
61
290

164
244

257

18

23
11
21
8

41

22
20

33

171
87
144
71
273

157
257

248

19

26
11
22
10
41

23
23

34

192
101
159
83
296

173
295

270

21

29
13
25
10
40

24
27

34

239
101
167
115
352

185
325

310

22

29
14
26
14
45

25
25

36

241
91
168
110
341

173
346

306

20

25
14
25
12
38

22
23

30

1 Total debt at year-end as percentage of exports of goods and services in that year.
2 Actual payments of interest on total debt, plus actual amortization payments on long-term debt, as a percentage of exports of goods and services.
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of which are situated in Africa, was more a reflec-
tion of the large absolute size of their debt relative
to their export performance. It is noteworthy that,
throughout the 1980s, the share of exports de-
voted to debt-service payments by countries with

34

recent debt-servicing problems has been about
twice that of the group of countries that have
avoided such difficulties (debt-service ratios for
the two groups in 1987 were 30 percent and 17
percent, respectively).
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Chapter 2

Policies and Activities of the Fund

SURVEILLANCE

One of the principal functions of the Fund is to
act as a permanent institution in which member
countries examine each other's economic policies
and the functioning of the world economy at large.
In this connection, the Fund has a specific respon-
sibility to exercise firm surveillance over the ex-
change rate policies of member countries.9 The
first part of this chapter reviews the procedures
by which the Fund conducts its surveillance re-
sponsibilities and describes the views the Fund has
expressed concerning key economic developments
in the past year.

Prospects for the world economy and the inter-
action of policies among countries are regularly
reviewed by the Fund's Executive Board and sub-
sequently by the Interim Committee.10 These re-
views are based on the staffs World Economic Out-
look report, which contains a comprehensive analysis

9 This activity is governed by Article IV, Section 3(6) of the
Articles of Agreement and is conducted according to the principles
and procedures set forth in the document "Surveillance over
Exchange Rate Policies." See Executive Board Decision No. 5392-
(77/63), adopted April 29, 1977, as amended by Decision No.
8564-(87/59), adopted April 1, 1987, Selected Decisions of the
International Monetary Fund and Selected Documents, Thirteenth
Issue (Washington, April 30, 1987), pp. 9-14 (hereafter referred
to as Selected Decisions). As discussed below, this decision was
amended effective April 22, 1988; see Appendix III.

10 The Executive Board is a permanent decision-making organ
currently comprising 22 Directors elected or appointed by member
countries or groups of countries and chaired by the Managing
Director. The Interim Committee is an advisory, body composed
of 22 Fund Governors (ministers of finance or central bank
governors), representing the same constituencies as in the Fund
Board. Normally, the Interim Committee meets twice a year, in
April and at the time of the Annual Meetings in September/October.
In this Report, "Board" refers to the Executive Board of the Fund;
references to the Board of Governors are stated fully. ^

of short-term and medium-term prospects for the
world economy as well as for the economies of
individual Fund members and country groupings.
Besides establishing a global context for the sur-
veillance that is conducted in periodic Article IV
consultations with individual member countries,
the World Economic Outlook exercise provides a
basis for identifying potential conflicts and ten-
sions that may arise among countries on the basis
of unchanged economic policies. It also constitutes
a framework for monitoring and analyzing other
issues, such as the debt situation.

On occasions, if world economic conditions
change markedly between the regularly scheduled
discussions of the World Economic Outlook, the
Board may decide to hold additional discussions.
One such supplementary discussion was held in
January 1988 on the global implications of the
sudden sharp decline in equity prices that had
occurred in October 1987. In addition, the Board
reviews on a regular basis developments underly-
ing current trends in exchange markets.

While the World Economic Outlook exercise
provides the opportunity for members to review
economic prospects and policies in a global con-
text, the Fund's consultations with individual
member countries are the primary means for the
exercise of surveillance over exchange rate poli-
cies. In addition, a monitoring system brings to
the attention of the Board any large changes in
members' real effective exchange rates.

Article IV consultations with most countries take
place annually. They focus on economic develop-
ments and policies in the member country con-
cerned and particularly on how these policies af-
fect the exchange rate and external accounts. Such
assessments require a comprehensive analysis of
real economic developments and prospects as well
as an examination of the country's fiscal, monetary,
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and balance of payments accounts. The particular
focus of individual Article IV consultations de-
pends on the characteristics of the member coun-
try concerned, as well as on circumstances in the
world economy. In recent years, given the large
imbalances in payments positions, both in indus-
trial and developing countries, and the difficult
debt situation facing many developing countries,
increasing attention has been devoted to the
medium-term sustainability of balance of pay-
ments positions, to the restoration of medium-
term external creditworthiness, and to the role of
structural policies in improving economic per-
formance. Nonetheless, the ultimate focus has re-
mained on the international implications of devel-
opments and policies in individual countries.

THE INTERNATIONAL ECONOMIC SITUATION

In their discussions of the World Economic
Outlook during the financial year ended April 30,
1988, the Board and the Interim Committee con-
sidered that economic expansion in the industrial
countries is likely to be sustained in 1988 and
1989, albeit probably at a more moderate pace
than in 1987. However, a less encouraging sign is
the recent slowing in growth of developing coun-
tries, and continuing evidence of debt difficulties
among many heavily indebted countries.

Looking ahead to the medium term, that is the
period through 1992, the Board and the Interim
Committee noted a number of important uncer-
tainties on the horizon. Despite signs that external
imbalances among the largest industrial countries
are beginning to diminish in real terms, they
continue to be larger than can be considered
sustainable in the medium term. Reflecting these
concerns, policy discussions in the Fund continued
to emphasize the need for further policy adjust-
ments in line with the Louvre Accord and subse-
quent statements by the Group of Seven (see
Box 1 in Chapter I).11 There was general agree-
ment that it would be counterproductive at the
present time to look to further exchange rate
adjustments to deal with the disequilibria that still
remain. Instead, it was felt that enhanced coordi-
nation of domestic economic policies should play

11 The Group of Seven comprises Canada, France, the Federal
Republic of Germany, Italy, Japan, the United Kingdom, and the
United States.

an important role in supporting the international
adjustment process. This appears to be the best
way of ensuring that the large changes in exchange
rates since 1985 are adequately reflected in changes
in payments positions.

It was generally accepted that countries with
unsustainable payments deficits should take steps
to restrain the growth of domestic demand, using
an appropriate mix of fiscal, monetary, and struc-
tural policies to raise national savings levels and
promote efficiency of resource allocation. Surplus
countries, on the other hand, need to ensure that
domestic demand continues to grow at a satisfac-
tory pace and that domestic obstacles to higher
levels of economic activity are eliminated.

Discussions of industrial countries' economic
policies in the context of the World Economic
Outlook exercise have noted the limitations of
demand management policies and the importance
of avoiding fine tuning. Thus, adaptations of mon-
etary and fiscal policies should respect the
medium-term objective of establishing and main-
taining a strong fiscal position, curbing the growth
of government expenditure, and creating a stable
financial environment. Increased attention has been
given to the role of microeconomic reforms in
strengthening overall economic performance and
improving the capacity of economies to adjust to
changing circumstances and deal with payments
disequilibria.

Concerning economic trends in developing
countries, the Board and the Interim Committee
noted that 1987 was somewhat disappointing, with
a deceleration in output growth and a fairly wide-
spread acceleration in inflation. The increase of
commodity prices in the latter part of the y«ar
appears to have improved the prospects for higher
growth, but a strengthening in the quality and the
quantity of domestic investment will be needed to
take proper advantage of any improvement in the
external environment. Thus, developing countries
will have to persevere with efforts to reduce budget
deficits, increase returns to savers, and maintain
realistic exchange rates; the latter would help
discourage capital flight. In addition, an essential
requirement for higher growth is for savings to be
channeled into genuinely productive investment,
to reverse the decline in productivity observed in
many countries over the past decade. To achieve
this, it will be necessary in many cases to rationalize
the structure of relative prices and to ensure that
adequate public infrastructure exists to support
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productive activity in the private sector. Structural
reforms are thus just as important to domestic and
external adjustment in the developing countries as
they are in the industrial world.

Beyond the requirement of improved domestic
policies, it was emphasized that a stable interna-
tional environment is vitally important for the
economic prospects of the developing countries.
Developing countries remain vulnerable to any
adverse market reactions or increases in protec-
tionism that might result if the needed policy
adjustments are not sustained by the industrial
countries.

Growth prospects for developing countries are
also critically dependent on relations with external
creditors. Some indicators of the debt situation
point toward an improvement in 1987; the strong
growth of the developing countries' export earn-
ings, for example, permitted both a recovery of
import growth and the first significant decline in
the ratio of debt to exports since the onset of the
debt crisis in 1982. However, the situation of the
most indebted countries has remained difficult.

Discussions in the Board and the Interim Com-
mittee on the international financial system have
underlined the importance of multilateral surveil-
lance and of cooperative solutions to the challenges
facing the world economy. The intensification of
policy coordination among the major industrial
countries following the Louvre Accord, as recon-
firmed in their statement of December 22, 1987
and the Group of Seven communique of April 13,
1988, is a key element in the efforts to promote
stability in financial markets and to sustain growth
throughout the world economy. At the same time,
it is essential to persevere with efforts to prevent
a relapse into intensified protectionism, which would
be a destructive and self-defeating way of tackling
problems in the international trade area.

ARTICLE IV CONSULTATIONS

As noted above, Article IV consultations provide
the Fund with the opportunity to review and
comment on economic policies and developments
in individual countries. The following brief sum-
mary deals with some of the main conclusions of
Article IV consultations during the past year, be-
ginning with the large economies with the biggest
impact on international conditions and continuing
with aspects of Article IV consultations for other
groups of members.

• By the end of 1987, the current expansion of
the economy of the United States, which began in
1982, had become the longest peacetime expan-
sion in that country since the end of the Second
World War. This upswing has been sustained in
spite of the stock market reversal of October 1987
and has been accompanied by relatively moderate
wage and price inflation and by a large decline in
unemployment. The expansion has had important
growth-supporting effects on the rest of the world.
Nevertheless, the external and fiscal imbalances
that have emerged in the United States during the
recovery continue to be a concern.

It was noted that there was an unprecedented
widening in the external current account deficit of
the United States between 1981 and 1987. Al-
though this deficit has recently begun to narrow,
especially in real terms, it remains unsustainably
large. A significant reduction in the budget deficit
was achieved in 1987, but external adjustment in
a context of sustained noninflationary growth re-
quires that the federal fiscal deficit continue to
decline. Strong fiscal action in the United States
would also contribute to the objective of maintain-
ing stable exchange rates.

Monetary policy in the United States can most
usefully contribute to sustained economic growth
by keeping inflationary pressures in check. Since
the behavior of the monetary aggregates is uncer-
tain, the Federal Reserve's conduct of monetary
policy has for some time been based on a variety
of economic indicators, including those aggre-
gates. The greater role of international consider-
ations in this policymaking is welcome, as was the
prompt response when stock markets declined in
October 1987. In the area of trade policy, the
authorities have generally succeeded in keeping
protectionist pressures at bay.

• The performance of the economy of Japan
during 1987/88 has surpassed most expectations.
The economic structure appears to have adapted
relatively quickly to the appreciation of the yen
since early 1985—and economic activity in 1987
has responded both to favorable terms of trade
developments and to stimulative financial policies.
Output growth has rebounded vigorously, price
stability has been maintained, and external adjust-
ment has proceeded steadily. The fiscal stimulus
introduced in May 1987 has contributed to the
expansion of domestic demand, mainly through
increased capital expenditure in the public sector.
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The tax reform measures introduced in 1987 are
also welcome. The fiscal stance of the budget for
1988/89 seems appropriate given the strength of
domestic demand. Monetary policy in Japan was
broadly accommodative during much of 1987 and
the early part of 1988. Continuation of the recent
monetary policy stance, emphasizing stable prices
and exchange rate stability, appears broadly cor-
rect. However, a close watch will be needed over
domestic prices, given the resultant fairly rapid
expansion of liquidity.

The Japanese authorities' planned structural re-
forms are welcome. There have already been sig-
nificant achievements with financial reform, but
further liberalization is needed. In the field of
trade policy, continued progress in improving ac-
cess to Japan's markets is desirable. For manufac-
tures, Japan's market is highly open in terms of
tariffs and quantitative restrictions, but there is
scope for further deregulation that would facilitate
access by foreign producers. Certain features of
the land use policy that impede the effective use
of land should be tackled vigorously. The author-
ities' efforts to proceed rapidly with further tax
reform proposals to enhance equity and to elimi-
nate distortions in the economy are appropriate.
An acceleration of structural reforms would com-
plement macroeconomic policies in reducing Ja-
pan's external current account surplus to sustain-
able levels over the medium term. Japan's recent
efforts to increase the flow of resources to the
developing countries—particularly through the
Fund and other international financial institu-
tions—are noteworthy.

• The growth of economic activity in the Federal
Republic of Germany weakened somewhat in 1987,
as the rise of domestic demand faltered and real
net exports declined. More recently, however, there
has been a strong revival in economic activity. The
rate of growth of domestic demand is the central
feature determining Germany's contribution to
world economic growth and influencing the speed
with which global current account imbalances are
adjusted. Sufficiently strong economic growth in
Germany is also desirable to reduce its high rate
of unemployment. Firm control of government
expenditure remains a central element of the
country's budgetary policy. Nonetheless, the switch
of emphasis in recent years to the reform and
reduction of taxes—exemplified by the cut in di-
rect taxes at the beginning of 1988 and the reform

package scheduled for implementation in 1990—
is welcome. In monetary policy, the authorities
have shown flexibility over the past year, particu-
larly in adjusting short-term interest rates to mod-
erate exchange market tensions. Concerning struc-
tural policies, there has been little progress to date
with reforms in a number of important areas,
particularly competition, protection, subsidization,
and regulation. It seems likely that structural ri-
gidities are a significant part of the explanation
for Germany's relatively moderate overall eco-
nomic growth in recent years; vigorous policy
actions to tackle these rigidities would be highly
desirable.

• In France, a number of significant improve-
ments in economic performance have been achieved
in recent years, including the reduction of infla-
tion, a moderation in wage costs, the restoration
of company profitability, and the consolidation of
the fiscal accounts. In addition, the authorities
have undertaken a number of important structural
reforms aimed at enhancing the efficiency of the
economy. These have included an extensive lib-
eralization of the financial system; the removal of
almost all foreign exchange, price, and credit con-
trols; the easing of various administrative impedi-
ments to labor market flexibility; and the success-
ful privatization of a number of publicly owned
enterprises. Nonetheless, there remain causes of
concern. Unemployment is high, industry has lost
market shares both at home and abroad, and the
current account balance has moved back into def-
icit. Given the weakening of the external position,
there is a continuing need for policies of financial
restraint, wage moderation, and structural reform.
In this vein, the authorities have taken actions to
reduce the central government budget deficit and
the burden of taxes. In the area of monetary
policy, they have successfully switched from a
system of credit controls to a system of monetary
control based on interest rates. Interest rates were
reduced by 1A of 1 percentage point in late May
1988, although they remain high in real terms.

• In the United Kingdom, economic activity has
been expanding at a rate above the average of the
other major industrial countries. Productivity has
continued to rise rapidly and unemployment,
though still high, has come down significantly from
the peak reached in 1986. Structural reforms have
contributed to these achievements by strengthen-
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ing the supply side of the economy. Important in
this connection have been the authorities' recent
initiatives to improve the working of labor mar-
kets, and the major progress that has been made
in restructuring financial markets. A source of
concern is inflation. Although productivity growth
has been rapid, wages are continuing to rise faster
than in other major industrial countries. In addi-
tion, the external current account has weakened
somewhat since 1986. The implementation of
monetary policy in the period since the Louvre
Accord has generally given greater weight to the
stability of the exchange rate, particularly against
the deutsche mark. In the face of heavy upward
pressure on sterling in March-April 1988, how-
ever, the authorities allowed the pound to rise
significantly against the deutsche mark, while low-
ering interest rates somewhat.

• Economic performance in Italy presents a
somewhat mixed picture. While the growth of
GDP and investment in 1987 was satisfactory,
there was a weakening of the process of fiscal
adjustment. This contributed to a sharp expansion
in domestic demand, a slowing in the momentum
of disinflation, and a weakening in the external
current account. The worsening of the fiscal po-
sition added to the burden on monetary policy, as
reflected in a rise in interest rates from mid-1987
and the temporary introduction of credit ceilings
and tightening of exchange controls, which were
removed after a short period. Given Italy's com-
mitments within the European Monetary System,
and the authorities' intention to proceed toward
financial integration in Europe, a determined re-
sumption of the convergence of Italy's economic
performance toward that of its main trading part-
ners is desirable. Apart from the need to rein in
the growth of public indebtedness, there is a need
for a restrained stance of monetary policy, not
only for continued progress on the price front but
also as a necessary underpinning for wage mod-
eration. There is also a need for structural im-
provements, including measures to increase flexi-
bility in the labor market.

• In Canada, while the economic expansion that
started in early 1983 has continued with consid-
erable momentum, there has been increased con-
cern that cost-price pressures have intensified.
Substantial progress has been made over the past
few years in correcting the fiscal imbalance. Never-

theless, the federal budget deficit remains large,
and further steps are needed to ensure that the
fiscal correction that is planned over the medium
term is in fact achieved. The authorities recognize
that the best way for monetary policy to contribute
to sustained economic growth is to continue to aim
at price stability. Their actions in 1987 to curb
monetary expansion in response to a rapid rise in
the degree of resource use and certain signs that
inflation might begin to accelerate were appropri-
ate and contributed to a further strengthening of
market confidence in the Canadian dollar. The
Government's continued efforts to improve effi-
ciency by curbing public sector involvement in the
economy and reducing obstacles to the play of
market forces are welcome. The comprehensive
tax reform that the Government began to imple-
ment in 1987 may bring substantial benefits in
terms of higher output in the long run. The Free
Trade Agreement with the United States, which is
still in the process of being ratified, should also
contribute to improved long-term performance in
the Canadian economy.

• Article IV consultations with smaller industrial
countries and developing countries have reflected the
varying circumstances facing individual members.
The Board's consideration of the appropriate stance
of policies in these countries has continued to
focus on the need for sound macroeconomic pol-
icies, but has given increased attention to structural
reforms, the sustainability of policies in a medium-
term context, and the need for trade liberalization.

• For many smaller industrial countries, measures
to facilitate labor mobility and increase the flexi-
bility of wage determination (including modifica-
tion or suspension of wage indexation) continue
to be of central importance, along with tax reform.
Also of growing importance have been efforts to
deregulate domestic financial markets and to lib-
eralize international capital markets. In addition,
competitive forces have been strengthened in a
range of product markets through the revision of
policies affecting specific industries, including in
particular the transport, telecommunications, and
energy sectors. Article IV consultations with smaller
industrial countries have generally stressed the
need for intensified efforts to remove structural
rigidities, within the framework of stable macro-
economic policies.
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• In developing countries, the range of measures
required to strengthen economic performance is
wide and depends to a considerable extent on
individual circumstances. Among those measures
most frequently stressed in Article IV consulta-
tions have been the reduction of fiscal imbalances
and administrative rigidities; improvements in the
efficiency of public enterprises; elimination of price
distortions through more market-oriented pricing
mechanisms; and the phasing out of administrative
controls in goods, labor, and financial markets.
Other policy areas that frequently receive attention
include: reforms to improve the tax system; changes
in expenditure policies to reduce the level of public
subsidization; reforms of the financial system (in-
cluding allowing greater scope for market forces
to operate in the determination of interest rates);
measures to increase the role of markets in deter-
mining exchange rates; and the removal of ex-
change and trade restrictions.

Considerable emphasis in Article IV consulta-
tions with developing countries continues to be
placed on the need to pursue noninflationary
financial policies. Recommended measures in-
clude—in addition to the containment of rates of
monetary expansion—the reduction of fiscal defi-
cits, particularly by limiting the growth of public
expenditures and by wage restraint, with public
sector pay policies being called upon to set the
example.

The appropriateness of exchange rate policies
continues to be a primary focus of consultations
with developing countries. The analysis of ex-
change rate policies is pragmatic. It is based pri-
marily on developments in real effective exchange
rates and their implications for immediate and
prospective balance of payments performance, as
well as for diversification of the export base. This
analysis is often supplemented by broader indica-
tors of competitiveness, such as the profitability of
particular goods and specific sectors, general wage
and cost pressures, developments in parallel ex-
change markets, and the relationship between the
level of the exchange rate and the restrictiveness
of the exchange and trade system.

In general, exchange rate policies in developing
countries appear to have been more appropriate
in 1987/88 than previously. The real effective
exchange rates for many developing countries,
which in the early 1980s had been at levels that
appeared to be incompatible with a viable balance
of payments position, have subsequently reverted

to levels that have strengthened international com-
petitiveness and improved the prospects for
export-led expansion. Further, the adoption of
more flexible exchange rate arrangements in a
number of developing countries has been accom-
panied by a liberalization of exchange and trade
controls, including a reduced reliance on multiple
currency practices. In certain cases where the
competitive position of a country has been a source
of potential concern, but importance has been
attached to the stabilizing influence of a fixed link
to another currency, it has been considered pref-
erable to avoid exchange rate depreciation and to
focus policy efforts on a tightening of financial
policies and on wage restraint.

TRADE POLICY ISSUES

Trade policy issues are an important aspect of
the Fund's surveillance activities, and receive at-
tention both in the World Economic Outlook and
in Article IV consultations. The Fund stresses the
importance of resisting protectionist pressures and
of rolling back existing restrictions. Liberal-
ization is seen as important in industrial countries,
both to improve resource allocation in these coun-
tries themselves and to promote a more conducive
environment for growth and adjustment in the
rest of the world. In this connection, the need to
liberalize trade in agriculture has received partic-
ular attention. For many developing countries, the
reduction of subsidies and the liberalization of
trade regimes are seen as a necessary condition to
enable them to strengthen economic performance
and implement effectively a growth-oriented ad-
justment policy.

In addition to the treatment of trade questions
in the World Economic Outlook and in Article IV
consultations, the Board reviewed developments
and issues in trade policy on two other occasions
during the year ended April 30, 1988. These
discussions covered recent trends in protection, its
causes and effects, the prospects for trade reform
in the context of the Uruguay Round of trade
negotiations, and the role of the Fund in the trade
area. They led the Board to reiterate its strong
support for trade liberalization, in particular since
such policies promote the balanced growth of
world trade, help sustain economic growth, and
facilitate the management of the debt problem.

Protectionist pressures in the 1980s have been
fueled by macroeconomic imbalances—including
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persistent trade deficits and misaligned exchange
rates, high levels of unemployment in many coun-
tries, and the difficulties that shifts in comparative
advantage have created for particular sectors. A
troubling feature of recent protectionist measures
is the frequent resort to discriminatory nontariff
barriers. In addition, trade conflicts have become
more frequent, and greater use has been made of
retaliation to encourage trading partners to change
their practices.

Following the tariff reductions implemented un-
der successive rounds of multilateral trade nego-
tiations, nontariff barriers appear to have become
at least as important as tariffs as instruments of
protection. Voluntary export restraints, consisting
of bilaterally agreed measures to restrict export
volumes, are a common type of nontariff barrier
and are usually applied against the more efficient
suppliers. Discretionary licensing systems often
focus restrictions on imports that compete with
domestic production. Nontariff barriers reduce
the transparency of the world trading system be-
cause they are not always publicized and because
their impact on trade is difficult to measure.

Agricultural trade has long been severely dis-
torted by the farm support systems of most indus-
trial countries and other types of government
intervention. Production subsidies have led to
overproduction, which has depressed the terms of
trade of agricultural exporters and distorted geo-
graphical production patterns. Recent agricultural
policy reforms undertaken by a number of indus-
trial countries are welcome, but they are not, by
themselves, expected to reduce the imbalance be-
tween world demand and supply greatly, unless
they are followed by further measures.

A trend toward trade liberalization has recently
emerged in developing countries, often in the
context of adjustment programs supported by the
Fund and the World Bank. A number of countries
that have adopted more flexible exchange rate
regimes have also eliminated major trade restric-
tions, and several countries have replaced quotas
with tariffs as the main instrument of protection.
Nevertheless, protection in developing countries
has remained high. In an attempt to deal with
balance of payments and debt-servicing problems,
some developing countries have made increased
use of countertrade arrangements.

In its surveillance activities, the Fund stresses
the complementarity of trade liberalization and
macroeconomic adjustment. Protectionist pres-

sures are likely to persist unless policies that ad-
dress the fundamental causes of such pressures
are adopted. Progress toward an orderly correc-
tion of fiscal and external imbalances is a necessary
condition for the abatement of trade tensions.
Trade tensions would be further eased by struc-
tural policies in industrial countries aimed at re-
ducing surplus capacity both in a number of in-
dustrial sectors and in the agricultural sector.

Macroeconomic imbalances and exchange rate
misalignments do not, of course, justify protection.
Indeed, trade restrictions and internal barriers to
the movement of factors of production tend to
exacerbate the difficulties created by inappropriate
macroeconomic policies. The Fund, through its
contacts with member countries, emphasizes the
benefits of trade liberalization both to the country
undertaking it and to its trading partners. For
example, freer access of developing countries to
industrial country markets would serve the dual
purpose of strengthening developing countries'
debt-service capacity and helping them gain do-
mestic political support for their trade liberaliza-
tion efforts. It would also help curb inflation in
industrial countries and improve prospects for
additional exports to the developing world.

Though not participating directly in the nego-
tiations of the Uruguay Round, the Fund plays a
constructive role through its efforts to promote a
stable international environment and through its
surveillance over the exchange rate and macro-
economic policies of its members. The Fund also
urges countries to observe the standstill and roll-
back commitments contained in the Punta del Este
Declaration and has underlined the importance of
avoiding resort to discriminatory, bilateral meas-
ures. In pursuing its role, the Fund has continued
its active cooperation with the General Agreement
on Tariffs and Trade (GATT).

ANALYTICAL ISSUES IN SURVEILLANCE

A key requirement for the effectiveness of the
Fund's surveillance work is to develop a suitable
analytical basis to deal with the changing issues
and concerns confronting member countries. For
the past several years, a central preoccupation of
policymakers has been to find ways of strength-
ening the mutual consistency of economic policies,
in a world of high capital mobility and flexible
exchange rates. To support this objective, efforts
have been made to develop indicators of economic
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performance and policies that would underpin the
process of international economic policy coordi-
nation (see Box 3).

Developments in the use of indicators in the
Fund have involved both the Interim Committee
and the Executive Board. In September 1987, the
Interim Committee endorsed the extended use
that was being made of indicators in surveillance
and the medium-term focus that was being im-
parted to the analysis, and it urged the develop-
ment of criteria that would be helpful in judging

the sustainability and desirability of the evolution
of a limited set of key economic variables. The
Board discussed issues related to indicators on two
occasions, in July 1987 and in January 1988.

The July 1987 discussion dealt with specific
issues related to the implementation of the indi-
cators approach, including that of how to develop
procedures for monitoring economic indicators so
as to enhance policy dialogue and policy coordi-
nation. The World Economic Outlook exercise,
the results of which are discussed in the Board

Box 3
ECONOMIC INDICATORS AND POLICY COOPERATION

The Fund has been working actively on the use of
indicators since 1986, with a view to promoting policy
cooperation while preserving the flexibility of the
floating exchange rate system. In the Tokyo Eco-
nomic Declaration of that year, the heads of state or
government of the seven major industrial countries
requested their finance ministers to "review their
individual economic objectives and forecasts collec-
tively at least once a year," using specified indicators,
"with a particular view to examining their mutual
compatibility." The indicators specified were GNP
growth rates, inflation rates, interest rates, unem-
ployment rates, fiscal deficit ratios, current account
and trade balances, monetary growth rates, reserves,
and exchange rates. It was noted that the Managing
Director of the Fund would participate in the review
of indicators by major industrial countries.

Subsequently, the Fund began to incorporate the
use of indicators more explicitly in its World Eco-
nomic Outlook analysis. The Interim Committee,
meeting in September 1986, "welcomed the agree-
ment at the Tokyo summit to use indicators in con-
ducting surveillance as part of efforts to strengthen
international economic cooperation." It also "sup-
ported the greater use, in the latest World Economic
Outlook analysis, of indicators of economic policies
and performance." The Committee emphasized that
"a key focus of indicators should be on points of
interaction among national economies, in particular
developments affecting the sustainability of balance
of payments positions, and on the policies underlying
them."

This guidance was extended in the course of 1987.
At the April 1987 meeting of the Interim Committee,
Committee members said that "actual policies should
be looked at against an evolution of economic vari-

ables that could be considered desirable and sustain-
able." In pursuing this work, the Executive Board
was "encouraged to focus on a limited set of key
indicators and to appraise the international inter-
actions of domestic policies and performance in the
light of alternative medium-term scenarios."

The use of indicators in surveillance was endorsed
by the heads of state and government of the Group
of Seven countries in a communique issued at the
conclusion of the summit meeting in Venice in June
1987. That communique called on the Fund to assist
in strengthening the surveillance of the economies
of the Group of Seven countries, using economic
indicators, including exchange rates. It underlined
the role that the Fund could play in helping to
promote a constructive use of indicators to "review
and assess current economic trends and to determine
whether there are significant deviations from an
intended course that require consideration of reme-
dial actions."

The September 1987 meeting of the Interim Com-
mittee welcomed the more extended use of indicators
and the development of medium-term scenarios. The
Committee asked the Executive Board to "continue
exploring the development of criteria that would be
helpful in judging the sustainability and desirability
of the evolution of a limited set of key economic
variables."

The meeting of the Interim Committee in April
1988 welcomed the progress that has been made in
developing the use of indicators, stressed the me-
dium-term nature of the exercise, and encouraged
the Executive Board to pursue its work. A noteworthy
recent development has been the addition of a com-
modity price indicator to the indicators used in sur-
veillance by the Group of Seven countries.
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and the Interim Committee, was seen as a critical
element in this process. It was agreed that the
World Economic Outlook should provide a quan-
titative assessment of the implications of current
policies for the evolution of key economic vari-
ables. This assessment should be set in a medium-
term framework and, where appropriate, should
include alternative scenarios based on different
assumptions concerning economic policies and
market reactions.

In January 1988, the Board discussed the use
of commodity price indices as a possibly significant
indicator of future price developments. Because
commodity prices often lead movements in con-
sumer prices in industrial countries, such an early-
warning signal may complement other indicators
in providing timely information about shifts in
global inflationary tendencies. Nonetheless, the
reliability of such relationships has not yet been
thoroughly tested. Morever, because inflation of
consumer prices has been much less volatile than
that of commodity prices, it cannot be assumed
that stability of consumer prices requires stability
of commodity prices.

The Interim Committee, at its April 1987 meet-
ing, encouraged the Executive Board to pursue its
work on indicators in the context of both the
World Economic Outlook exercise and Article IV
consultations. In this regard, it was considered
that actual policies should be looked at against an
evolution of economic variables that could be con-
sidered desirable and sustainable. To the extent
that earlier multilateral assessments of policies had
identified potential sources of tensions in current
policies, Article IV consultations would be a critical
component of subsequent discussions to promote
the adoption of more satisfactory policies. Consid-
erable attention is now being directed to indicators
in consultations with major industrial countries in
order to strengthen the assessment of national
policies against the background of the multilateral
assessments of policy interactions in the World
Economic Outlook. Indicators can also play a use-
ful role in consultations with countries other than
the major industrial countries. However, in ex-
tending the use of a common framework for
assessments, care should be taken to retain the
structure of analysis best suited to each member
country's circumstances and to ensure that staff
reports are relevant to the authorities directly
concerned.

PROCEDURAL ISSUES

The procedures for surveillance that were
adopted by the Executive Board in 1977 require
the Board to review annually the general imple-
mentation of surveillance. The most recent such
review was concluded on April 22, 1988. One of
the issues covered was that of the frequency of
consultations. It was also decided that future re-
views need take place only every second year.12

The guidelines for Article IV consultations
adopted in 1983 state that Article IV consultations
should be conducted annually with certain cate-
gories of members, namely, those whose economic
developments have a substantial impact on other
countries (later specified as the 25 countries with
the largest quotas); those that are implementing
programs involving use of Fund resources; and
those for which there are substantial doubts about
the medium-term viability of their balance of pay-
ments. For other members the interval between
consultations could extend up to two years. With
the external environment and balance of payments
outlook being difficult for many member coun-
tries, the number of Article IV consultations con-
cluded each year has increased sharply, reaching
a peak of 131 consultations (covering 85 percent
of the membership) in 1985, before declining
slightly to 125 (81 percent of the membership) in
1986. The associated sharp increase in the work
load of the Board and staff led the Board to
reconsider the guidelines for consultations in July
1987. This reconsideration was aimed at econo-
mizing the resources devoted to the consultation
process, without compromising the Fund's respon-
sibility for effective surveillance.

The Board, after considering several specific
proposals, and while stressing the importance of
regular consultations for the effective implemen-
tation of surveillance, adopted two modifications
to the 1983 guidelines. The first was the introduc-
tion of a modified consultation procedure for some
countries, involving a full Article IV consultation
every second year and a simplified interim proce-
dure in the intervening year. Under this "bi-cyclic"
procedure, the frequency of staff contacts with the
authorities in member countries will be maintained
and the Board will continue to be informed of
developments and policies in these countries on a

12 Decision No. 8856-(88/64), April 22, 1988; see Appen-
dix III.
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regular basis. However, staff reports for the in-
terim consultation will be circulated only for the
information of the Board and will not normally
be expected to involve discussions by the Board.
A discussion, however, may be requested by the
member country, an Executive Director, or the
Managing Director. The coverage and analysis in
reports on the occasion of the simplified interim
procedure will remain comprehensive as far as
substantive policy issues are concerned and will
include in particular an assessment of the medium-
term viability of the member's balance of payments
and a forthright statement of policy recommen-
dations. At the time of the decision, such proce-
dures were adopted for 23 members.

The second modification was a decision that the
application of the "substantial impact" criterion be
narrowed to cover the 20 instead of 25 members
with the largest Fund quotas. At the same time,
however, it was again stressed that countries that
have significant impact regionally, or that are im-
portant competitors in world or regional markets
for certain commodities and services, should be
maintained on the standard 12-month cycle. These
changes in the procedures for implementation of
surveillance and a further lengthening of the av-
erage period between consultations have already
resulted in some saving of Board and staff re-
sources. Thus, the number of Article IV consul-
tations concluded in 1987 declined to 115 (75
percent of membership).

At the most recent review of the implementation
of surveillance by the Board, a further expansion
of the coverage of the bi-cyclic procedure was
recommended. To help further reduce the work
load of the Board and the staff, consideration was
given to using greater flexibility in the application
of regular consultation cycles, including the use
on a case-by-case basis of 15-month intervals where
a strict 12-month periodicity is not considered
essential.

EXTERNAL DEBT SITUATION AND STRATEGY

For the past six years, debt difficulties have been
a central feature of the international economic
landscape. The Fund has played a central role in
developing a cooperative strategy for dealing with
these difficulties and continues to be fully involved
in its implementation.

The Interim Committee reaffirmed the case-by-
case debt strategy at its April 1988 meeting, em-

phasizing three requirements: the sustained imple-
mentation of growth-oriented adjustment and
structural reform policies by debtor countries; the
maintenance of a reasonably favorable interna-
tional environment; and an adequate flow of fi-
nancing to debtor countries from official, multilat-
eral, and private creditors.

As noted in the Interim Committee commu-
nique, there have been a number of positive de-
velopments in the debt situation. One important
achievement has been the significant external ad-
justment in many indebted countries, as described
in Chapter 1. In addition, the threat of a serious
dislocation of the international financial system
has been contained. Also, the international bank-
ing system has been substantially strengthened,
with the balance sheets of the major banks in most
industrial countries showing marked improve-
ments in capital-asset ratios since 1982.

Nevertheless, serious problems remain that call
for the continuation of strong cooperative efforts.
Policy reforms in a number of debtor countries
have not been undertaken with the desired speed,
scope, or intensity. In addition, the international
economic environment has continued to be diffi-
cult, with intensified protectionist pressures, high
real interest rates, substantial variability in key
currency exchange rates, relatively modest growth
in world trade and, in particular, a fall in the terms
of trade for developing countries that is estimated
at some 20 percent from 1982 to 1987. This terms
of trade deterioration has offset much of the real
adjustment that indebted countries have achieved;
as a result, in many of these countries the expected
easing in debt-service burdens has not material-
ized. On the contrary, the debt-to-exports ratio of
countries with recent debt-servicing problems rose
from an average of about 170 percent in 1980-81
to about 300 percent in 1987. Although growth
has resumed in many countries with debt difficul-
ties, it is still modest—well below the rates experi-
enced during the 1960s and 1970s—allowing little
room for an expansion in per capita consumption.
This difficult economic situation has been a factor
in the continued low net private lending to devel-
oping countries.

The intensity of debt difficulties in 1987 was
reflected, inter alia, in announced suspensions of
interest payments to commercial banks by Brazil,
Ecuador, and Cote d'lvoire, protracted payments
arrears in several other of the 15 heavily indebted
countries, and serious delays in assembling bank
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financing packages. This intensification of diffi-
culties helped prompt significant increases in loan-
loss provisions by a number of large banks in some
major financial centers and a sharp decline in the
prices of the sovereign debt of some countries in
the secondary market. In the latter part of 1987
and early 1988, however, some progress was made
in reducing these strains.

Adequate external financing is crucial for the
debt strategy, because it supplements the domestic
resources needed to foster economic growth and
enable countries to service their international ob-
ligations. It also helps the authorities in debtor
countries to mobilize the social consensus needed
for a steady implementation of adjustment and
structural reform policies. Restructuring arrange-
ments reached between 1983 and 1987 (including
multiyear restructuring arrangements) covered over
$300 billion of commercial bank loans. However,
commitments of new finance under concerted bank
lending, which had amounted to over $15 billion
a year during 1983 and 1984, fell to an average
of $5 billion in 1985-86 and were only $2.4 billion
in 1987. Moreover, delays were encountered in
finalizing some commercial bank financing pack-
ages. Non-debt-creating flows have not offset this
decline, with direct investment, in particular, being
disappointingly low in recent years.

To address the concerns about exposure and
the diverging interests among commercial banks,
as well as debtor countries' worries about increas-
ing their stocks of nonconcessional debt, a variety
of financing options have been developed. For
example, the "menu approach," adopted in a pack-
age negotiated with Argentina in August 1987,
combines more traditional financing mecha-
nisms—such as interest rate options, cofinancing,
parallel financing, and debt conversion—with more
recent innovations, such as alternative participa-
tion instruments, securitized new money claims,
and fees to encourage early participation (see
Box 4).

The Interim Committee considered that the
Fund should continue to support market-based
approaches voluntarily agreed between debtors
and creditors that would help restore normal ac-
cess to external financing within a reasonable time
frame. The Committee welcomed the emergence
of financing techniques—such as debt-equity con-
versions and other forms of debt exchange—that
could work to reduce the existing stock of debt
and enhance prospects of repayments.

Assurances on bank financing are important to
the Fund for three reasons—to ensure that sound
adjustment programs are fully financed, to safe-
guard Fund resources, and to encourage other
sources of external financing. Where concerted
financing from commercial banks has been re-
quired to finance fully a Fund-supported adjust-
ment program, a "critical mass" of bank commit-
ments has normally been required prior to Board
approval of arrangements. Timely and adequate
financial support from all creditor groups remains
essential to facilitate the pursuit of growth-
oriented adjustment policies. The Fund does not
have the mandate or the resources to take on the
financing role that should fall to private and other
official creditors.

Over the past several years, for some of the
countries that have made progress in their adjust-
ment efforts, commercial banks and official credi-
tors have agreed to multiyear restructuring agree-
ments (MYRAs). In two of these cases (Venezuela
and Yugoslavia), restructurings have been based
on the "enhanced surveillance" procedure devel-
oped by the Fund in 1984-85. The Board has
held two reviews of enhanced surveillance, in March
1987 and March 1988. In these reviews, the Board
concluded that the procedure, as adopted initially,
remains appropriate, but that it is essential that
members using enhanced surveillance demon-
strate a strong record of adjustment and that
creditors continue to exercise appropriate influ-
ence. The Fund's role in this connection was seen
as one of influencing members' authorities to adopt
and maintain appropriate policies through a close
process of consultation and of helping the review
and decision process of creditors through the
provision of candid assessments.

There continues to be an interest in the en-
hanced surveillance procedure, and in several
MYRAs agreed during 1985-87, the possibility of
enhanced surveillance is envisaged after the expi-
ration of an arrangement to use Fund resources.
The Board considers application of the enhanced
surveillance procedure upon the request of mem-
ber countries. Thus, Uruguay's request was ap-
proved in July 1987. Nevertheless, at this stage,
less use is being made of this procedure than had
earlier been expected, as a number of countries
have opted to continue making use of Fund re-
sources.

Multilateral development banks and official
creditors have played a growing role in providing
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Box 4
INNOVATIONS IN FINANCING INSTRUMENTS

Financing modalities in bank financial packages
have evolved progressively since the emergence of
debt-servicing difficulties in 1982-83. Financing in
1984-85 saw the use of certain financial modalities—-
currency redenomination, interest retiming, onlend-
ing/relending, trade facilities, cofinancing, debt con-
version—and modifications in terms. These adapta-
tions reflected a desire to tailor these packages more
closely to the needs of both the creditors and debtor.
Some more recent developments in financing tech-
niques are described below.

• Debt conversions rose rapidly in 1987. Under
official schemes operating in seven countries (Brazil,
Chile, Costa Rica, Ecuador, Honduras, Mexico, and
the Philippines) $3.9 billion of debt was converted,
compared with an annual average of $1.5 billion
during 1985—86. A number of recent regulatory
changes and rulings in creditor countries, particularly
in the United States and Japan, facilitated such con-
versions.

• Further moves toward securitization—the substi-
tution of more tradable financial assets for bank book
claims—were reflected in the financing agreements
with Argentina and Ecuador and in the Mexican debt
exchange.

• Alternative participation instruments (APIs) were
designed to allow banks, especially those with small
exposures, to exchange their book claims for bonds
with a lower interest rate and longer maturity than
associated with the traditional terms for restructuring
for new money. In return, these banks were permit-
ted to "exit" from the restructuring and new money
process. Commercial banks' requests for APIs have
been very limited so far, as banks have considered
the actual pricing of these "exit" options to be unat-
tractive. The Argentine new money bonds provided
banks with the option to receive up to $1 million of
their commitment to the new money package in the
form of U.S. dollar-denominated bearer bonds.

• A debt exchange scheme was proposed by the Mex-
ican authorities in late 1987. Under the scheme,
certain existing medium-term debt could be ex-
changed voluntarily for newly issued 20-year Mexi-
can bonds, which would be collateralized by a
20-year zero coupon U.S. Treasury bond. The price
at which the actual exchange took place was deter-
mined through an auction, with banks being invited
to submit bids and the Mexican Government deter-
mining the amount and price at which such offers
were accepted. The auction was completed in Feb-
ruary 1988, when $3.7 billion in existing bank debt
was exchanged for $2.6 billion in new bonds.

• Debt buy-backs permit countries to repurchase
their debt at a discount using international reserves
or foreign exchange obtained from official or private
sources. The Bolivian buy-back scheme allows that
country to purchase back its bank debt at a steep
discount using donated funds. Bolivia is purchasing
about half of its bank debt at a price of 11 cents per
dollar of face value. The Fund, through the estab-
lishment of a voluntary contribution account, is ad-
ministering the receipt and disbursement of dona-
tions made for the purpose of the buy-back.

• Interest retiming essentially extends the interval
between interest payments, permitting a country to
defer one or more interest payments. The interest
base option is usually adjusted to reflect the extended
interest periods. For example, associated with a switch
from quarterly to semiannual interest payments would
be a change from a three-month to a six-month
LIBOR interest base. Retiming thus enables banks to
extend finance without committing new money.

• Performance incentives for either the banks or a
debtor country have been included in several recent
restructuring agreements. These packages included
an early participation fee for banks. Bankers believed
that such fees have played an important role in
accelerating commitments.

financial support for heavily indebted countries.
Net disbursements to these countries by the World
Bank rose from $1.4 billion in 1980 to $2.3 billion
in 1987, with the share of policy-based lending
rising rapidly over the period. In addition to their
direct lending operations, multilateral develop-
ment banks have helped mobilize sizable flows

from official donors and commercial banks through
various techniques, including cofinancing, parallel
financing, and guarantees.

Official creditors have provided very substantial
amounts of debt relief through the Paris Club. In
1987, 17 rescheduling agreements were concluded
for an unprecedented total estimated at $25 bil-
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lion. Of this amount, $19 billion was accounted
for by rescheduling agreements concluded with
three countries: Brazil, Egypt, and Poland. In
response to the protracted problems of the poorest
indebted countries, Paris Club creditors agreed in
mid-1987 to consider, on a case-by-case basis,
stretching the repayment period to between 15
and 20 years, with a corresponding lengthening
of the grace period to up to 10 years. (For all
other debtor countries, a maturity of 10 years with
5 years' grace remains the maximum.) Earlier in
1987, Paris Club creditors had decided to consider,
on an exceptional and case-by-case basis, resched-
uling agreements for low-income countries that
have Fund arrangements under the structural ad-
justment facility (SAF). By mid-1988, such agree-
ments had been reached for Guinea-Bissau, Mo-
zambique, Niger, and Uganda. For other cases,
however, an upper credit tranche arrangement
with the Fund continues to be the norm required
by Paris Club creditors for a rescheduling.

On the part of international financial institu-
tions, the establishment of the enhanced structural
adjustment facility (ESAF) has effectively tripled
the amount of concessional resources that the
Fund can make available to countries undertaking
strong growth-oriented adjustment programs. The
World Bank has received substantial support from
donors for its special program of action to assist
the low-income, debt-distressed countries of Af-
rica, and the eighth replenishment of the Inter-
national Development Association is ready for dis-
bursement. In addition, the proposed general capital
increase for the World Bank has entered into
effect. Some of the regional development banks
have also substantially augmented the resources at
their disposal through capital increases and re-
plenishment of concessional windows.

Despite these positive steps, the external debt
situation of a number of low-income developing
countries remains extremely difficult. It is essential
that adequate and timely concessional assistance
be provided to support low-income countries that
undertake strong programs of structural reform
and macroeconomic adjustment. For these coun-
tries, new financing flows, including debt resched-
uling, must be provided on terms that are appro-
priate to their circumstances. The retroactive
conversion of existing official development assis-
tance to grants, which involves, in effect, writing
off or writing down outstanding debt, is being
applied to such countries by a number of donors.

Furthermore, there is a need in such cases to
improve the coordination of support from all
donors and creditors; the policy framework pro-
cess (see below) that has been developed in con-
nection with the SAF can play a major role in this
respect.

FUND FINANCIAL SUPPORT OF ADJUSTMENT
PROGRAMS

An important means by which the Fund fulfills
its purposes is through the provision of financial
resources in support of programs of economic
adjustment in member countries. There are sev-
eral vehicles by which Fund financial support is
provided. These include stand-by arrangements
(typically covering adjustment programs of one-
two years); extended arrangements (generally cov-
ering somewhat longer programs of up to three
years); compensatory financing of temporary ex-
port shortfalls; buffer stock financing; and lending
to low-income countries under the SAF and the
ESAF. The following analysis describes a number
of key developments in policies governing these
facilities and also discusses the agreement that has
been reached to provide financing for external
contingencies. Detailed information concerning the
amounts and beneficiaries of Fund support under
the various facilities is provided in Appendix II.

CONDITIONALITY

A key feature of the Fund's financial support is
that it is made available under conditions designed
to promote effective adjustment and ensure that
the use of resources by members is temporary and
consistent with the Fund's objectives. These con-
ditions relate to the overall economic policies pur-
sued by members: such policies should permit the
return to balance of payments viability within a
reasonable time frame, while at the same time
encouraging economic growth and employment
creation, promoting financial stability, and reduc-
ing trade and payments restrictions (or avoiding
their intensification). The conditions under which
Fund resources are made available are reviewed
periodically to ensure that they remain appropri-
ate to the situations faced by member countries,
and consistent with the revolving character of the
Fund's resources.

j The latest comprehensive examination of con-
ditionality was completed in April 1988; the two
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previous examinations were in 1968 and 1979.13

In this process, the Board conducted a wide-
ranging review of issues in the design of adjust-
ment programs supported by the Fund. These
issues included the means of ensuring that adjust-
ment programs foster growth, how programs af-
fect poverty, the monitoring of structural adjust-
ment, and technical issues in program monitoring.

It is accepted that Fund-supported adjustment
programs should foster sustainable economic growth
in a medium-term perspective: programs that
strengthen the balance of payments in the short
run without laying the basis for medium-term
growth would not be sustainable. (Conversely, of
course, appropriate fiscal and monetary policies
and balance of payments viability are essential for
growth to be sustainable.) Over the medium term,
capital formation and factor productivity play a
key role in explaining growth. Given the limited
scope many countries have for additional foreign
borrowing, an essential precondition for faster
growth is the pursuit of policies aimed at strength-
ening domestic savings and improving resource
allocation. Among structural measures that have
been considered important in improving total fac-
tor productivity and growth performance are: price
reforms, including the establishment and mainte-
nance of realistic exchange rates; actions to
strengthen the efficiency of the capital structure,
in part by raising the quality of public sector
investment; and steps to lessen the distortions
caused by monopolies, skewed incidence of taxa-
tion, and trade restrictions.

The Board also discussed the implications of
Fund-supported adjustment programs for pov-
erty. While it is agreed that questions of income
distribution, as such, should not form part of Fund
conditionality, considerable importance is attached
to improving program design so as to protect the
poorest segments of the population during the
period in which adjustment policies are being
implemented. There was a broad consensus to
mitigate, without sacrificing the goals of macro-
economic adjustment, the impact of adjustment
programs on poverty, as well as for the Fund to

13 Since the adoption of the 1979 Guidelines on Conditionality
(Executive Board Decision No. 6056-(79/38), adopted March 2,
1979, Selected Decisions, Thirteenth Issue, pp. 27-29), periodic
reviews of the general experience, as called for in the 1979
Decision, have taken place at intervals of one to one and a half
years.

strengthen its capacity to respond more effectively
to members' requests for advice in this field.

The growing recognition of the importance of
microeconomic policies for growth and adjustment
has brought to the fore issues of the design and
monitoring of structural policies. The Board ad-
dressed both the broad policy issue of the role of
the Fund in promoting structural reform and the
more technical question of the suitability of alter-
native techniques for monitoring structural ad-
justment. It agreed that the Fund needs to place
more emphasis on structural reforms and growth-
oriented adjustment, and noted that current
guidelines do in fact permit such emphasis in Fund
programs when structural reform is seen as essen-
tial for external viability.

Structural reforms are expected to figure prom-
inently in programs supported by arrangements
under the SAF, the ESAF, and the extended Fund
facility, as well as in many programs supported by
stand-by arrangements complementing measures
of macroeconomic adjustment. In many cases it
may not be possible to establish the precise nature
of the link between structural reform and external
viability. Given the limited knowledge about some
of the effects of different structural policies, in-
cluding their lagged effects, it may be particularly
difficult to determine the weight to be attached to
particular types of reform. The impact of struc-
tural reforms in promoting growth is an area
where more work and experience will be needed.
Furthermore, while certain structural measures
are clearly within the Fund's traditional areas of
responsibility, others, such as the rationalization
of public sector investment programs, strength-
ening social and economic infrastructure, and pro-
moting administrative and other microeconomic
reforms, are less directly related. Deeper Fund
involvement in these areas must involve very close
collaboration with the World Bank. Such collabo-
ration should nevertheless respect the particular
competence, mandate, and experience of each
institution.

With respect to the issue of the appropriate
techniques for program monitoring, the Executive
Board has reaffirmed the principle that precise
and objective monitoring is necessary to provide
assurance to members concerning the conditions
under which they can have access to Fund re-
sources as well as to ensure the appropriate use of
those resources. At the same time, a desirable
characteristic of monitoring is that it should be
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limited to what is necessary to ensure that the
Fund's financial assistance contributes to effective
external adjustment. Prior policy actions can be
particularly important in this connection since they
give a strong start for an adjustment program and
enhance its credibility. Program reviews have a
useful role to play, particularly for the monitoring
of policies, including structural policies, that may
not be amenable to quantitative performance cri-
teria. Care must be taken, however, that the scope
of reviews is well defined and that reviews do not
become a substitute for a clear delineation of policy
intentions in performance criteria.

There would appear to be room for some ex-
perimentation with certain aspects of monitoring.
One suggestion that received broad support was
to use semiannual rather than quarterly perfor-
mance criteria in certain arrangements. The pro-
posal was considered particularly relevant for ex-
tended arrangements, given their strong structural
emphasis, longer-term orientation, and extended
repurchase periods, but it was also seen as poten-
tially relevant in some longer-term stand-by ar-
rangements with a strong structural content. Semi-
annual performance criteria were not, however,
seen as reducing the need for careful and contin-
uous tracking of macroeconomic developments.

The April 1988 comprehensive examination of
conditionality also addressed issues relating to the
guidelines on conditionality that were adopted in
1979. It was generally agreed that the 1979 guide-
lines have served the Fund well and that they
provide enough latitude for a greater emphasis to
be given to structural reforms when these are
essential to external viability. It was therefore
decided to continue for the time being with the
present guidelines but to keep them under exam-
ination as further experience is gained.

MODIFICATIONS TO FUND FACILITIES

In addition to the policy conditions under which
the Fund's resources are made available to mem-
bers, other aspects of the design of Fund facilities
are also of significance. These aspects include
limits on access to Fund resources; the conditions
for access (other than policy conditions); the ma-
turity period over which resources are available;
and the rate of charge. Developments concerning
the volume of use of the Fund's resources, charges,
and changes in maximum access limits are de-
scribed later in this chapter; the analysis immedi-

ately below discusses developments concerning other
aspects of the design of Fund facilities.

• In its reconsideration of the extended Fund
facility, the Board focused on how to make it more
effective both for supporting adjustment efforts
in comprehensive medium-term programs of mac-
roeconomic adjustment and structural reform, and
for acting as a catalyst for other sources of finance.
In particular, emphasis was placed on the sus-
tained implementation of structural reforms lead-
ing to balance of payments viability in the context
of a liberalized trade and payments regime. At the
same time, it was understood that any changes
should not jeopardize the monetary character of
the Fund or strain its liquidity.

In considering how to increase the effectiveness
of the extended Fund facility, the Interim Com-
mittee communique stated that with strong adjust-
ment programs, more Fund resources should, where
appropriate, be made available by increasing actual
access within current limits and that, in exceptional
circumstances, access might extend beyond these
limits. The Committee observed that, in present
circumstances, forceful initial policy actions would
often be needed.

Concerning the duration of arrangements, merit
was seen in allowing existing three-year extended
arrangements to be lengthened to four years where
this would facilitate sustained policy implementa-
tion and balance of payments viability over the
medium term. There was also support for changes
in the operational features of the extended Fund
facility that would tend to reduce the average rate
of charge and lengthen the average maturity dur-
ing which drawings are outstanding. These latter
changes could be accomplished by a change in the
mix of borrowed and ordinary resources used to
finance purchases from the extended Fund facility
in favor of ordinary resources.

• Following the 1987 Annual Meeting, the Board
began a detailed examination of external contingency
mechanisms in parallel with the review of the com-
pensatory financing facility. The purpose of exter-
nal contingency mechanisms is to provide addi-
tional financing to support programs that might
be thrown off track by adverse exogenous devel-
opments, and thereby to encourage members with
Fund-supported programs to sustain their policy
reform efforts. Agreement has been reached to
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combine Fund assistance for export shortfalls and
external contingencies into a single facility. It has
also been agreed that the essential features of the
compensatory financing facility should be pre-
served and that the basic features of the external
contingency component of the new facility will
include: partial compensation for the effects of
external disturbances beyond the control of the
authorities; an appropriate blend of adjustment
and financing; symmetrical adjustments in financ-
ing for favorable and unfavorable developments;
and a minimum threshold level for access to the
facility.

The new facility will have an overall access limit
of 105 percent of quota. Within that overall access,
a limit of 40 percent of quota would apply both to
the compensatory element and to the contingency
element, and an optional tranche of 25 percent of
quota would be available to supplement either
element at the choice of the member. Members
who have no payments problems other than those
arising out of shortfalls in their exports or service
earnings that were beyond their control will con-
tinue to have, as under the compensatory financ-
ing facility, access up to 83 percent of quota for
the compensatory element.

• The structural adjustment facility (SAF) was es-
tablished in March 1986 to provide concessional
balance of payments assistance to low-income
countries facing protracted balance of payments
problems and undertaking comprehensive efforts
to strengthen their balance of payments position.
The facility operates within the Fund's Special
Disbursement Account; its resources are obtained
from repayments of Trust Fund loans (about
SDR 2.7 billion) disbursed during 1977-81. SAF
loans are provided on highly concessional terms;
the interest rate is 0.5 percent per annum and
repayments are made over a period beginning five
and one half years and ending ten years after
disbursement. Eligible countries may currently ob-
tain financing under the facility of up to 63.5
percent of quota in three tranches, each one dis-
bursed at the beginning of three successive years
in support of one-year programs within a medium-
term framework. At present, 62 countries are
eligible for assistance under the facility, and, as of
April 30, 1988, 25 SAF arrangements were in
effect. However, the two largest eligible countries,
China and India, have indicated that, as they do
not anticipate acute or persistent balance of pay-

ments need, they do not intend to make use of
the facility, thus enlarging the amount available to
other eligible countries.

• In order to provide additional concessional
financing and support strong growth-oriented ad-
justment efforts by low-income countries, the Man-
aging Director proposed in June 1987 that the
concessional resources available from the repay-
ment of Trust Fund loans be tripled through
contributions from other sources. This proposal
met with widespread support, and by the end of
the year commitments had been received from a
broad range of contributors in the form of loans
to a Trust administered by the Fund, and both
loans and grants to an interest subsidy account
within the Trust. Accordingly, in December 1987,
the Executive Board established the enhanced struc-
tural adjustment facility (ESAF). The new facility
became operational in April 1988, and the first
loans were approved by the Executive Board in
mid-1988.

The interest rate applying to loans under the
new facility is subject to periodic review, but is
currently much the same as under the SAF, as is
the maturity of loans under the new facility. The
amount of the financing extended to a country
under the new facility will be determined on the
basis of the strength of the country's adjustment
effort and the size of its balance of payments need,
but is subject to a normal maximum of 250 percent
of quota over a three-year period. It is expected,
however, that loans will average about 150 percent
of quota. There is also provision for loans of up
to 350 percent of quota in exceptional cases. The
62 member countries eligible for assistance under
the SAF are also eligible for assistance under the
ngw facility. J

A major Innovative feature of both the SAF and
the ESAF is the requirement that a policy frame-
work paper be prepared by the national authori-
ties, with the joint assistance of the staffs of the
Fund and the World Bank. The purpose of the
policy framework paper is to ensure that the policy
reforms of eligible countries are properly targeted
on the obstacles to growth and balance of pay-
ments viability, and are mutually reinforcing, fea-
sible, and supported by appropriate amounts and
forms of external financing. Each policy frame-
work paper covers a three-year period. It discusses
the public investment program and financing re-
quirements of the country, and outlines the social
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implications of policy changes, together with the
steps being taken to mitigate the possible adverse
impact of adjustment measures on the poorest
segments of the population. The paper is reviewed
by the Executive Board of the Fund and the
Committee of the Whole of the Board of the
World Bank. It can also be used to mobilize finan-
cial support from other multilateral and bilateral
sources.

FUND-BANK COLLABORATION

Collaboration between the Fund and the Bank
has intensified in recent years, reflecting the grow-
ing recognition that achievement of a viable bal-
ance of payments position with sustainably high
rates of economic growth in most developing coun-
tries requires substantial macroeconomic and
structural reforms. The structural policy content
of Fund-supported adjustment programs has been
increasing and in operations financed by the Bank
there has been a shift from project lending toward
structural and sectoral adjustment lending. As a
result, it has been necessary to develop mecha-
nisms to facilitate interaction between the staffs of
the Fund and the Bank, with the aim of ensuring
consistent views on the strategies and policies of
borrowing countries. In this way, the policy advice
and financial resources provided by the two insti-
tutions have been made consistent and mutually
reinforcing, but at the same time care has been
taken to avoid cross-conditionality.

Collaboration between the Fund and the Bank
has been particularly important for countries where
lending under the SAF or the ESAF is involved.
While considerable progress has been made in
strengthening Fund-Bank collaboration since the
advent of the policy framework paper, further
progress is necessary. The Board had an oppor-
tunity to address collaboration between the two
institutions in the context of a discussion about
policy framework papers and aid coordination. A
number of proposals to improve collaboration be-
tween the Fund and the Bank have been made
and are under consideration.

As part of the effort to strengthen coordination
among all the parties involved, the Fund and the
Bank organized a joint seminar in February 1988
on the policy framework paper and aid coordina-
tion for senior officials of major aid agencies,
development banks, the Commission of the Euro-
pean Communities, the Organization for Eco-

nomic Cooperation and Development, and the
United Nations Development Program, as well as
selected recipient countries. The purpose of the
seminar was to inform aid agencies about the
evolving policy framework paper process, to ex-
plore the extent to which the agencies were using
policy framework papers in their operations, to
benefit from the experience of recipient countries
in the process, and to discuss issues related to
enhancing the usefulness of policy framework pa-
pers in aid coordination and mobilization for low-
income countries.

The Fund and Bank staff have collaborated
closely in efforts to encourage the flow of resources
from donor governments to member countries.
The Fund staff is normally invited to present a
statement providing an overview of the country's
macroeconomic situation at Consultative Group
meetings organized by the Bank to promote aid
flows to individual developing countries. The Fund
and the Bank have also been involved in assisting
several countries to obtain concerted lending pack-
ages from commercial banks.

During 1987, Fund staff members took part in
21 Bank missions and Bank staff members partic-
ipated in 7 Fund missions. In addition, there were
numerous instances in which Fund missions coin-
cided with Bank missions and the staffs of the two
institutions collaborated closely in the field. It has
also become common practice for Fund and Bank
staff members to attend Executive Board meetings
of the other institution for discussions concerning
member countries in which both organizations
have substantial financial involvement.

INTERNATIONAL LIQUIDITY AND THE SDR

ADEQUACY OF INTERNATIONAL RESERVES

An adequate stock of international reserves con-
tributes to the efficiency and stability of the inter-
national monetary system by allowing countries to
adjust their economic policies more smoothly when
unanticipated disturbances adversely affect their
international payments positions. The assessment
of the adequacy of the stock of international re-
serves is an important responsibility of the Fund.
Such an assessment depends on an evaluation of
the current and prospective factors influencing
reserve needs as well as of the terms and conditions
under which reserves are expected to be supplied.
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During the 1980s, there have been sharp but
erratic increases in reserve holdings. For many
developing countries, this has reflected efforts to
rebuild reserve holdings from the low levels that
had resulted from the emergence of widespread
external payments difficulties in 1981—82. For the
industrial countries, the most rapid increases of
reserve holdings have been associated with exten-
sive foreign exchange market intervention.

For Fund member countries, taken together, the
ratio of non-gold reserves to imports, which had
averaged 22 percent between 1973 and 1987,
reached 27 percent at the end of 1987. While
reserve holdings of all countries have tended to
increase as the value of world trade has expanded,
the increased variability of trade and capital flows
and uncertain macroeconomic conditions have led
some countries to expand their reserve holdings
even more rapidly. For the industrial countries,
the ratio of non-gold reserves to imports rose to
22 percent at the end of 1987. The corresponding
ratio for developing countries reached 39 percent,
the highest level since 1970. Since the ratio of
non-gold reserves to imports for those developing
countries with recent debt-servicing problems has
not increased since the end of 1984, the increase
in the ratio for developing countries as a whole
has primarily reflected extensive accumulation of
reserves by those developing countries that have
avoided debt-servicing problems.

The expansion of international liquidity has
been generated through a variety of channels:
foreign exchange market intervention by indus-
trial countries, current account adjustment, and
borrowing in international financial markets. While
the scale of foreign exchange market intervention
can be substantial at times, such intervention can
be episodic, and often partially reversed once
exchange market conditions change. It may not,
therefore, provide a stable source of expansion
for non-gold reserves. Since 1982, many develop-
ing countries, especially those with debt-servicing
problems, have attempted to protect or strengthen
their reserve position through the adoption of
policies designed to improve their current account.
While the implicit cost (measured by forgone do-
mestic absorption) of undertaking the adjustments
needed to generate additional reserves through
improvements in current account positions has
naturally varied across countries, the willingness
of countries to incur these costs has provided an
indication of the perceived importance of in-

creased reserve holdings in the relatively unstable
macroeconomic environment that has existed dur-
ing the 1980s.

As international financial markets have ex-
panded and have become increasingly integrated,
countries with access to these markets have often
found borrowing in them to be a flexible and
efficient source of reserve accumulation and fi-
nancing for temporary external payments imbal-
ances. However, experience during the 1980s sug-
gests that changes in perceived creditworthiness
can at times lead to an abrupt and prolonged loss
of access to financial markets. Moreover, fluctua-
tions in financial markets may sometimes limit the
capacity of countries to use these markets with
confidence as a source of reserve supplementation.

In achieving some desired reserve position,
countries face the costs of both acquiring and
maintaining their reserves. Since reserves can be
obtained from a number of sources, the cost of
acquiring reserves could reflect considerations such
as the cost of external borrowing (if the country
holds borrowed reserves) or the costs of domestic
absorption forgone to generate reserves through
current account improvements. Under current
conditions, concerns have been expressed that
countries with the greatest perceived need for
reserves have faced the most adverse terms and
conditions for acquiring such reserves, often be-
cause they are not viewed as creditworthy in inter-
national capital markets. As a result, some have
argued that the supply of reserves generated by
international agreement can take on special im-
portance.

In examining the adequacy of the existing stock
of reserves, prospective as well as current devel-
opments in the international economy and world
financial markets are important considerations.
Inadequacy of reserves does not appear to have
been a major problem in the financial market
disturbances of 1987. However, since borrowed
reserves play an important role in the current
reserve system, it has been argued that unantici-
pated changes in economic and financial market
conditions that would make it difficult for many
countries to refinance their borrowed reserves
could adversely affect the adequacy of existing
reserves. Some have suggested that such a possi-
bility creates the need for a "safety net," or for a
core level of reserves whose availability is inde-
pendent of conditions prevailing in private finan-
cial markets.
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THE SDR

Over the past year, the Executive Board has
continued its discussions of the role of the SDR in
the international monetary system. Attention has
been given to the question of a resumption of SDR
allocations, the issue of whether the SDR system
leads to resource transfers, and the use of SDRs
in reserve management practices. In considering
issues relating to a possible SDR allocation, discus-
sions at the Executive Board have been guided by
Article XVIII, Section l(a) of the Fund's Articles
of Agreement which notes that "in all its decisions
with respect to the allocation and cancellation of
special drawing rights the Fund shall seek to meet
the long-term global need, as and when it arises,
to supplement existing reserve assets in such man-
ner as will promote the attainment of its purposes
and will avoid economic stagnation and deflation
as well as excess demand and inflation in the
world." Although in recent discussions most Ex-
ecutive Directors have favored renewed SDR al-
locations, the degree of support has not reached
the level required for the Managing Director to
make a proposal for an allocation to the Board of
Governors. As a result, there have been no SDR
allocations since 1981.

Many of the Executive Directors favoring a
resumption of SDR allocations have argued that
such allocations could improve the performance
of the international monetary system by reducing
the cost of acquiring reserves, reducing reliance
on borrowed reserves, and facilitating the financ-
ing of exchange market intervention. Since a large
number of countries still lack adequate access to
international financial markets, a number of Ex-
ecutive Directors have noted that SDR allocations
could help reduce the cost of acquiring reserves
for those countries that have been forced to gen-
erate additional reserves through current account
adjustments, often involving import compression.
In addition, SDR allocations have been viewed by
some Executive Directors as a means of reducing
the dependence of the reserve system on borrowed
reserves during a period of variability of asset
prices. Moreover, a number of Executive Directors
have also suggested that the SDR system could
provide a nonmarket source of funding for coor-
dinated exchange market intervention.

Executive Directors who do not favor a resump-
tion of SDR allocations have argued that the re-
serve system has generated adequate liquidity for

all except capital importing countries experiencing
difficulty in servicing their external debt. As a
result, there is no long-term global need for re-
serve supplementation. Some of these Executive
Directors feel that existing resources for exchange
market intervention are adequate and do not re-
quire augmentation via SDR allocation. They ob-
served that the question of the cost of borrowing
is not one of the criteria prescribed in the Articles
of Agreement as being relevant to an assessment of
reserve adequacy for the purpose of deciding an
SDR allocation. Moreover, these Executive Direc-
tors have noted that for a number of countries the
lack of access to borrowed reserves is a problem
of creditworthiness that should be addressed
through the use of conditional liquidity rather
than the creation of unconditional global liquidity,
in order to be consistent with the debt strategy. In
addition, several Executive Directors have ex-
pressed concern that prolonged net use of SDRs
by some groups of countries is inconsistent with
the monetary character of the SDR.

In considering the functioning of the SDR sys-
tem, Executive Directors generally agreed that
permanent resource transfers would arise in the
SDR system only to the extent that the SDR inter-
est rate is uncompetitive with the yields on other
reserve assets or that holding SDRs is risky. Most
Executive Directors regard the current SDR inter-
est rate as broadly competitive with the yields on
other reserve assets, and they consider that hold-
ing SDRs does not involve significant risks. More-
over, the safety and usability of the SDR make it
a useful instrument to hold for precautionary and
investment purposes, although some Directors have
pointed to the desirability of further steps to
enhance the usability and liquidity of the instru-
ment. Executive Directors agreed that every effort,
within the boundaries set by the Articles of Agree-
ment, should be made to improve the process by
which SDRs can be transacted among participants
and also within the Fund.

FINANCIAL POLICIES AND ACTIVITIES

The financial assistance provided by the Fund
expanded significantly in 1987/88.14 At the same
time, repurchases by members continued to in-
crease, reflecting the record level of balance of

14 Data on selected financial activities in the General Resources
Account are provided in Table 12.

53

©International Monetary Fund. Not for Redistribution



ANNUAL REPORT, 1988

Table 12
Selected Financial Activities: General Resources Account, 1982-88

(In millions of SDRs)

Gross purchases1

Industrial countries

Developing countries
Africa
Asia
Europe
Middle East
Western Hemisphere

Changes in outstanding Fund credit

6,960.2

6,960.2
1,986.4
3,151.9
1,326.0

496.0

5,066.0

10,258.2
54.0

10,204.3
2,056.1
2,748.0
1,590.1

25.1
3,785.0

8,711.5

10,164.1

10,164.1
1,642.7
2,589.7
1,658.3

4,273.4

8,148.9

6,059.8

6,059.8
1,017.6

746.7
837.5

57.4
3,400.5

3,214.8

3,940.9

3,940.9
841.8
844.1
322.5

1,932.5

-340.6

3,168.1

3,168.1
593.3

1,224.4
67.5

1,282.9

-2,993.8

4,117.6

4,117.6
649.5
665.7

116.0
2,686.4

-3,817.0

Number of stand-by and
extended arrangements
as of April 30

Of which, extended
arrangements

Amounts under arrangements
As percent of total quotas

Undrawn balances
As percent of commitments

under arrangements

Outstanding Fund credit
As percent of total quotas

Number of countries

35

72

16,206.3
26.7

11,154.6

68.8

14,801.4
24.4

79

39

9

25,025.5
41.0

16,405.1

65.6

23,589.9
38.6

85

35

5

18,569.4
20.9

9,269.5

49.9

31,741.6
35.6

84

30

3

11,675.3
13.1

5,543.1

47.5

34,972.6
39.2

83

26

2

4,906.7
5.5

2,379.1

48.5

34,640.2
38.8

79

24

/

5,063.1
5.6

2,981.8

58.9

31,646.4
35.2

80

20

2

3,182.6
3.5

1,337.8

42.0

27,829.4
30.9

76

Excluding purchases in the reserve tranche.

payments support provided by the Fund in the
first half of the 1980s, which has begun to fall due
in the last three years. Outstanding Fund credit
declined to SDR 27.8 billion at the end of 1987/88.
The flow of repurchases, together with a high
proportion of the Fund's holdings of currencies
being usable, contributed to the Fund's liquidity
position remaining satisfactory during 1987/88.
During the year, the Fund continued to use bor-
rowed resources to finance enlarged access but
repayments exceeded new borrowings by a sub-
stantial margin so that outstanding borrowings
declined by SDR 3.6 billion to SDR 9.1 billion.
Arrears to the Fund continued to increase and the
Executive Board is considering measures to reduce
and eventually eliminate these arrears.

The most noteworthy features of the Fund's
financial assistance during the year were the sharp
increases in the use of Fund resources by members
under the compensatory financing facility and in
the number of new arrangements under the struc-
tural adjustment facility (SAF). Despite some signs
of improvement in the current account position of

developing countries as a group and higher inter-
national prices of a number of commodities, draw-
ings under the compensatory financing facility
increased substantially from SDR 593 million in
1986/87 to SDR 1.5 billion in 1987/88. This strong
rise reflected large drawings by a limited number
of countries whose exports were adversely af-
fected, inter alia, by deterioration in terms of
trade. As of April 30, 1988, 25 arrangements were
in effect under the SAF, involving aggregate com-
mitments of SDR 1.4 billion, compared with 10
such arrangements for SDR 442 million on
April 30, 1987. As already explained, the active
use of resources under this concessional facility
reflects the urgent need on the part of low-income
developing countries to undertake comprehensive
multiyear growth-oriented adjustment programs
to address deep-rooted structural problems and to
restore viability in their external payments posi-
tions.

Total purchases (excluding reserve tranche pur-
chases) by members increased from SDR 3.2 billion
in 1986/87 to SDR 4.1 billion in 1987/88, mainly
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reflecting the sizable increase, as noted above, in
the use of resources under the compensatory fi-
nancing facility, while purchases under tranche
policies rose marginally by SDR 10 million to
SDR 2.6 billion in the same period. The use of
reserve tranche positions remained small, and that
of the extended Fund facility was little changed.
All purchases were made by developing countries.
Repurchases by members also continued to in-
crease, and reached SDR 7.9 billion in 1987/88
from SDR 6.2 billion in 1986/87. Seven members
with relatively large quotas, namely, Brazil, India,
Korea, Mexico, South Africa, Thailand, and Tur-
key, accounted for nearly one half of these repur-
chases (SDR 3.6 billion). Advance and early repur-
chases by Argentina, Korea, and Portugal
aggregated almost SDR 0.8 billion. As a result,
outstanding Fund credit to members (excluding
loans under the SAF) declined from SDR 31.6
billion in 1986/87 to SDR 27.8 billion in 1987/88
(see Chart 17). Disbursement of SAF loans
amounted to SDR 584 million. At the end of April
1988, 86 members had outstanding indebtedness

to the Fund under its various facilities (including
the SAF) in the General Department.

The increase in repurchases by members was
the natural corollary of the record use of Fund
credit during 1982/83-1984/85 that has begun to
fall due in the last two to three years (Chart 18).
Some of the members that had used Fund re-
sources in the earlier period have made consider-
able progress toward adjustment so that continued
recourse to further Fund assistance was not nec-
essary. Given the temporary nature of the balance
of payments assistance provided by the Fund and
the revolving character of its resources, any large
increase in the provision of Fund credit in a given
period will at a later period be reflected in similarly
large inflows when repurchases fall due. Aggre-
gate purchases by members during 1982/83-
1984/85 totaled SDR 37.2 billion, significantly larger
than the total of SDR 34.4 billion in the preceding
ten years.

The financial capacity of the Fund to meet any
increased demand for use of its resources has been
strengthened both by the enhancement of SAF

Chart 17

Use of Fund's General Resources as at April 30, 1977-881

(In billions of SDRs)

1 Excluding disbursements totaling SDR 584 million under the structural adjustment facility.
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Chart 18

General Resources: Purchases and
Repurchases, Financial Years Ended

April 30, 1977-881

(In billions of SDRs)

1 Purchases excluding reserve tranche.

resources and the flow of repurchases. Indeed,
the Fund stands ready to assist its members finan-
cially in their adjustment efforts as well as in
facilitating commitments of financial assistance from
other sources. In particular, many low-income
developing countries are expected to make sub-
stantially larger use of SAF and ESAF resources,
while possibilities exist for other developing coun-
tries to have increased recourse to the use of Fund
resources under a revitalized extended Fund fa-
cility and as a consequence of the newly established
compensatory and contingency financing facility.

The Fund's liquidity position remained satisfac-
tory during 1987/88, and its holdings of usable
ordinary resources rose from SDR 39.3 billion at
the end of April 1987 to SDR 41.0 billion on
April 30, 1988; these resources consisted of the
equivalent of SDR 40.2 billion in usable currencies
and SDR 0.8 billion in SDR holdings. The increase
in the stock of usable ordinary resources also
reflected, to some extent, an increase in the num-
ber of members having sufficiently strong balance
of payments and reserve positions to warrant the
net use of their currencies in financing purchases
from the Fund. The stock of available borrowed

resources amounted to SDR 5.3 billion on April
30, 1988, compared with SDR 7.1 billion at the
end of the preceding year. The Fund renewed in
November 1987 its Decision on the General Ar-
rangements to Borrow in an amount of SDR 17.0
billion for the five-year period from December 26,
1988.15

In the light of continuing payments difficulties
facing many members, it was considered appro-
priate to maintain unchanged the policy on en-
larged access to Fund resources in 1988. This
policy is governed by a decision that came into
effect in March 1981 and has been subject to
annual review since 1983. As in the past, the access
limits are to be treated as limits and not as targets
or entitlements. The enlarged access policy allows
a member to have annual access under a stand-by
or extended arrangement of up to 90 or 110
percent of quota, three-year access of up to 270
or 330 percent of quota, and cumulative access of
400 or 440 percent of quota. Actual access depends
on the nature and size of the member's balance of
payments need and the strength of its adjustment
efforts. Following the deliberations of the Interim
Committee in September 1987, the Executive Board
decided that the policy will continue in 1988. The
access to the compensatory financing facility has
been subject to the limit of 83 percent of quota
each in respect of shortfalls in export receipts or
excesses in the cost of cereal imports (subject to a
combined overall limit of 105 percent of quota),
and the limit on access to the buffer stock financing
facility has been 45 percent of quota. The access
limits under the compensatory and contingency
financing facility and the extended Fund facility
have been modified in June and August 1988, as
discussed above.

The continued delay by some members in dis-
charging financial obligations to the Fund has been
of increasing concern to the Fund. The number
of members in arrears on obligations to the Fund
by six months or more rose by one to nine by the
end of the financial year, with amounts overdue
for six months or more reaching SDR 1.5 billion
on April 30, 1988 from SDR 0.8 billion on
April 30, 1987. All of these members were in
arrears in settling obligations to the General Re-
sources Account, seven had arrears to the SDR
Department, eight were in arrears to the Trust

15 See Executive Board Decision No. 8733-(87/159), Novem-
ber 23, 1987 (reproduced in Appendix III).

56

©International Monetary Fund. Not for Redistribution



CHAPTER 2 • POLICIES AND ACTIVITIES OF THE FUND

Fund, and two were in arrears on interest pay-
ments on loans under the SAF. During 1987/88,
two members were declared ineligible to use the
general resources of the Fund, pursuant to Arti-
cle XXVI, Section 2(0), in the light of their overdue
obligations in the General Department—Zambia
on September 30, 1987 and Sierra Leone on
April 25, 1988. Somalia was declared ineligible on
May 6, 1988. Earlier declarations of ineligibility
with respect to Viet Nam (January 15, 1985),
Guyana (May 15, 1985), Liberia (January 24, 1986),
Sudan (February 8, 1986), and Peru (August 15,
1986) remained in effect. These eight members
accounted for 95 percent of the total overdue
obligations to the Fund as of April 30, 1988.
Selected data on arrears for the period 1984/85 to
1987/88 are presented in Table 13.

The elimination of arrears is crucial for main-
taining the financial integrity of the Fund, pre-
serving its monetary character, and continuing its
operation as a cooperative intergovernmental fi-
nancial institution. Since the emergence of signif-
icant arrears in 1983, the Fund has adopted a
number of measures to help identify potential
problems of arrears, forestall the emergence of
arrears, encourage member countries seeking to
clear their arrears, and protect the Fund's financial
position. These measures include improving as-
sessments of members' capacity to repay the Fund;
strengthening adjustment programs in cases where

Table 13

Arrears to the Fund of Members with Obligations
Overdue for Six Months or More

(In millions of SDRs)

End of Financial Year:
1985 1986 1987 1988

Amount of overdue
obligations

Number of members

Of which:

General Department
Number of members

SDR Department
Number of members

Trust Fund
Number of members

Number of ineligible
members

182.7 487.9 1,186.3 1,945.2

4 8 8 9

161.4 417.7 1,088.4 1,787.7

4.9
2

16.4
2

8

12.3
4

57.9
6

8

15.6
4

82.3
6

25.1
6

132.4
7

debt-servicing difficulties could arise; and collab-
orating with individual debtor countries, other
creditors, donors, and multilateral development
institutions in response to the efforts of individual
members to become current on their Fund obli-
gations. As a result of these efforts, several mem-
bers have eliminated sizable arrears and thus re-
gained access to Fund credit. A few countries have,
however, allowed their arrears to the Fund to
accumulate to such an extent that strong and
determined efforts on their part, together with
extraordinary support from the international com-
munity, will be necessary to clear the arrears and
remain current in the future. Concerned by the
continued increase of overdue obligations, the
Interim Committee at its April 1988 meeting re-
quested the Executive Board to prepare a report
for the Committee's next meeting on measures to
reduce and eventually eliminate arrears to the
Fund.

The Executive Board has adopted various meas-
ures to strengthen the financial position of the
Fund, some of which place a financial burden o'n
the membership in general in the form of in-
creased charges and reduced remuneration. For
example, the target amount of additions to pre-
cautionary balances was raised from 5 percent to
7.5 percent of accumulated reserves for the finan-
cial years 1986/87 and 1987/88; the target amount
was increased for the latter year by a further 2.5
percentage points in January 1988. Income in
excess of the target amount for 1986/87 was placed
in a newly established Special Contingent Account.
For the financial year 1987/88, the additions to
this contingent account and to the Fund's reserves
were thus each to be equal to 5 percent of reserves
at the beginning of the year.16 The income target
exceeding 5 percent of reserves has been contrib-
uted, as in 1986/87, by both creditor and debtor
countries. Reflecting in part the various measures
taken to safeguard its financial position, the Fund
recorded a net income of SDR 49 million in the

16 In the light of the level of deferred charges in the fourth
quarter of 1987/88 which could not be fully generated by a
symmetrical adjustment of the rate of remuneration and the rate
of charge because of the limitation on the adjustment of the rate
of remuneration, the Board decided to reduce the amount of
addition to reserves from 5.0 percent to 4.1 percent. The reduction
is to be made up through an additional placement to reserves in
1988/89. (Executive Board Decisions Nos. 8878-(88/84), 8879-
(88/84), and 8880-(88/84), May 23, 1988, reproduced in Appen-
dix III.)
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financial year 1987/88 (SDR 86 million in
1986/87), which was added to reserves, thus raising
the Fund's total reserves (the Special Reserve and
the General Reserve) to SDR 1.26 billion on April 30,
1988 from SDR 1.21 billion on April 30, 1987,
an increase of 4.1 percent. Total precautionary
balances, that is, reserves and balances in the
Special Contingent Account, amounted to SDR 1.34
billion on April 30, 1988, of which SDR 87.0
million was held in the Special Contingent Ac-
count. It is intended that in 1988/89, 5 percent of
reserves at the beginning of the year will be added
to the Special Contingent Account and another 5
percent will be placed in reserves.

In the SDR Department, the total stock of SDRs
remained unchanged at SDR 21.4 billion in
1987/88 as there was no allocation or cancellation.
About 96 percent of this amount was held by
participants and prescribed holders and the bal-
ance of 4 percent was held by the General Re-
sources Account. The holdings of the General
Resources Account are managed in accordance
with the guidelines in the Executive Board's deci-
sion to maintain the level of the Fund's SDR
holdings in the range of SDR 0.75-1.25 billion;
the Fund's holdings of SDRs amounted to
SDR 0.8 billion at the end of April 1988. Transactions
by agreement increased substantially from SDR 3.9
billion in 1986/87 to SDR 7.3 billion in 1987/88,
while transactions with designation declined from
SDR 1.2 billion to SDR 1.0 billion in the same
period.

During the year, at the initiative of the Fund,
the number of participants having two-way ar-
rangements to sell and buy SDRs, as and when
requested by the Fund, was expanded. This ex-
pansion contributed significantly to the decline in

transactions with designation noted above and the
absence of any such transactions since August
1987. Eight members entered into such arrange-
ments, which involved an aggregate scope for
transfers exceeding SDR 1 billion; the currencies
to be exchanged under these arrangements in-
clude the U.S. dollar, the deutsche mark, the
Japanese yen, the French franc, and the pound
sterling.

Under the Articles of Agreement, the Board of
Governors is required to conduct reviews of quotas
at intervals of not more than five years. Accord-
ingly, the Ninth General Review of Quotas was to
be conducted by March 31, 1988, five years from
the completion of the previous review. As noted
in last year's Annual Report, the Executive Board
established a Committee of the Whole on March
27, 1987 for this purpose. The Committee met
four times during the year to consider various
aspects of the adjustment of quotas, including
quota formulas, quota calculations, the size of an
overall increase in quotas, and principles and tech-
niques of quota adjustments. The Committee was
not able to complete its work and make recom-
mendations by March 31, 1988. On March 22,
1988, the Executive Board submitted a report to
the Board of Governors entitled Increases in Quotas
of Members—Ninth General Review and a Resolution
for adoption by the Board of Governors. The
Board of Governors resolved to continue its review
under Article III, Section 2(a) and requested the
Executive Board to complete its work on this
matter and to submit appropriate proposals to the
Board of Governors not later than April 30, 1989.17

17 Board of Governors Resolution No. 43-1, April 22, 1988; see
Appendix III.
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Appendix I

International Reserves

This appendix reviews recent developments in
international reserves and liquidity as represented
by: (1) the evolution of holdings of official reserve
assets; (2) the currency composition and distribu-
tion of foreign exchange reserves; and (3) the
placement of official holdings of foreign exchange
reserves.

RECENT EVOLUTION OF
OFFICIAL RESERVE ASSETS

In 1987, total international reserves measured
in terms of the SDR increased by 15 percent, to
SDR 829 billion, as a result of an increase in both
the holdings of non-gold reserves and the market
value of official holdings of gold (Table I.I). The
growth of non-gold reserves reflected larger hold-
ings of foreign exchange reserves by both indus-
trial and developing countries that more than
offset a decline in the holdings of Fund-related
assets by both of the major country groups.

NON-GOLD RESERVES

Non-gold reserves increased by 21 percent in
1987 to SDR 506 billion at the end of the year.
This sharp increase in non-gold reserves followed
a decline in such holdings during 1985 and a
moderate expansion during 1986. The accelerated
growth of non-gold reserves in 1987 mainly re-
flected developments in the industrial countries,
which expanded their holdings of non-gold re-
serves by 29 percent. Developing countries as a
whole also increased their non-gold reserves dur-
ing 1987, but the experiences of different subgroups
of developing countries were not uniform. In
particular, while the non-gold reserves of capital
importing developing countries without debt-
servicing problems increased by 18 percent, con-
tinuing the pattern of expansion evident in the

1980s, the holdings by those developing countries
that have experienced recent debt-servicing prob-
lems declined by 3 percent.

FOREIGN EXCHANGE RESERVES

Foreign exchange reserves increased by 25 per-
cent in 1987 to reach SDR 455 billion by the end
of the year. This rapid growth in 1987 was in
contrast to the slow growth experienced during
1985 (almost no change) and 1986 (an increase of
4 percent).

While industrial countries increased their hold-
ings of foreign exchange reserves by 35 percent
in 1987, developing countries increased their hold-
ings by 11 percent. However, the capital importing
developing countries without debt-servicing prob-
lems accounted for almost all of the developing
countries' accumulation, and the foreign exchange
reserves of those capital importing countries that
have experienced debt-servicing problems fell by
3 percent.

HOLDINGS OF FUND-RELATED RESERVE ASSETS

Holdings of Fund-related assets decreased by
6 percent in 1987 to reach SDR 52 billion at the
end of the year, reflecting a SDR 4 billion decline
in holdings of reserve positions in the Fund that
more than offset an SDR 1 billion increase in
members' holdings of SDRs. Reserve positions in
the Fund, which comprise the reserve tranche
position and the creditor position, had increased
by SDR 16 billion between the end of 1982 and
the end of 1984, but then declined by SDR 10
billion in the period 1984—87. Since the cumulative
total stock of SDRs has remained constant since
the last allocation in 1981, the slight increase in
holdings of SDRs by member countries in 1987
(SDR 0.7 billion) corresponded to a decline in
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Table 1.1

Official Holdings of Reserve Assets, End of Year 1982-87 and End of March 19881

(In billions of SDRs)

All countries
Total reserves excluding gold

Fund-related assets
Reserve positions in the Fund
SDRs

Subtotal, Fund-related assets
Foreign exchange

Total reserves excluding gold
Gold2

Quantity (millions of ounces)
Value at London market price

Industrial countries
Total reserves excluding gold

Fund-related assets
Reserve positions in the Fund
SDRs

Subtotal, Fund-related assets
Foreign exchange

Total reserves excluding gold
Gold2

Quantity (millions of ounces)
Value at London market price

Developing countries
Total reserves excluding gold

Fund-related assets
Reserve positions in the Fund
SDRs

Subtotal, Fund-related assets
Foreign exchange

Total reserves excluding gold
Gold2

Quantity (millions of ounces)
Value at London market price

Capital importing developing countries
Total reserves excluding gold

Fund-related assets
Reserve positions in the Fund
SDRs

Subtotal, Fund-related assets
Foreign exchange

Total reserves excluding gold
Gold2

Quantity (millions of ounces)
Value at London market price

Capital importing developing
countries with debt-servicing problems

Total reserves excluding gold
Fund-related assets

Reserve positions in the Fund
SDRs

Subtotal, Fund-related assets
Foreign exchange

Total reserves excluding gold
Gold2

Quantity (millions of ounces)
Value at London market price

1982

25.5
17.7
43.2

285.1
328.3

949.2
393.1

17.1
14.1
31.1

153.2
184.4

787.3
326.1

8.4
37

131.9
143.9

161.8
67.0

2.7
2.4

86.2
91.5

139.1
57.6

1.2
0.7
1.9

23.1
25.1

47.7
19.8

1983

39.1
14.4
53.5

308.4
361.9

947.8
345.4

25.6
11.5
37.1

167.9
205.0

786.6
286.6

13.6
2.9

16.5
140.5
156.9

161.2
58.7

3.4
1.8
5.2

100.7
105.9

138.3
50.4

1.3
0.5
1.8

28.0
29.9

46.7
17.0

1984

41.6
16.5

"58^
349.0
407.1

946.8
297.8

27.2
13.4
40.6

183.9
224.5

786.0
247.2

14.3
3.1

17.4
165.1
182.5

160.8
50.6

2.8
1.9
4.7

128.6
133.3

137.6
43.3

1.0
0.5
1.5

43.8
45.3

47.7
15.0

1985

38.7
18.2

~563
348.3
405.3

949.4
282.6

25.2
14.9
40.1

187.3
227.4

786.5
234.1

13.5
3.3

16.9
161.0
177.9

162.9
48.5

2.6
2.1
4.7

123.8
128.5

139.9
41.6

0.8
0.7
1.5

39.5
41.1

47.9
14.3

1986

35.3
19.5

-54$
363.9
418.7

949.1
303.3

23.0
16.1
39.1

209.8
248.9

785.7
251.1

12.4
3.4

15.8
154.1
169.8

163.4
52.2

2.4
2.3
4.8

124.8
129.5

140.6
44.9

0.8
0.7
1.4

29.9
31.4

47.9
15.3

1987

31.5
20.2

~5T7
454.8
506.4

944.5
322.3

20.4
16.4
36.8

283.3
320.1

781.4
266.6

11.1
3.8

14.9
171.5
186.4

163.1
55.7

2.2
2.6
4.8

141.8
146.6

140.4
47.9

0.6
1.2
1.8

28.9
30.6

47.9
16.3

March
1988

30.7
20.5

~5U
465.6
516.7

946.2
311.6

19.9
16.8
36.7

288.6
325.3

783.6
258.1

10.8
3.6

14.4
177.0
191.4

162.6
53.5

2.0
2.4
4.4

148.6
153.0

139.8
46.1

0.4
1.1
1.6

30.0
31.6

47.7
15.7

Source: International Monetary Fund, International Financial Statistics.
1 "Fund-related assets" comprise reserve positions in the Fund and SDR holdings of all Fund members and Switzerland. Claims by Switzerland on the Fund

are included in the line showing reserve positions in the Fund. The entries under "Foreign exchange" and "Gold" comprise official holdings of those Fund
members for which data are available and certain other countries or areas, including Switzerland.

2 One troy ounce equals 31.103 grams. The market price is the afternoon price fixed in London on the last business day of each period.
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Fund holdings of SDKs. Except for 1983, holdings
of SDRs as reserve assets have increased during
the 1980s. The decline in SDR holdings in 1983
occurred when 22 percent of the increase in quotas
under the Eighth General Review of Quotas was
paid in SDRs. These SDR payments were made in
December 1983 and amounted to SDR 6 billion.
As a counterpart to this decline in members' hold-
ings of SDRs, their reserve positions in the Fund
increased. Payments in SDRs for quota purposes
since 1983 have totaled SDR 0.3 billion.

GOLD

Gold valued at market prices increased by 6 per-
cent in 1987, to SDR 322 billion. This increase
primarily reflected a higher market price for gold,
which increased from SDR 320 an ounce at the
end of 1986 to SDR 341 an ounce at the end of
1987. The physical stock of gold has remained
fairly constant since 1972, except for a 9 percent
decline in 1979, which occurred mainly because
members of the European Monetary System de-
posited 20 percent of their gold holdings with the
European Monetary Cooperation Fund (EMCF) in
exchange for European Currency Units (EGUs).
Both the physical holdings of gold and its distri-
bution between industrial and developing coun-
tries changed very little during the 1980s. Indus-
trial countries held 83 percent and developing
countries 17 percent of the total physical stock of
gold reserves of 945 million ounces at the end of
1987.

DEVELOPMENTS IN FIRST QUARTER OF 1988

Total international reserves fell by SDR 1 billion
during the first quarter of 1988 as an increase in
non-gold reserves was more than offset by a de-
crease in the market value of official holdings of
gold. The larger holdings of non-gold reserves
reflected a rise in the foreign exchange reserves
of both industrial countries (by SDR 5 billion) and
developing countries (by SDR 5 billion).

The market value of official holdings of gold
decreased from SDR 322 billion at the end of 1987
to SDR 312 billion at the end of the first quarter
of 1988. Since the total physical holdings of gold
remained practically unchanged, the reduction in
the market value of gold was totally due to a
decrease in the market price of gold, which fell to
SDR 329 an ounce at the end of the quarter.

CURRENCY COMPOSITION OF RESERVES

Since the mid-1970s, there has been a continu-
ing diversification of the currency composition of
foreign exchange reserves. While that composition
had remained relatively stable during 1975-77,
the sharp depreciation of the dollar between 1977
and 1980 was accompanied by a decline in the
share of the dollar in total foreign exchange re-
serves, from 79 percent at the end of 1977 to 69
percent at the end of 1980. This diversification
away from the dollar was partly reversed in the
early 1980s, when the dollar appreciated strongly
relative to the other major currencies. As a result,
the share of the dollar in reserves rose to 71
percent by the end of 1983. But by 1985, the share
had declined by 7 percentage points as monetary
authorities again diversified the currency compo-
sition of their foreign exchange reserves, and the
proportion of foreign exchange reserves denomi-
nated in the deutsche mark, the Japanese yen,
and, to a lesser extent, the pound sterling in-
creased. The extensive foreign exchange market
intervention by some major industrial countries
during 1986 and 1987 was accompanied by a rise
in the proportion of reserves held as dollar-
denominated assets (to 67 percent in 1987), and,
as a counterpart, the shares of the deutsche mark,
the Japanese yen, and the pound sterling declined
slightly (Table 1.2). This increase in the share of
the dollar principally reflected developments in
the industrial countries, since the share of dollar-
denominated assets in the portfolio of developing
countries fell by 3 percentage points between the
end of 1986 and the end of 1987.

In the calculation of these shares, the SDR value
of ECUs issued against gold is not counted as part
of foreign exchange reserves, but the SDR value
of ECUs issued against dollars is counted as part
of the holdings of dollars. The overall picture of
changes in trend in the currency composition of
foreign exchange reserves is similar if ECUs, which
were introduced in 1979 and accounted for 12
percent of total foreign exchange reserves at the
end of 1987, are treated separately. Under this
alternative treatment of ECUs, the share of the
dollar declined from 76 percent at the end of 1978
to 57 percent at the end of 1980; it then increased
to 60 percent at the end of 1981 and stayed at
that level through 1984. After declining to 56
percent at the end of 1985, the dollar share in-
creased slightly, to 57 percent at the end of 1987.
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Table 1.2

Share of National Currencies in Total Identified Official Holdings of Foreign Exchange,
End of Year 1979-871

(In percent)

1979 1980 1981

Memorandum:
ECUs Treated

Separately2

1982 1983 1984 1985 1986 1987 1987

All countries
U.S. dollar
Pound sterling
Deutsche mark
French franc
Swiss franc
Netherlands guilder
Japanese yen
Unspecified currencies3

Industrial countries
U.S. dollar
Pound sterling
Deutsche mark
French franc
Swiss franc
Netherlands guilder
Japanese yen
Unspecified currencies3

73.2
1.8

12.0
1.3
2.4
1.0
3.6
4.8

83.5
0.7
9.4
0.6
1.4
0.6
2.6
1.2

68.6
2.9

14.9
1.7
3.2
1.3
4.3
3.1

77.6
0.7

14.3
0.5
1.7
0.7
3.3
1.2

71.5
2.1

12.8
1.4
2.7
1.1
4.0
4.4

78.7
0.7

12.8
0.4
1.7
0.8
3.7
1.2

70.5
2.5

12.3
1.2
2.8
1.1
4.7
5.0

77.1
0.8

12.2
0.3
1.7
0.7
4.4
2.8

71.2
2.6

11.6
1.0
2.4
0.8
4.9
5.5

77.4
0.8

12.8
0.3
1.4
0.5
5.1
1.7

69.4
3.0

12.3
1.1
2.1
0.8
5.7
5.8

73.6
1.6

14.8
0.4
1.4
0.6
6.3
1.2

64.2
3.1

14.9
1.3
2.3
1.0
7.8
5.4

65.4
2.1

19.4
0.5
1.8
1.0
8.8
1.1

66.0
2.8

14.9
1.2
1.9
1.1
7.6
4.5

68.4
1.6

17.5
0.6
1.4
1.1
8.2
1.2

67.1
2.6

14.7
1.2
1.6
1.1
7.0
4.7

70.6
1.5

16.5
0.8
1.1
1.1
6.6
1.8

56.9
2.4

13.6
1.1
1.6
1.1
6.4

16.9

55.7
1.4

14.8
0.7
1.0
1.0
5.8

19.4

Developing countries4

U.S. dollar
Pound sterling
Deutsche mark
French franc
Swiss franc
Netherlands guilder
Japanese yen
Unspecified currencies3

62
Z.9

14
1
3
1
4
8

.9

.6

.9

.4

.3

.5

.3

59.8
r r\
D.U

15.5
2.9
4.7
1.9
5.3
4.9

64.1
o r

12.8
2.3
3.8
1.4
4.4
7.7

63.8
4 1

12.4
2.2
3.8
1.6
4.9
7.3

64.7
4.4

10.3
1.8
3.4
1.2
4.7
9.5

64.9
4.4
9.7
1.7
2.8
0.9
5.0

10.6

62.8
4.4
9.9
2.2
2.9
1.0
6.7

10.3

62.0
4

10.8
2.2
2.8
1.2
6.8
9.4

59.4
5 PI

10.9
2.0
2.8
1.1
7.9

10.9

59.1
5

10.8
2.0
2.8
1.1
7.8

11.4

1 Starting with 1979, the SDR value of ECUs issued against dollars is added to the SDR value of dollars, but the SDR value of ECUs issued against gold is
excluded from the total distributed here. Only selected countries that provide information about the currency composition of their official holdings of foreign
exchange are included in this table.

2 This column is for comparison and indicates the currency composition of reserves when holdings of ECUs are treated as a separate reserve asset, unlike
the earlier columns starting with 1979 as is explained in the preceding footnote. The share of ECUs in total foreign exchange holdings was 11.7 percent for
all countries and 18.7 percent for the industrial countries in 1987.

3 This residual is equal to the difference between total identified reserves and the sum of the reserves held in the seven currencies listed in the table.
4 The calculations here rely to a greater extent on Fund staff estimates than do those provided for the group of industrial countries.

Changes in the SDR value of foreign exchange
reserves can also be decomposed into valuation (or
price) and quantity changes for each of the major
currencies (including the ECU) and for the total
of the identified foreign exchange reserves
(Table 1.3). In 1987, total identified foreign ex-
change reserves increased by SDR 70 billion as a re-
sult of a sharp, positive quantity change of SDR 93
billion that more than offset the negative valuation
loss of SDR 23 billion. The negative valuation
effect was the result of the sharp depreciation of
the dollar against other major currencies. As the
dollar depreciated relative to the SDR between

1985 and 1987, the SDR value of dollar reserves
declined by SDR 32 billion, and this decline was
only partially compensated by the positive price
changes for all other major currencies, including
SDR 3 billion for the deutsche mark and SDR 2
billion for the Japanese yen.

Holdings of ECUs increased by SDR 13 billion
in 1987. ECUs are issued by the EMCF to the
central banks of the members in exchange for the
deposit of 20 percent of the gold holdings and 20
percent of the gross dollar holdings of these insti-
tutions. These swaps are renewed every three
months, and changes in the members' holdings of
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Table 1.3

Currency Composition of Official Holdings of Foreign Exchange, End of Year 1982-871

(In millions of SDRs)

U.S. dollar
Change in holdings

Quantity change
Price change

Year-end value

Pound sterling
Change in holdings

Quantity change
Price change

Year-end value

Deutsche mark
Change in holdings

Quantity change
Price change

Year-end value

French franc
Change in holdings

Quantity change
Price change

Year-end value \
Swiss franc

Change in holdings
Quantity change
Price change

Year-end value

Netherlands guilder
Change in holdings

Quantity change
Price change

Year-end value

Japanese yen
Change in holdings

Quantity change
Price change

Year-end value

ECU
Change in holdings

Quantity change
Price change

Year-end value

Total identified holdings2

Change in holdings
Quantity change
Price change

Year-end value

Total official holdings3

Change in holdings
Year-end value

1982

-4,695
-13,524

8,829
165,687

691
1,320
-630
6,029

-2,122
-2,116

-6
30,715

-358
-5

-353
3,117

-113
239

-352
6,879

-36
-9

-27
2,767

1,362
1,434
-71

11,672

-5,007
-2,598
-2,408
37,925

-10,277
-15,259

4,981
264,790

-7,451
285,095

1983

13,117
4,275
8,842

178,803

818
1,168
-350
6,847

-102
2,359

-2,461
30,613

-376
80

-456
2,741

-533
-295
-238
6,346

-614
-369
-245
2,153

1,288
503
784

12,959

4,074
8,441

-4,366
41,999

17,672
16,161

1,510
282,461

23,272
308,367

1984

22,799
10,571
12,228

201,602

2,272
3,638

-1,366
9,119

6,942
9,825

-2,883
37,555

486
708

-222
3,227

-38
630

-668
6,308

214
411

-197
2,367

4,273
4,478
-205

17,233

-3,959
-429

-3,530
38,040

32,989
29,831

3,158
315,450

40,648
349,016

1985

-19,189
2,670

-21,858
182,414

279
-683

962
9,398

7,297
1,798
5,499

44,852

578
125
453

3,806

636
-59
695

6,944

659
312
346

3,025

6,184
4,002
2,183

23,417

-297
-4,551

4,254
37,742

-3,852
3,615

-7,467
311,598

-690
348,325

1986

1,711
20,622

-18,911
184,125

-1,101
-348
-753
8,297

-447
-6,299

5,853
44,405

-176
-364

187
3,629

-1,176
-2,088

912
5,768

284
-124

408
3,309

-632
-3,641

3,010
22,785

2,721
-306
3,027

40,464

1,185
7,453

-6,268
312,782

15,544
363,869

1987

41,460
73,506

-32,046
225,585

1,171
364
807

9,468

9,550
6,619
2,931

53,955

783
620
163

4,412

144
-396

540
5,912

818
576
241

4,127

2,914
430

2,484
25,699

13,168
10,823
2,345

53,632

70,008
92,543

-22,535
382,790

90,890
454,759

1 The currency composition of foreign exchange is based on the Fund's currency survey and on estimates derived mainly, but not solely, from official
national reports. The numbers in this table should be regarded as estimates that are subject to adjustment as more information is received. Quantity changes
are derived by multiplying the change in official holdings of each currency from the end of one quarter to the next by the average of the two SDR prices of
that currency prevailing at the corresponding dates. This procedure converts the change in the quantity of national currency from own units to SDR units of
account. Subtracting the SDR value of the quantity change so derived from the quarterly change in the SDR value of foreign exchange held at the end of two
successive quarters and cumulating these differences yields the effect of price changes over the years shown.

2 Each item represents the sum of the eight currencies above.
3 Include a residual whose currency composition could not be ascertained, as well as holdings of currencies other than those shown.
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dollars and gold, as well as changes in the market
price of gold and the foreign exchange value of
the dollar, affect the amount of ECUs outstand-
ing.1 Quantity changes in ECU holdings depend,
therefore, on the evolution of its two components,
gold and dollars.2

The SDR 13 billion increase in holdings of ECUs
in 1987 resulted from both a positive quantity
change and a positive valuation effect.3 While the
positive quantity change (SDR 11 billion) was the
first since 1983, the positive valuation effect (SDR 2
billion) was a continuation of the pattern evident
since 1985 and reflected an increase in the SDR
value of the ECU.

1 In calculating the value of the gold holdings of the EMCF in
terms of ECUs, the ECU swap price is set equal to the lower of
two values: the average of the prices recorded daily at the two
London fixings during the previous six calendar months, and the
average price at the two fixings on the penultimate working day
of the period.

2 The quarterly swaps are arranged at the end of the first weeks
of January, April, July, and October. Changes in the number of
ECUs outstanding thus depend on the exchange rates and gold
prices on these dates, whereas changes in the SDR value of ECU
holdings are calculated at the SDR/ECU exchange rate at the end
of each quarter.

3 Quantity changes in ECU holdings are caused by changes in
the amounts of dollars deposited with the EMCF and changes in

PLACEMENT OF OFFICIAL HOLDINGS OF FOREIGN
EXCHANGE

Total official holdings of foreign exchange in-
creased during 1987 by SDR 91 billion (Table 1.4).
This sharp increase was accompanied by a contin-
ued diversification in the placement of official
holdings. The biggest change was an SDR 18
billion increase in the claims on residents of coun-
tries other than the United States denominated in
the debtor's own currency. In addition, dollar
claims on residents of the United States also in-
creased significantly, by SDR 12 billion.

Official holdings of Eurocurrencies increased in
1987 for the first time after two years, but their
share in total official holdings of foreign exchange
decreased slightly. In addition, the relative impor-
tance of ECUs in total official holdings of foreign
exchange increased slightly by the end of 1987.

the ECU prices of the dollar and gold. During 1985 and 1986, the
fall in the ECU prices of the dollar led to a decrease in the amount
of ECUs created by the EMCF, in spite of the increase in the
amount of dollars deposited with this institution. In 1987, the ECU
prices of the dollar continued to decline, but as the amounts of
dollars deposited with the EMCF increased significantly, the
quantity of ECU holdings rose.
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Table 1.4

Placement of Official Holdings of Foreign Exchange Reserves, End of Year 1980-871

(In billions of SDRs)

Liabilities of residents of the
United States to foreign
official institutions

Items not included in reported
official U.S. dollar holdings2

Reported official U.S. dollar
claims on residents of the
United States

Reported official claims on
residents of other countries
denominated in the debtor's
own currency

Subtotal

Identified official holdings
of Eurocurrencies

Eurodollars
Other currencies

Subtotal

ECUs

Residual3

Total official holdings
of foreign exchange

1980

123

-22

101

41
142

54
34
88

48

15

293

1981

139

-36

103

39
142

58
32
90

43

19

293

1982

149

-50

99

38
137

56
30
86

38

25

285

1983

163

-52

111

40
151

57
33
90

42

25

308

1984

178

-46

132

46
178

66
38

104

38

29

349

1985

159

-41

118

56
174

60
41

101

38

35

348

1986

172

-34

138

61
199

54
35
89

41

35

364

1987

183

-33

150

79
229

60
48

108

53

65

455

Sources: International Monetary Fund, International Financial Statistics; U.S. Treasury Department, Bulletin; Bank of England, Quarterly Bulletin; BIS,
International Banking and Financial Market Developments.

1 Official foreign exchange reserves of Fund members and certain other countries and areas, including Switzerland. Beginning in April 1978, Saudi Arabian
holdings exclude the foreign exchange cover against a note issue, which amounted to SDR 4.3 billion at the end of March 1978.

2 Mainly dollars deposited with the European Monetary Cooperation Fund in connection with the issuance of ECUs, U.S. obligations to official institutions
in countries not reporting to the Fund, and U.S. obligations that are not classified as foreign exchange reserves in the reports provided to the Fund by the
holders.

3 Part of this residual occurs because some member countries do not classify all the foreign exchange claims that they report to the Fund. Includes identified
official claims on the International Bank for Reconstruction and Development, on the International Development Association, and the statistical discrepancy.
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The Fund in 1987/88

FUND MEMBERSHIP, PARTICIPATION IN THE SDR
DEPARTMENT, AND QUOTAS

During the year ended April 30, 1988 the mem-
bership of the Fund remained unchanged at 151,
with all members participating in the SDR De-
partment. The People's Republic of Angola ap-
plied for membership during the year, and the
Fund staff is currently collecting the relevant in-
formation and data needed for Executive Board
consideration of this membership application. The
Committee of the Whole on the Ninth General
Review of Quotas, established in March 1987, met
several times during the year but did not conclude
the review. The Board of Governors requested the
Executive Board to continue its work on this mat-
ter and to submit appropriate proposals on in-
creases in quotas by April 30, 1989. The total of
Fund quotas, therefore, remained unchanged at
SDR 89.99 billion.

GENERAL DEPARTMENT

GENERAL RESOURCES ACCOUNT

During 1987/88, purchases by members rose
substantially relative to the previous year, revers-
ing the declining trend that started in 1983/84 (see
Appendix Table II.2). The increase was entirely
due to purchases under the compensatory financ-
ing facility, which nearly tripled and reflected
purchases by some members with relatively large
quotas (e.g., Argentina and Indonesia). Purchases
under stand-by arrangements and the extended
facility remained essentially unchanged from the
year before, while reserve tranche purchases de-
clined. Repurchases continued to increase, reflect-
ing the substantial expansion of Fund credit in the
first half of the 1980s. Outstanding Fund credit

declined by SDR 3.8 billion in 1987/88. The bulk
of repurchases was made by members with rela-
tively large quotas that currently do not have
arrangements with the Fund. About half of the
countries that made purchases during 1987/88
recorded increases in outstanding Fund credit
during the year.

The Fund's usable ordinary resources, i.e., hold-
ings of usable currencies and SDRs in the General
Resources Account, increased by SDR 1.7 billion
to SDR 41.0 billion during 1987/88 owing, inter
alia, to the flow of repurchases and to the conser-
vation of ordinary resources made possible by a
decision of the Executive Board in 1986 to make
greater use of borrowed resources in financing
purchases under stand-by and extended arrange-
ments.1 The impact of these two factors was re-
duced somewhat by the temporary use of ordinary
resources in financing repayments of resources
borrowed under short-term agreements that pre-
ceded the corresponding repurchases. This use of
ordinary resources will be reversed as repurchases
of purchases financed with borrowed resources
are eventually completed. The stock of available
borrowed resources declined by SDR 1.8 billion to
SDR 5.32 billion, reflecting disbursements under
the policy on enlarged access during 1987/88.

Purchases

Purchases under tranche policies and special
facilities increased to SDR 4.12 billion in 1987/88
from SDR 3.17 billion the year before. Purchases
under the credit tranche policy continued to ac-
count for the largest share (SDR 2.32 billion),
followed by purchases under the compensatory

1 Executive Board Decision No. 8487-(86/205), December 19,
1986, Selected Decisions, Thirteenth Issue, pages 52-53.
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financing facility (SDR 1.54 billion) and the ex-
tended Fund facility (SDR 260 million). Purchases
under the credit tranche policy and the extended
Fund facility remained basically unchanged from
the previous year, while those under the compen-
satory financing facility nearly tripled. Two reserve
tranche purchases totaling SDR 35 million were
made during the financial year 1987/88, compared
with eight such purchases totaling SDR 516 mil-
lion, mostly by European members in connection
with intra-EC settlements, in the previous financial
year.2

Although purchases under stand-by arrange-
ments during 1987/88 remained unchanged from
the level of the year before, both the number of
members making purchases and those having cur-
rent arrangements with the Fund declined. Pur-
chases under tranche policies were in large part
financed with borrowed resources (SDR 1.7 bil-
lion); the proportion of borrowed resources used
in financing arrangements amounted to nearly two
thirds during 1987/88, compared with one third
the year before. This shift was the result of a
change in the mix of resources to be used under
the enlarged access policy after December 31,
1986, as noted earlier, giving greater emphasis to
the use of borrowed resources in financing pur-
chases under stand-by and extended arrange-
ments.

Stand-By Arrangements

Fourteen new stand-by arrangements came into
effect in 1987/88 for a total commitment of SDR 1.70
billion, compared with 22 arrangements for SDR 4.12
billion concluded in the previous year. The bulk
of new stand-by arrangements continued to be
with members in Africa, followed by Latin Amer-
ica. The largest commitments were made under
arrangements with Argentina (SDR 0.95 billion)
and Egypt (SDR 0.25 billion).

Six arrangements involved enlarged access re-
sources, compared with 13 the year before. Stand-
by arrangements with 19 members expired or were

2 Reserve tranche purchases represent a use of members' own
reserves held in the form of reserve positions in the Fund and
therefore do not constitute use of Fund credit. A member has a
reserve tranche position to the extent that the Fund's holdings of
the member's currency in the General Resources Account, after
deducting holdings of the member's currency resulting from all
other purchases (i.e., in the credit tranches, under the extended
Fund facility, and under the special facilities), are less than its
quota.

canceled during the year; undrawn amounts un-
der these arrangements amounted to SDR 1.23
billion. As of April 30, 1988, undrawn balances
under stand-by arrangements in effect amounted
to SDR 1.01 billion, considerably less than the
amount of SDR 2.67 billion at April 30, 1987.

Extended Arrangements

Purchases under extended arrangements totaled
SDR 260 million by two members (Chile and
Ghana). The use of Fund credit under such ar-
rangements has declined since the peak of 1983/
84 and has been relatively low in the last two years.
One new arrangement for SDR 245 million was
approved for Ghana in November 1987 and the
other arrangement, approved for Chile in August
1985 for SDR 750 million, remained in effect.

The Executive Board in its latest review of the
extended Fund facility discussed the issue of
strengthening the facility's effectiveness in sup-
porting comprehensive programs of macroeco-
nomic and structural reforms and catalyzing other
sources of finance. The Board agreed in June
1988 to allow initial three-year extended arrange-
ments to be lengthened to four years, if requested
by the member and where this would facilitate
sustained policy implementation over the medium
term; to make available more Fund resources
where appropriate; and to permit use of ordinary
resources first up to 140 percent of quota (above
the first credit tranche), which would reduce the
average rate of charge and lengthen the maturity
of purchases. It was also decided that other pro-
visions of the extended Fund facility and the
guidelines on conditionality would remain in force.3

The Fund will review the provisions of the facility
at the appropriate time pursuant to paragraph 12
of the guidelines on conditionality.

Compensatory Financing Facility

During 1987/88, seven members purchased a
total of SDR 1.54 billion under the decision relat-
ing to export shortfalls, compared with purchases
by eight members of SDR 593 million in 1986/87.
Purchases by two members—Argentina (SDR 752

3 The extended Fund facility was established in 1974. See
Executive Board Decision No. 4377-(74/114), September 13,1974,
as amended by Decisions Nos. 6339-(79/179), December 3, 1979,
and 6830-(81/65), April 22, 1981, effective May 1, 1981, Selected
Decisions, Thirteenth Issue, pages 33-37.
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million) and Indonesia (SDR 463 million)—ac-
counted for the bulk of the amount. No purchases
under the decision relating to cereal import costs
were made for the second consecutive year. The
outstanding amount of purchases under this facil-
ity for temporary export shortfalls and cereal
import excesses amounted to SDR 4.34 billion at
April 30, 1988 as against SDR 4.78 billion at Ap-
ril 30, 1987.

Buffer Stock Financing Facility

The buffer stock financing facility, established
in 1969, provides assistance to members with a
balance of payments need for financing their con-
tributions to international buffer stocks under ap-
proved international commodity agreements. The
last agreement to qualify for Fund support was
the 1979 International Natural Rubber Agree-
ment, which expired in October 1987. Exporting
and importing members of the Agreement nego-
tiated a successor agreement and concluded the
text of a further International Natural Rubber
Agreement in March 1987. However, that agree-
ment has not yet come into effect. No purchases
have been made under the buffer stock financing
facility in the past four years. Two countries (Thai-
land and Cote d'lvoire) had purchases outstanding
at April 30, 1988 totaling SDR 3 million, compared
with SDR 34 million at April 30, 1987.

Repurchases
Repurchases have continued to increase and

reached a record of SDR 7.93 billion in 1987/88.
This continued increase in repurchases in the last
few years is a consequence of the high level of use
of Fund credit in the first half of the 1980s. A
similar pattern of repurchases occurred in 1978/
79, following a sizable expansion of Fund credit
in 1974/75-1975/76. A large proportion of the
repurchases in 1987/88 were made by members
with relatively large quotas: of the 66 members
that made repurchases during the year, 7 members
with relatively large quotas (Brazil, India, Korea,
Mexico, South Africa, Thailand, and Turkey) ac-
counted for about half of the total (SDR 3.62
billion). Among the members making repurchases,
26 members also made purchases during the year.

As a result of the relatively large volume of
repurchases, the outstanding level of Fund credit
declined by SDR 3.82 billion to SDR 27.83 billion
at end-April 1988, excluding outstanding dis-

bursements under the structural adjustment facil-
ity (SAF) and Trust Fund loans, which amounted
to SDR 0.58 billion and SDR 1.13 billion, respec-
tively.

Fund Liquidity

The Fund's liquid resources consist of its hold-
ings of usable currencies and SDRs in the General
Resources Account, supplemented, as necessary,
by borrowed resources.4 Usable currencies repre-
sent the largest component and consist of the
currencies of the members whose balance of pay-
ments and gross reserve positions are considered
sufficiently strong by the Executive Board to war-
rant their use in financing operations and trans-
actions under the Fund's quarterly operational
budgets. The stock of usable ordinary resources
totaled SDR 41.0 billion as at April 30, 1988, an
increase of SDR 1.7 billion over the year, of which
SDR 40.2 billion was in usable currencies and
SDR 0.8 billion was in the form of SDRs held in
the General Resources Account. Ordinary re-
sources amounting to SDR 1.2 billion were used
during the year to repay short-term borrowings,
raising to SDR 2.8 billion at end-April 1988 the
cumulative use of ordinary resources to repay
short-term borrowings ahead of corresponding
repurchases. These ordinary resources will even-
tually be replenished as corresponding repur-
chases are made.

Borrowed resources available to finance the pol-
icy on enlarged access declined from SDR 7.1
billion at end-April 1987 to SDR 5.3 billion at end-
April 1988. The Fund's liquid liabilities declined
during 1987/88 to SDR 31.28 billion at end-April
1988, compared with SDR 36.72 billion at end-
April 1987. Reserve tranche positions declined
from SDR 24.02 billion to SDR 22.21 billion, and
loan claims on the Fund declined from SDR 12.70
billion to SDR 9.07 billion at end-April 1988.

Borrowing

The policy on enlarged access has played a
major role in determining access to the Fund's
resources under tranche policies since 1981. Sig-
nificant amounts of resources borrowed from of-

4 The Fund's holdings of gold (103 million ounces) are not
included in the category of readily usable resources. The sale of
any of this gold for any purpose requires an 85 percent majority
of the total voting power of the Fund, and the use of the value in
excess of SDR 35 an ounce is also subject to special majorities.
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ficial lenders have supplemented the Fund's ordi-
nary resources in financing the enlarged access
policy. In 1981, a medium-term borrowing agree-
ment for SDR 8 billion was concluded with the
Saudi Arabian Monetary Agency (SAMA), and
short-term agreements were established with the
Bank for International Settlements (BIS) and the
central banks of a number of industrial countries
for a total amount of SDR 1.2 billion. These
arrangements were followed by additional short-
term borrowing arrangements totaling SDR 6 bil-
lion in 1984, when the Fund concluded short-term
agreements with the BIS, the National Bank of
Belgium, and the Government of Japan totaling
SDR 3 billion and an agreement with SAMA for
an additional SDR 3 billion. In December 1986,
the Fund entered into a further medium-term
borrowing agreement with the Government of
Japan in an amount of SDR 3 billion, which is also
available for financing the policy on enlarged ac-
cess. At end-April 1987, the Fund had credit lines
available totaling SDR 6.3 billion (SDR 3.3 billion
under the 1981 and 1984 agreements with SAMA
and SDR 3 billion under the 1986 agreement with
the Government of Japan) in addition to SDR 18.5
billion under the General Arrangements to Bor-
row (GAB) and an associated arrangement with
Saudi Arabia.

During 1987/88, the Fund borrowed SDR 1.3
billion and repaid SDR 4.9 billion, resulting in a
net decrease in total outstanding borrowing of
SDR 3.6 billion, from SDR 12.7 billion at end-
April 1987 to SDR 9.1 billion at end-April 1988.
As in the previous year, all new borrowing was
undertaken to finance the policy on enlarged ac-
cess, whereas repayments included repayment of
borrowings under the policy on enlarged access
(SDR 3.3 billion) and the supplementary financing
facility (SDR 1.7 billion). As of April 30, 1988,
outstanding borrowing by the Fund amounted to
SDR 7.3 billion under the policy on enlarged access
and to SDR 1.7 billion under the supplementary
financing facility.

At end-April 1988, SDR 2 billion remained avail-
able under the 1984 agreement with SAMA and
SDR 3 billion under the 1986 agreement with the
Government of Japan. Drawdowns under the agree-
ment with SAMA must be completed by May 6,
1989.5 Under the agreement with the Government

5 The drawdown period was extended for two years to this date
from the original date of May 6, 1987. See Annual Report, 1987,
page 65.

of Japan, the Fund may make drawings until
March 31, 1991, although this period may be
extended for up to two years if warranted in light
of the Fund's liquidity and borrowing require-
ments. The assets held in the Borrowed Resources
Suspense Accounts pending disbursement to fi-
nance purchases under the policy on enlarged
access amounted to SDR 0.3 billion as at end-April
1988 and consisted wholly of deposits with the
BIS. In addition, the Fund had arrangements
available for SDR 17 billion under the General
Arrangements to Borrow (GAB) and SDR 1.5
billion under the borrowing arrangement with
SAMA in association with the GAB. The Fund's
decision on the GAB was renewed in 1987/88,
without change, for a period of five years from
December 26, 1988 to December 25, 1993.6

SPECIAL DISBURSEMENT ACCOUNT

Structural Adjustment Facility (SAP)

The SAF was established in March 1986 within
the Special Disbursement Account of the General
Department with the resources that accrue over
the period 1985-91 from repayments of Trust
Fund loans, totaling about SDR 2.7 billion. The
purpose of this facility is to provide concessional
balance of payments assistance to low-income de-
veloping countries facing protracted balance of
payments problems.7 Loans under the facility are
made available at an interest rate of l/2 of 1 percent
per annum and are repayable in ten equal semian-
nual installments over 5V2—10 years. Sixty-two
members have qualified as low-income countries
for this purpose and are eligible for assistance
under the facility. Two members with large quotas,
China and India, have indicated that they would
not avail themselves of the facility. Potential access
to the facility is equivalent to 63.5 percent of quota,
available in three tranches, each one disbursed at
the beginning of three successive one-year pro-
grams within a medium-term framework. The
amounts available in the first and second years of
the program period are 20 percent and 30 percent
of quota, respectively.

Arrangements under this facility require the
adoption of a comprehensive policy framework

6 Executive Board Decision No. 8733-(87/159), November 23,
1987 (reproduced in Appendix III).

7 For details, see Annual Report, 1986, pages 48-49 and 92-
98.
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that sets out explicitly the macroeconomic and
structural policy measures to be undertaken to
strengthen the country's balance of payments po-
sition. The Fund and the World Bank collaborate
closely in assisting members with the formulation
of policy framework papers. These papers are
reviewed by the Executive Board of the Fund and
by a Committee of the Whole of the World Bank's
Executive Board.

As of April 30, 1988, 25 members had three-
year arrangements under the facility for a total
amount of SDR 1.36 billion, of which SDR 0.58
billion had been disbursed, leaving undisbursed
commitments under these arrangements of
SDR 0.77 billion (see Table 11.12). By comparison,
10 such arrangements were in effect on April 30,
1987, involving total commitments of SDR 0.44
billion, of which SDR 0.14 billion was drawn as of
that date. Of the 15 new arrangements in 1987/
88, 13 are with African countries. The Fund will
review the operations of the facility not later than
March 31, 1989.

On December 18, 1987, the Executive Board
approved the establishment of the enhanced struc-
tural adjustment facility (ESAF), whose objectives,
basic procedures, and financial conditions parallel
those of the SAF.8 The ESAF will have a resource
base of about SDR 6 billion in addition to the
resources of the SAF. It is the Fund's intention to
extend ESAF loans at the same highly concessional
interest rate of Vz of 1 percent as for the SAF,
subject to the availability of subsidy contributions
for this purpose.

SDR DEPARTMENT

Total SDRs allocated by the Fund remained
unchanged at SDR 21.4 billion as of April 30, 1988
as there were no new allocations or cancellations.
In accordance with the guidelines in the Executive
Board's decision of April 24, 1987 to maintain the
level of the Fund's SDR holdings in the General
Resources Account within the range of SDR 0.75-
1.25 billion,9 the Fund made net transfers of about
SDR 1.19 billion to members during the financial
year 1987/88. As a result, the share of SDRs held
by the Fund fell from 9 percent to about 4 percent,

8 Executive Board Decision No. 8759-(87/176) ESAF, Decem-
ber 18, 1987 (reproduced in Appendix III).

9 Executive Board Decision No. 8574-(87/64)S, April 24, 1987,
Selected Decisions, Thirteenth Issue, page 112.

while that of participants and other prescribed
holders rose from 91 percent to 96 percent. Total
transfers of SDRs increased by 27 percent, to
SDR 19.86 billion (Table 11.13). While transactions
with designation continued to decline, voluntary
transfers among participants and prescribed hold-
ers increased sharply by 87 percent, resulting in a
50 percent rise in total transfers among them to
SDR 9.46 billion. The volume of SDR transfers
involving prescribed holders nearly tripled, to
SDR 1.93 billion from SDR 0.68 billion in 19867
87.

The amount of SDRs transferred between par-
ticipants and the Fund increased by about 12
percent over the previous financial year in contrast
to a 13 percent decline in 1986/87. Transfers from
participants to the General Resources Account,
mainly in the form of charges and repurchases,
increased by 8 percent to SDR 4.61 billion, and
transfers from the General Resources Account to
participants in purchases, remuneration payments,
sales to members needing SDRs for payment of
charges, and interest payments on and repayments
of Fund borrowings increased by 15 percent to
SDR 5.80 billion.

PATTERN OF HOLDINGS

SDRs may be held by the Fund's General Re-
sources Account, by Fund members (all members
are participants in the SDR Department), and by
official entities prescribed by the Fund to hold
SDRs. The number of institutions prescribed by
the Fund as eligible to accept, hold, and use SDRs
remained at 16 during the year under review.10

Prescribed holders do not receive allocations of
SDRs but can acquire and use SDRs in transactions
and operations with participants in the SDR De-
partment and other prescribed holders under most
of the same terms and conditions as participants.

The main change in the pattern of holdings was
a reduction in the Fund's holdings of SDRs, from

10 Prescribed holders currently comprise four central banks,
three intergovernmental monetary institutions, and nine develop-
ment institutions: the African Development Bank, the African
Development Fund, the Andean Reserve Fund, the Arab Monetary
Fund, the Asian Development Bank, the Bank of Central African
States, the Bank for International Settlements, the Central Bank for
West African States, the East African Development Bank, the
Eastern Caribbean Central Bank, the International Bank for Recon-
struction and Development, the International Development As-
sociation, the International Fund for Agricultural Development,
the Islamic Development Bank, the Nordic Investment Bank, and
the Swiss National Bank.
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about SDR 2.0 billion at the end of financial year
1986/87 to about SDR 0.8 billion at the end of
financial year 1987/88, and a corresponding in-
crease in the holdings of participants and pre-
scribed holders (Tables 11.14 and 11.15). The SDR
holdings of the capital importing developing coun-
tries as a group rose by 9 percent, and those of
the industrial countries increased by 5.4 percent
in 1987/88.

TRANSACTIONS AND OPERATIONS AMONG
PARTICIPANTS AND PRESCRIBED HOLDERS

Transactions with Designation

The volume of SDRs used in transactions with
designation declined from SDR 1.25 billion in
1986/87 to SDR 0.99 billion in 1987/88; this decline
was accompanied by an increase in transactions by
agreement that were arranged in lieu of designa-
tion from about SDR 85 million in 1986/87 to
SDR 0.60 billion in 1987/88. It may be noted that
the amount of SDRs received by members in
purchases from the Fund increased by about 4
percent to SDR 1.85 billion. Sixteen countries were
designated to provide currencies in exchange for
SDRs in 1987/88. Approximately 80 percent of
the amount used in transactions with designation
(SDR 0.79 billion) was provided by five participants
(the United Kingdom, France, Italy, Canada, and
the Federal Republic of Germany).

Transactions by Agreement

The volume of transactions by agreement, which
do not require a representation of balance of
payments need, rose by 87 percent over 1986/87
to SDR 7.34 billion, of which SDR 0.86 billion
involved prescribed holders. Participants acquired
SDRs in transactions by agreement mainly to dis-
charge obligations to the Fund, such as charges
(which must be paid in SDRs) and repurchases
(which may be made in SDRs). The overall increase
in use of SDRs in 1987/88 in transactions by
agreement primarily reflected an increased use of
SDRs in repurchases, their use by several industrial
countries to finance foreign exchange market in-
tervention, and substitution of transactions by
agreement for transactions with designation, made
possible by a number of two-way arrangements
for voluntary transactions in SDRs.

Two-way arrangements facilitate the arrange-

ment by the Fund of transactions by agreement,
on behalf of participants and prescribed holders
wishing to buy or sell SDRs. Participants entering
into two-way arrangements specify the maximum
and minimum levels of holdings within which the
Fund is authorized to arrange transfers or receipts
of SDRs on their behalf, the currencies for which
they are prepared to exchange SDRs, and whether
transactions are to be settled in two or three
business days. In 1987/88, six additional partici-
pants joined two others with such arrangements.
In total, these eight arrangements permit potential
purchases or sales of over SDR 1.0 billion in
exchange for U.S. dollars, deutsche mark, French
francs, pounds sterling, and Japanese yen. Four
other participants have entered into standing ar-
rangements to sell SDRs and eight have entered
into standing arrangements to buy SDRs.

Additional Uses of SDRs

The Fund's rules permit a variety of additional
uses of SDRs among participants and prescribed
holders, technically known as "operations." In 1987/
88, operational uses of SDRs consisted of the
settlement of financial obligations, loans, forward
operations, and a number of Fund-related trans-
fers. During 1987/88, there were 53 transfers of
SDRs (amounting to SDR 225 million) for settle-
ment of financial obligations, and 4 loans (totaling
SDR 69 million), all between one prescribed holder
and its members; for the first time, there were
three forward operations in SDRs involving trans-
fers of SDR 247 million.

SDRs were also used in Fund operations involv-
ing SAF and Trust Fund loans, their repayment,
and interest payments,11 payment of special charges
on SAF and Trust Fund loans, and subsidy pay-
ments to members. In 1987/88, 16 SAF loans were
disbursed in SDRs for a total of SDR 215 million.
Repayments of Trust Fund loans in SDRs amounted
to SDR 52 million. Interest payments in SDRs on
SAF and Trust Fund loans, and payments of
special charges on overdue obligations related to
these loans totaled about SDR 1 million. Supple-
mentary financing facility subsidy payments made
in SDRs during 1987/88 amounted to SDR 28
million.

11 Authorized in 1987/88 by Executive Board Decision No.
8642-(87/101)S/TR/ July 9, 1987 (reproduced in Appendix III).
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TRANSFERS INVOLVING THE FUND

Receipts by the Fund

Over half of all transfers of SDKs in 1987/88
took place between participants and the Fund.
Receipts of SDRs by the General Resources Ac-
count in 1987/88 increased to SDR 4.6 billion from
SDR 4.3 billion in 1986/87. Receipts consisted
mainly of payments of charges on members' use
of Fund resources, amounting to SDR 2.0 billion,
compared with SDR 2.28 billion in 1986/87, and
repurchases made in SDRs (at participants' option)
of SDR 2.52 billion, compared with SDR 1.67
billion in 1986/87. The proportion of total repur-
chases that was discharged in SDRs in 1987/88 was
32 percent, compared with 27 percent in 1986/87.

Transfers by the Fund

Transfers from the General Resources Account
to participants increased by 15 percent to
SDR 5.80 billion in 1987/88. SDRs used for interest
payments and in repayments of Fund borrowings
rose by 83 percent over 1986/87 to SDR 2.58
billion in 1987/88. SDRs used in purchases in-
creased moderately to SDR 1.85 billion, while
remuneration payments in SDRs on members'
creditor positions in the Fund declined from
SDR 1.09 billion to SDR 0.93 billion. The amount
of SDRs sold to members for currencies of other
members declined from SDR 0.75 billion to
SDR 0.40 billion.

The net effect of these operations by the Fund
resulted in a decline in the Fund's holdings of
SDRs from SDR 1.96 billion to SDR 0.77 billion.

SDR AS A UNIT OF ACCOUNT AND
DENOMINATION AND AS A CURRENCY PEG

The SDR, which is the unit of account for Fund
transactions and operations and for its adminis-
tered accounts, is also used as a unit of account
(or as the basis for a unit of account) by a number
of international and regional organizations.12 A

12 The international and regional organizations using the SDR
as a unit of account, or as the basis for a unit of account, include
the African Development Bank, African Development Fund, Arab
Monetary Fund, Asian Clearing Union, Asian Development Bank,
Great Lakes States Development Bank, East African Development
Bank, Economic Community of West African States, European
Conference of Postal and Telecommunications Administrations,
International Center for Settlement of Investment Disputes, Inter-

number of international conventions also use the
SDR as a unit of account, notably those expressing
liability limits for the international transportation
of goods and services. The International Air
Transport Association uses movements in the ex-
change rate of a currency against the SDR as a
trigger to review and revise cargo tariffs, if nec-
essary, which are specified in local currencies. In
addition, the SDR has been used to denominate
financial instruments created outside the Fund
(private SDRs), but the market for private SDRs
has remained very limited. After some activity in
1980/81, no new issues of securities or bank credits
denominated in SDRs have been made.

At the end of April 1988, the currencies of
seven member countries were pegged to the SDR.
When a member pegs its currency to the SDR, the
value of its currency is fixed in terms of the SDR
and is set in terms of other currencies by reference
to the SDR value of these currencies as calculated
and published by the Fund.

ACCOUNTS ADMINISTERED BY THE FUND

SUPPLEMENTARY FINANCING FACILITY
SUBSIDY ACCOUNT

The Supplementary Financing Facility Subsidy
Account was established in December 1980 to
reduce the cost for low-income developing mem-
bers of using the supplementary financing facility.
This Account was constituted by transfers from
the Special Disbursement Account of interest on,
and repayments of, Trust Fund loans (SDR 412.7
million);13 by donations (SDR 57.4 million); by
loans (SDR 4.6 million) that have been repaid; and
by the income on the investment of resources held
pending disbursement (SDR 56.9 million).14

The subsidy payable for the year ended June 30,
1987 continued to decline as a result of reductions
in the interest rate on supplementary financing
facility loans. The subsidy paid fell in the range
of 1.45—1.55 percent per annum for those mem-

national Development Association, International Fund for Agri-
cultural Development, International Telecommunications Union,
Islamic Development Bank, Nordic Investment Bank, and Uni-
versal Postal Union.

13 Cumulative from the inception of the Account until these
transfers stopped in 1985/86.

14 Cumulative from the inception of the Account through Ap-
ril 30, 1988.
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bers eligible to receive the full rate of subsidy and
in the range of 0.72-0.77 percent per annum for
those eligible to receive half of the full rate of
subsidy. These rates compared with the ranges of
2.54-2.70 percent and 1.30-1.34 percent, respec-
tively, paid in the preceding year.15 Proposed sub-
sidy payments in 1987/88 amounted to SDR 29.1
million,16 bringing the total subsidy payments since
the inception of the Account to SDR 397.6 million
(Table II.16).17 Subsidy payments were made to
each eligible member on August 4, 1987, or as
soon thereafter as the member had paid all over-
due charges, if any, on balances eligible for the
subsidy.18

The resources of the Account are held in SDR-
denominated investments with the BIS and the
International Bank for Reconstruction and Devel-
opment (IBRD/World Bank) pending disburse-
ment.19 As of April 30, 1988, supplementary fi-
nancing facility subsidies totaling SDR 394.4 million
had been disbursed and SDR 65.9 million of re-
sources were held in interest-earning investments
for future disbursements (including SDR 3.2 mil-
lion of subsidies approved but withheld as of Ap-
ril 30, 1988 on account of members' nonpayment
of supplementary financing facility charges). The
balance of resources available to the Account
(SDR 67.1 million) had been transferred to the
Special Disbursement Account for use by the struc-
tural adjustment facility.

NET INCOME POSITION, CHARGES, AND
REMUNERATION

The Fund aims at achieving a positive net in-
come each financial year to add to its reserves,
after covering its expenses and paying an appro-
priate rate of remuneration, while retaining a
concessional element in the rate of charge payable
by members on the use of its ordinary resources.
The Fund reviews its income position at the begin-
ning and middle of each financial year to deter-

15 Prior to 1987, the respective rates were 3 percent and 1.50
percent per annum.

16 This amount comprised SDR 28.7 million of subsidy payable
for the year ended June 30, 1987 and SDR 0.4 million payable as
additional disbursement for the year ended June 30, 1986.

17 As of April 30, 1988, subsidy payments totaling SDR 3.2
million had not been paid to five members.

18 Executive Board Decision No. 8674-(87/117)SBS, August 3,
1987 (reproduced in Appendix III).

19 Executive Board Decision No. 7990-(85/81), May 28, 1985,
Selected Decisions, Thirteenth Issue, page 141.

mine the rate of charge, taking into account the
factors affecting the cost and use of Fund re-
sources.

In July 1986, the Executive Board examined the
financial consequences for the Fund of overdue
obligations and decided that these consequences
should be shared between debtor and creditor
member countries and that this sharing should be
applied in a simultaneous and symmetrical fash-
ion.20 For the financial years 1986/87 and 1987/
88, the Fund's target amount of net income was
raised from 5 percent to 7.5 percent of reserves
at the beginning of each year. This increase was
financed equally by a higher rate of charge than
would otherwise have been obtained and by a
lower rate of remuneration than would otherwise
have been payable. In January 1988, the Fund
decided to allocate the increased target income
over 5 percent for 1987/88 to the Special Contin-
gent Account established in 1987. It was further
decided to generate an additional amount equal
to 2.5 percent of reserves at the beginning of the
year for placement to this Account.21 This addi-
tional amount would be generated by adjusting
both the rate of charge and the rate of remuner-
ation. In addition, an amount of income equal to
the charges being deferred22 is generated through
a simultaneous upward adjustment of the rate of
charge and a downward adjustment of the rate of
remuneration. The latter adjustment is subject to
a limitation that precludes adjustment of this rate
to a level less than 85 percent of the SDR interest
rate, unless the Executive Board decides otherwise.
In the light of the level of deferred charges in the
fourth quarter of 1987/88 that could not be gen-
erated fully by a symmetrical adjustment of the
rate of remuneration and the rate of charge, the
Executive Board decided in May 1988 to reduce
the amount of addition to reserves from 5.0 per-
cent to 4.1 percent. The shortfall is to be made up
through an additional placement to reserves in
1988/89.23

20 Executive Board Decision No. 8348-(86/122), July 25, 1986,
as amended by Decisions Nos. 8481-(86/202), December 17,
1986, and 8482-(86/202), December 17,1986, Selected Decisions,
Thirteenth Issue, pages 132-36.

21 Executive Board Decision No. 8780-(88/12), January 29,
1988 (reproduced in Appendix III).

22 Charges are deferred when members are overdue by six months
or more in payment to the Fund. Deferred charges are recognized
as income when they are actually settled.

23 Executive Board Decisions Nos. 8878-(88/84), 8879-(88/84),
and 8880-(88/84), May 23, 1988 (reproduced in Appendix III).
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INCOME, EXPENSE, AND RESERVES

The Fund's operational income is derived mainly
from charges paid by members on the use of Fund
resources, service charges associated with the use
of Fund credit, and interest income from its hold-
ings of SDRs.

In the year ended April 30, 1988, the Fund
recorded net income of SDR 49 million, a decrease
of SDR 37 million from the net income of SDR 86
million recorded in the preceding financial year.
Income from periodic and special charges, net of
charges deferred (SDR 170 million), amounted to
SDR 1.86 billion, compared with SDR 2.09 billion
in the previous year. Special charges on overdue
obligations recorded as income in 1987/88 amounted
to SDR 16 million as against SDR 12 million in the
previous year. The fall in the amount of periodic
charges from that of the previous year reflected a
lower average rate of charge on the use of ordinary
resources, partially offset by higher costs of bor-
rowing by the Fund, and a decline in the average
balances to which the rates of charge are applied.
The breakdown of the average rate of charge and
that of the average balances on which the charges
are applied are shown below:

1986/87 1987/88
Average rate of charge

Ordinary resources (adjusted)
Borrowed resources

(In percent)
6.38 6.00
7.22 7.68

Average balances subject to charges
on the use of (In millions of SDRs)

Ordinary resources 18,545 17,025
Borrowed resources24 14,721 12,987

Larger purchases resulted in an increase in
service charges from SDR 16 million in 1986/87
to SDR 21 million in 1987/88.

Interest income derived from the Fund's hold-
ings of SDRs decreased by SDR 78 million from
SDR 144 million in 1986/87 to SDR 66 million in
1987/88. This fall in SDR interest income resulted
from lower average SDR holdings compared with
the previous year, combined with a lower average
rate of interest on the SDR. The SDR interest rate,
which is equal to 100 percent of the combined
market rate, reflected a fall in market rates on the
component instruments.

In total, the Fund's operational income in 1987/
88 amounted to SDR 1.95 billion, SDR 296 million

24 Including balances refinanced with ordinary resources when
borrowed resources were repaid prior to corresponding repurchases
by members.

below the SDR 2.25 billion recorded in 1986/87.
Operational expenses in 1987/88 (remuneration
on creditor positions, interest on Fund borrowings,
and the allocation to the Special Contingent Ac-
count) amounted to SDR 1.73 billion. This amount
was SDR 244 million less than operational ex-
penses of SDR 1.97 billion in 1986/87.

Remuneration expense in 1987/88 amounted to
SDR 0.90 billion, compared with SDR 1.02 billion
in the previous year. This decrease resulted pri-
marily from a lower average rate of remuneration,
after adjustment to take into account the conse-
quences of overdue obligations, of 5.12 percent
compared with 5.34 percent in 1986/87. These
adjustments resulted in an effective remuneration
coefficient for the year of 89.2 percent of the SDR
interest rate (88.5 percent in 1986/87).

In 1987/88, the Fund's outstanding borrow-
ings averaged SDR 10.84 billion, compared with
SDR 13.63 billion in 1986/87. The average rate of
interest on the outstanding amount of borrowed
resources was 7.38 percent, compared with 6.94
percent in 1986/87. This resulted in an interest
cost, net of income from the temporary investment
of borrowed resources, of SDR 0.77 billion in
1987/88, down from SDR 0.93 billion in the pre-
vious year. Total outstanding borrowing by the
Fund stood at SDR 9.07 billion on April 30, 1988
(SDR 12.70 billion on April 30, 1987).

Administrative expenses of the Fund amounted
to SDR 175 million, compared with SDR 191
million in 1986/87. Details of the Fund's income
and expenses are set out in Appendix VIII (Fi-
nancial Statements, pages 165-212).

CHARGES

At the beginning of each financial year and at
six-month intervals, the Executive Board reviews
the Fund's income position. In this connection,
the Board determines a target amount of income
for the year, and this target amount, together with
estimates of the level of use of Fund resources,
income and expenses (both operational and ad-
ministrative), serves as a basis for the Executive
Board to establish a basic rate of charge on the
use of the Fund's ordinary resources. For the
financial year 1987/88, this basic rate of charge
was set at 5.80 percent, taking into account the
adjustment necessary to generate half of the in-
crease in the target net income from 5 percent to
7.5 percent; in the fourth quarter of the year, the
rate was increased from 5.8 percent to 6.15 per-
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cent. Subsequent adjustments of this rate to make
up for one half of periodic charges deferred during
the year and a return to debtors of SDR 58
million, representing net income earned by the
Fund in excess of the target amount for the year,
resulted in an average rate of charge for the year
of 6.00 percent.

The Fund pays market-related rates of interest
on its borrowings. Members that make purchases
financed with these borrowed resources pay charges
to the Fund that reflect the Fund's cost of borrow-
ing plus a small margin. Under the supplementary
financing facility, the rate of charge is equal to the
rate of interest paid by the Fund plus a margin of
0.20 percent for the first three and a half years
that a purchase is outstanding plus an additional
0.125 percent after three and a half years. Under
the policy on enlarged access, the rate of charge
is equal to the net cost of Fund borrowing plus a
margin of 0.20 percent. In 1987/88, the average
rates of charge on purchases under the supple-
mentary financing facility and under the policy on
enlarged access were 8.70 percent and 7.39 per-
cent, respectively, compared with 7.11 percent and
6.94 percent, respectively, in 1986/87.

To cover the cost to the Fund resulting from
overdue obligations, the Fund levies an additional
"special charge" on such obligations. The rate of
special charge on overdue repurchases is equal to
the difference between the SDR interest rate and
the basic rate of charge whenever the SDR interest
rate is greater than the rate of charge before
adjustments to recover deferred income. Thus,
the rate of charge on overdue charges is equal to
the SDR interest rate. In the year ended April 30,
1988, special charges levied by the Fund amounted
to SDR 20.1 million (SDR 12.1 million in 1986/
87). Of this amount, SDR 19.8 million was treated
as deferred income (SDR 11.6 million in 1986/87).
Special charges included in current income
amounted to SDR 0.3 million (SDR 0.5 million in
the previous year).

REMUNERATION

The Fund pays remuneration to its creditor
members whenever it uses a member's currency
to the extent that its holdings of the member's
currency are reduced below the member's "norm."
The norm, which reflects a member's subscription
payment in reserve assets before the Second
Amendment of the Articles of Agreement, varies
from member to member. For those countries that

were members of the Fund on the effective date
of the Second Amendment (April 1, 1978), the
norm is equal to 75 percent of the member's quota
on that date, plus all subsequent increases in the
member's quota. For a member admitted to the
Fund after April 1, 1978, the norm is calculated
as the weighted average of the norms of all other
members on the date of membership, plus all
increases in the member's quota paid after the
date of admission. At April 30, 1988, the norms
of members ranged from 88.49 percent to 98.95
percent of quotas, unchanged from the range at
April 30, 1987.25 The average of the norms of all
members at April 30, 1988 (91.73 percent) was
unchanged from the previous year.

The rate of remuneration was raised to 100
percent of the SDR interest rate on February 1,
1987. However, after adjustment made to generate
one half of the increase in the target amount of
income (SDR 60 million) and one half of deferred
charges, the actual rate of remuneration paid to
creditor members of the Fund in 1987/88 averaged
5.12 percent (5.34 percent in 1986/87). The SDR
interest rate and the unadjusted rate of remuner-
ation applicable in 1987/88 are set out in Table
11.17.

TECHNICAL ASSISTANCE AND TRAINING

Technical assistance continued to be an impor-
tant part of the Fund's services to its member
countries during 1987/88 as members sought its
advice on a wide range of subjects, from broad
policy issues connected with stabilization policies
and external debt management to specialized tech-
nical matters. Much of the former assistance is
provided through the Fund's consultation proce-
dures with its members under Article IV or in
connection with adjustment programs. More re-
cently, this aspect of the Fund's assistance has been
expanded through the policy framework papers
prepared in conjunction with the World Bank for
lending under the SAF. Often, in helping a mem-
ber to carry out a program, the Fund will use both
the expert services of staff members from head-
quarters and the services of a staff member as-
signed to the country as resident representative.

Technical assistance and training is extended to
members in specific economic and financial topics,
either at headquarters or through staff missions

25 Except for Democratic Kampuchea, whose norm is 75 percent
of quota because there has been no change in this member's quota
since April 1978.
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to the member country concerned. To meet mem-
bers' requests, staff from almost every department
of the Fund may be provided. Assistance may
relate to a whole range of subjects, including
general economic policy, balance of payments ad-
justment programs, legal matters, debt manage-
ment, the problems that arise from inflation, ex-
change and trade systems, public finance issues,
financial sector issues, accounting, statistics, and
data processing.

The IMF Institute offers specialized training in
economic analysis and policy for officials of mem-
ber countries through courses and seminars in
Washington and abroad. The Institute is also re-
sponsible for arranging briefings to official visitors
at Fund headquarters. From the time of its estab-
lishment in 1964 until end-April 1988, a total of
some six thousand officials from 151 member
countries attended Institute courses and seminars
in Washington.

The Institute conducted fourteen courses and
one seminar in Washington during 1987/88. The
courses comprised three 18-week courses in finan-
cial analysis and policy (in Arabic, English, and
French), one 16-week course in financial analysis
and policy (in Spanish), one 12-week course in
financial programming and policy (in English), one
10-week course in public finance (in English), four
8-week courses in techniques of economic analysis
(in Arabic, English, French, and Spanish), two 8-
week courses in balance of payments methodology
(in English and Spanish), one 8-week course in
money and banking statistics (in English), and one
8-week course in government finance statistics (in
English). The course on public finance was con-
ducted in collaboration with the Fiscal Affairs
Department, and those on balance of payments
methodology, money and banking statistics, and
government finance statistics, in collaboration with
the Bureau of Statistics. The seminar, on the role
of the Fund in the international monetary system,
was conducted in English. A total of 460 partici-
pants attended the courses and the seminar.

During 1987/88, the Institute's training activities
abroad included three seminars—on financial
analysis and policy in Laos, on financial program-
ming and policy in Sierra Leone, and on financial
analysis in Algeria. A total of 77 participants at-
tended. The Institute also provided lecturing as-
sistance to six international, regional, and national
organizations, and technical assistance to the South-
East Asian Central Banks Research and Training

Centre and to the Arab Monetary Fund. The
Institute arranged 34 briefings at Fund headquar-
ters for 265 government officials.

An important part of the work of the Fiscal
Affairs Department relates to technical assistance
activities in the fiscal field. As in previous years,
advice by the department in 1987/88 covered a
wide range of fiscal issues, including tax policy
and administration, budget structures and proce-
dures, expenditure control, accounting, financial
reporting, and public enterprise finances. This
assistance is open to all member countries of the
Fund. While the large majority of requests came
from developing countries, advice on specific is-
sues was also provided to industrial and other
developed countries. In an increasing number of
cases, technical assistance helped achieve much-
needed economic adjustment by promoting the
effective implementation of fiscal measures. The
advice given comprised measures to enhance rev-
enue and improve tax administration, rationalize
expenditure policies, and strengthen budgeting
and control procedures, requiring detailed tech-
nical analysis from the department.

Technical assistance continued to be provided
through staff missions and the use of members of
the panel of fiscal experts, largely through field
assignments. In 1987/88 such assistance was given
to 50 countries. During the financial year there
were 19 long-term assignments by members of the
panel of fiscal experts and 55 short-term missions
using both staff members and members of the
panel of fiscal experts in the field; 44 panel mem-
bers and 23 staff members participated in this
work. In comparison with previous years, increas-
ing emphasis was placed on short-term missions
and on advice given to the authorities in the field.
Support and guidance to technical assistance ex-
perts on long-term assignments were provided
from headquarters on a regular basis.

Technical assistance on central banking and fi-
nancial sector issues is provided by the Central
Banking Department, both through the assignment
of outside experts and through staff advisory mis-
sions. Advice is also given by department staff by
correspondence and through consultations at Fund
headquarters with members. In financial year 1987/
88, 101 central banking experts were assigned to
executive and advisory positions with the monetary
authorities of 48 member countries and 4 regional
organizations, providing a total of 69 man-years
of assistance. About 65 percent of this assistance

82

©International Monetary Fund. Not for Redistribution



APPENDIX II • THE FUND IN 1987/88

was in the areas of research and policy and bank
regulation and supervision, while management,
general operations, external debt, and accounting
made up an additional 35 percent. Departmental
staff carried out 18 advisory missions, giving ad-
vice on a wide range of policy issues including
adequacy of monetary instruments, development
of government securities markets, bank regulation
and supervision issues, structure of financial sys-
tems, and banking legislation. In addition, depart-
mental staff participated in six area department
missions and five joint Bank-Fund advisory mis-
sions.

The Central Banking Department has continued
to undertake policy-oriented research in support
of its technical assistance activities on relevant
financial sector topics. Among the topics addressed
by staff studies during the year were the causes
and impact of banking crises; issues in monetary
control during financial reform; banking market
structure and monetary policy; and interest rate
determination. Computerization of bank legisla-
tion and monetary policy instruments—to ensure
that accurate and up-to-date data are readily avail-
able—continued in financial year 1987/88, and five
new laws were entered into the data bank on
banking legislation and nine of the laws previously
entered were updated; the data bank on monetary
policy instruments was also expanded, with the
addition of 55 new countries.

During 1987/88 the Bureau of Statistics continued
its program of technical assistance in statistics to
member countries. This program, which is an
important part of the Bureau of Statistics' overall
activities, has been increasingly oriented in recent
years to providing assistance to members who are
actual or prospective users of Fund resources. In
this connection the establishment of the SAF and
the ESAF has given rise to new statistical require-
ments that in turn have led a number of member
countries to strengthen their statistical bases, fre-
quently with assistance from the Bureau of Statis-
tics. The provision of technical assistance to coun-
tries that have recently joined the Fund or whose
statistical base is at an early stage of development
remains a high priority.

Assistance was provided primarily through mis-
sions to member countries, as well as through
training visiting national statisticians at Fund head-
quarters. Mission activity was designed to improve
the currentness, coverage, and quality of data
required for the Fund's analytical and operational

needs. The principal areas of statistics covered
were money and banking, government finance,
balance of payments, international banking and
external debt, and general economic data. Train-
ing activities at headquarters focused mainly on
familiarizing national statisticians with current sta-
tistical methodologies as well as their application
in individual cases.

During the year the staff of the Bureau of
Statistics participated in 63 technical assistance
missions to 50 countries and 2 regional organiza-
tions (Banque des Etats de 1'Afrique Centrale and
the Central American Monetary Council) and pro-
vided training at headquarters to 11 officials from
member countries. In addition, staff of the Bureau
collaborated with the IMF Institute in conducting
courses in balance of payments, government fi-
nance, and money and banking statistics. A semi-
nar on money and banking statistics was held in
China, and a regional seminar on local govern-
ment finance statistics was conducted in Vene-
zuela. Bureau of Statistics staff lectured in a bal-
ance of payments seminar organized by the Eastern
Caribbean Central Bank in St. Kitts and Nevis and
participated in conducting a seminar on the same
topic organized by the Arab Monetary Fund in
the United Arab Emirates.

In view of the expanding role of technology,
the Bureau of Computing Services continued to re-
ceive a large number of visitors and delegations
from member countries and international organi-
zations during 1987/88. The duration of the visits
usually ranged from one to three days, and agen-
das were specifically adopted to provide insight
into various aspects of the Fund's computing op-
erations and to address particular technical issues
and problems encountered in establishing and
administering data processing systems.

Of particular interest to the visitors were discus-
sions, lectures, and computer demonstrations on
the expanding role of desk-top microcomputers.
A number of briefings were conducted on this
topic to provide the delegations with timely advice
on the hardware and software facilities available,
as well as on the impact of linking and integrating
applications and data between the desk-top micro-
computers and the large central (mainframe) com-
puter. The delegations were also seeking answers
about the support facilities and training services
required for users of information systems. Twelve
delegations from member countries and interna-
tional or regional economic organizations spent
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one to two days being shown and receiving training
on the Economist's Workstation system. Demon-
stration systems were made available for in-depth
study and assessment of their usefulness in the
home environment. Other topics of interest to the
visitors related to the design and development of
statistical data base systems, automation of eco-
nomic analysis and forecasting systems, integration
of word processing and other office functions,
data communication networks, system perform-
ance optimization, and the aspects of physical
security and access security (password manage-
ment, external-user access, and contingency and
backup procedures).

The Bureau of Computing Services also pro-
vided longer computer and technology training,
in one instance lasting up to one month. Technical
staff from member countries were trained by ac-
tually integrating them into the work units of the
divisions and allowing them to assist in carrying
out the operational assignments.

With regard to technical assistance in the area
of electronic data processing, three missions were
authorized to the central banks of Burma, China,
and Poland. The Bureau provided these countries
with unique technical expertise that would directly
support the work of the Fund. These missions
assisted the member countries in developing com-
puter systems to collect, process, manage, and
exchange economic data.

The Legal Department continued to provide legal
technical assistance to member countries in the
field of banking, in close association with the
Central Banking Department, and, in fiscal affairs,
in cooperation with the Fiscal Affairs Department.
Legal technical assistance provided by the depart-
ment included drafting of legislation for member
countries and providing expert advice to other
international organizations.

RELATIONS WITH OTHER INTERNATIONAL
ORGANIZATIONS

During 1987/88 the Fund maintained and
strengthened its long-standing ties with other in-
ternational and regional organizations that have
related responsibilities and share common inter-
ests. This cooperation was reflected in such areas
as attendance by staff at meetings and seminars,
exchange of documents and information, and joint
participation in various groups convened to ex-

amine specific aspects of the international econ-
omy.

Relations with the United Nations are main-
tained primarily by the Director of the Fund Office
in the United Nations and Special Representative
to the United Nations in New York, as well as by
the periodic exchanges of views and documents
with relevant UN bodies.

The Office in Europe located in Paris is respon-
sible for maintaining continuous liaison with the
BIS, the Commission of the European Communi-
ties (CEC), and the Organization for Economic
Cooperation and Development (OECD). The Of-
fice in Geneva provides liaison with the General
Agreement on Tariffs and Trade (GATT), the
UN Conference on Trade and Development
(UNCTAD), and other UN organizations located
in Geneva, such as the International Labor Orga-
nization (ILO) and the World Health Organization
(WHO). The work of these offices is supple-
mented, as necessary, by assignment of staff and
technical experts from headquarters. In addition,
staff in the field attend and participate in numer-
ous meetings and seminars, including those of
regional economic and financial organizations in
Africa, Asia and the Pacific, Latin America and
the Caribbean, and the Middle East, particularly
the regional development banks.

Collaboration with the World Bank, with which
the Fund has a unique relationship, intensified
during the period under review. Cooperation con-
sisted of joint participation in missions, attendance
at each other's Executive Board meetings, the
regular exchange of documents and information,
and attendance at and participation in conferences
and seminars. An expanded area of cooperation
in relations of the two Bretton Woods institutions
with low-income member countries is in the pro-
vision of mutual support for the operation of the
SAF and the newly established ESAF. At the invi-
tation of the World Bank, the Fund was repre-
sented at meetings of the India and Pakistan
Consortia, the Consultative Groups for Ghana,
Guinea, Madagascar, Morocco, Mozambique, Sen-
egal, Somalia, Tanzania, Uganda, and Zaire, and
meetings of the Bangladesh and Sri Lanka Aid
Group. The Fund also provided documentation
for a meeting of the Consultative Group for Su-
dan. In addition, the Fund was represented at and
provided documentation for an informal meeting
of Mozambique's aid donors and a meeting of the
Intergovernmental Group on Indonesia.
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In connection with the ongoing revision of the
UN System of National Accounts, the Fund con-
tinued to participate in the periodic expert group
meetings organized by the Intersecretariat Work-
ing Group on National Accounts. The Working
Group comprises staff of the statistical offices of
the Fund, the EC, the OECD, the UN, and the
World Bank.

The Uruguay Round of trade negotiations, con-
ducted under GATT procedures and practices,
provided an opportunity for increased coopera-
tion between the Fund and that organization.
Reflecting the increasing importance of the work
of the GATT to the institution, the Fund created
the enhanced position of Special Trade Repre-
sentative and Director of the Office in Geneva. In
addition to attending sessions of the Uruguay
Round, Fund staff participated in meetings of the
GATT Committee on Balance of Payments Re-
strictions, during w^hich consultations on trade
restrictions imposed for balance of payments rea-
sons were completed for Brazil, Colombia, Ghana,
India, Israel, Korea, Pakistan, Peru, Sri Lanka,
and Turkey. Fund observers were also present
during the meetings of the GATT Council of
Representatives and at the forty-third session of
the CONTRACTING PARTIES to the GATT.

As in previous years, the Managing Director ad-
dressed the Second Regular Session of the Eco-
nomic and Social Council of the UN in Geneva,
on June 26, 1987. On July 27, 1987, he delivered
a speech to the Seventh Session of the UNCTAD
in Geneva. In New York, he delivered speeches to
the Committee on Economic and Financial Issues
of the UN General Assembly on October 26, 1987,
and to the Administrative Committee on Coordi-
nation, also in October. In addition, he attended
meetings in New York of the Joint Consultative
Group on Policy of the principal funding organi-
zations of the UN system, and the ICC/UN-GATT
Economic Consultative Committee, which were
held on February 10 and February 11, 1988,
respectively. In Paris, on May 12, 1987, the Man-
aging Director delivered a statement to the min-
isterial meeting of the OECD. On January 20,
1988 he addressed the Twenty-Third SEACEN
Governors' Conference in Singapore, and on Jan-
uary 21, 1988, while in Singapore, he attended a
meeting of the Consultative Group on Interna-
tional Economic and Monetary Affairs (the Group
of Thirty). The Managing Director also attended
meetings of the central bank governors of the

Group of Ten in Basle, in July 1987 and March
1988. Prior to the meetings of the Interim and
Development Committees, he attended the meet-
ings of the ministers and governors of seven major
industrial countries and the thirty-seventh and
thirty-eighth meetings of the ministers of the In-
tergovernmental Group of Twenty-Four on Inter-
national Monetary Affairs, which were held on
September 26, 1987 and April 13, 1988. On Sep-
tember 27, 1987 and April 14, 1988, he partici-
pated in the meetings of the ministers and gover-
nors of the Group of Ten, which were held in
Washington.

The Deputy Managing Director attended a meet-
ing of the Association of African Central Banks,
in Libreville, Gabon, on June 23-25, 1987. Fund
Counsellors participated in meetings in Paris of
the Deputies of the Group of Ten, on Septem-
ber 9, 1987 and March 10, 1988.

EXTERNAL RELATIONS

During the year, the Fund intensified its efforts
to explain its role, activities, and policies to a wider
audience, and placed priority on correcting the
negative perceptions of the Fund held in some
member countries. The establishment of the ESAF
and the discussions about the development of
external contingency mechanisms in the Fund,
exchange rate movements among the major cur-
rencies and related developments, developments
under the debt strategy, and continued discussions
about multilateral surveillance and the use of ob-
jective economic indicators all stimulated interest
in the Fund by the general public and the press.
To help meet this growing interest, the Managing
Director and senior staff delivered addresses cov-
ering a wide range of international economic issues
at both international and national forums. Mem-
bers of the Fund staff also delivered papers and
participated in conferences, seminars, and sym-
posia. The seminar program for nonofficials con-
tinued to play an important role in the Fund's
external relations effort. Two seminars were held
during the financial year: in Milan on January 27—
30, 1988 and in Casablanca on March 21-23, 1988.
The proceedings of the seminars are to be pub-
lished.

During the financial year, the Fund continued
to expand its contacts with the news media in
Africa, Asia, Europe, and Latin America and the
Caribbean as part of an expanded effort to im-
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prove public understanding of the institution and
its role in the international monetary system. Pres-
entations on the role and work of the Fund were
also given under the Visitors' Program to repre-
sentatives of academic, business, financial, labor,
and political groups. The IMF Visitors' Center
conducted an active program of regular seminars
on a wide range of international economic issues,
as well as art exhibitions (in collaboration with
embassies of member countries) and other cultural
events, such as film screenings and concerts.

The Fund's publications continue to play a ma-
jor role in disseminating information about the
work of the Fund. The Fund has a vigorous
publications program, and both the number of
titles as well as the variety of subject matters
covered has continued to expand. The World Eco-
nomic Outlook and the other publications in the
"World Economic and Financial Surveys" series

continued to attract considerable public attention.
The blanket order book service, which had been
set up the previous year, became established, en-
abling subscribers to receive new publications au-
tomatically as they are issued. A complete listing
of publications issued during the year, including
books, seminar volumes, and Occasional Papers, is
provided in Appendix Table 11.18.

EXECUTIVE DIRECTORS AND STAFF

A list of Executive Directors and their voting
power on April 30, 1988 is given in Appendix V.
The changes in membership of the Executive
Board during 1987/88 are shown in Appendix VI.

In the financial year ended April 30, 1988, there
were 122 appointments to the Fund's regular staff
and 137 separations. At the end of the financial
year, the staff numbered 1,652 and was drawn
from 100 countries.
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Exchange Rate Arrangements as of March 31, 19881

Pegged

U.S.

Afghanistan4

Antigua and
Barbuda

The Bahamas4

Barbados
Belize
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Ecuador4

El Salvador4
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Guyana4
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Lao People's
Democratic
Republic4

Single
dollar

Liberia
Mozambique
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Panama

Paraguay4

Peru4

St. Kitts and
Nevis

St. Lucia
St. Vincent

Sierra Leone
Somalia
Sudan4
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Republic4

Trinidad and
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Uganda
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Viet Nam4

Yemen Arab
Republic

Yemen,
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Democratic
Republic of

Zambia

currency
French franc

Benin
Burkina Faso
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Republic
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Congo
Cote d'lvoire
Equatorial

Guinea
Gabon

Mali
Niger
Senegal
Togo

Other
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(Indian
rupee)

Kiribati
(Australian
dollar)
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African rand)
jwazi land

(South
African rand)

Tonga
(Australian
dollar)

Flexibility Li
a Single <

mited vis-a-vis

Group of Currencies Adjusted

Currency composite Singlp
SDR Other currency-

Burma Algeria4 Bahrain5

Burundi Austria Qatar5

Iran, Bangladesh4 Saudi Arabia5

Islamic Botswana United Arab
Republic of Cape Verde Emirates5

Jordan _
• -i CyprusLibya6

 c.yp
y FIJI

Rwanda Finland7

Seychelles Hungary

Israel
Kenya
Kuwait
Malawi
Malaysia7

Malta

i[Nepal
Norway
Papua New

Guinea

Poland
Romania
Sao Tome and

Principe
Solomon

Islands

Sweden10

Tanzania
Thailand
Vanuatu
Western Samoa
Zimbabwe

dLLurumg
Cooperative to a set

arrangements3 of indicators

Belgium4 Brazil
Denmark Chile4

France Colombia
Germany, Madagascar

Federal Portugal
Republic of

Ireland

Italy
Luxembourg4

Netherlands

More Flexible

Other
managed
floating

Argentina4

China4

Costa Rica4

Dominican
Republic

Egypt4

Greece
Guinea-

Bissau
Iceland
India8

Indonesia
Jamaica

Korea
Mauritania
Mexico4

Morocco
Pakistan

Singapore
Sri Lanka
Tunisia
Turkey9

Yugoslavia

Indepen-
dently

floating

Australia
Bolivia
Canada
The Gambia
Ghana4

Guinea
japan
Lebanon
Maldives
New Zealand

Nigeria4

Philippines
South

Africa4

Spain
United

Kingdom

United States
Uruguay
Zaire

1 No current information is available relating to Democratic Kampuchea.
2 In all cases listed in this column, the U.S. dollar was the currency against which exchange

rates showed limited flexibility.
3 This category consists of countries participating in the exchange rate mechanism of the European

Monetary System. In each case, the exchange rate is maintained within a margin of 2.25 percent
around the bilateral central rates against other participating currencies, with the exception of Italy,
in which case the exchange rate is maintained within a margin of 6 percent.

4 Member maintains dual exchange markets involving multiple exchange arrangements. The
arrangement shown is that maintained in the major market. The dual exchange market in the Yemen
Arab Republic was unified on January 1, 1988.

5 Exchange rates are determined on the basis of a fixed relationship to the SDR, within margins

of up to ± 7.25 percent. However, because of the maintenance of a relatively stable relationship
with the U.S. dollar, these margins are not always observed.

6 The exchange rate is maintained within margins of ± 7.5 percent.
7 The exchange rate is maintained within margins of ± 2.25 percent.
8 The exchange rate is maintained within margins of ± 5 percent on either side of a weighted

composite of the currencies of the main trading partners.
9 The Central Bank establishes its selling rate daily and the buying rate is set at Vi of 1 percent

below the selling rate. Commercial banks must use the Central Banks selling rate, but are free to
set their own buying rate.

10 The exchange rate is maintained within margins of ± 1.5 percent.

Mauritus
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Table 11.2

Purchases Under Tranche Policies and Special Facilities, 1982-88
(In billions of SDRs)

Financial Year Ended April 30

Purchases under tranche policies
First credit tranche
Upper credit tranches
Extended Fund facility

Purchases under special facilities
Compensatory financing facility
Buffer stock financing facility

Total

1982

5.33
0.02
2.73
2.58

1.63
1.63

6.96

1983

7.17
0.03
3.68
2.46

4.09
3.74
0.35

10.26

1984

8.88

4.16
4.72

1.28
1.18
0.10

10.16

1985

4.81

2.77
2.04

1.25
1.25

6.06

1986

3.34
0.292

2.55
0.50

0.60
0.60

3.94

1987

2.58
0.022

2.31
0.25

0.59
0.59

3.17

1988

2.58
0.04
2.28
0.26

1.54
1.54

4.12
1 Less than SDR 50 million.
2 Emergency assistance.
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Member

Argentina
Bolivia
Burundi
Central African

Republic
China

Congo
Costa Rica
Cote cTlvoire

Ecuador

Egypt
Gabon
Gambia, The
Ghana
Guinea
Jamaica

Kenya
Madagascar
Malawi
Mauritania
Mexico
Morocco

Niger
Nigeria
Philippines
Senegal

Sierra Leone

Somalia
Tanzania
Togo

Tunisia
Za'ire

Zambia
Total

Approved
for Member
Since 1953

12
14
8

6
2

3
10

3

12

4
2
5
8
3
6

7
7
4
6
4

11

4
1

18
7

7

12
3
7

7
8

6

Date of
inception

07/23/87
06/19/86
08/08/86

06/01/87
11/12/86

08/29/86
10/28/87
06/23/86
02/29/88
08/1 5/86
01/04/88

05/1 5/87
1 2/22/86
09/1 7/86
10/15/86
07/29/87
03/02/87

02/01/88
09/1 7/86
03/01/88
05/04/87
11/19/86
12/16/86

12/05/86
01/30/87
10/24/86
11/10/86
10/26/87
11/14/86

06/29/87
08/28/86
06/09/86
03/16/88
11/04/86
05/28/86
05/15/87
02/2 1/866

Date of
expiration

09/30/88
07/20/87
03/31/88

05/31/88
11/11/87

04/28/88
03/31/89
06/22/881

04/30/89
08/1 4/872

02/28/89

11/30/88
12/31/88
10/16/87
10/14/87
08/28/88
05/31/88

07/31/89
02/16/88
05/30/89
05/03/88
04/01/88
04/30/88

1 2/04/87
01/31/88
08/23/88
11/09/873

10/25/88
11/13/87

02/28/89
02/27/88
04/08/884

04/1 5/89
05/31/88
03/27/885

05/14/88
02/28/887

Total

50.00
21.00

597.73

22.40

100.00

75.40

98.69
5.13

81.80

85.00

30.00

1 ,400.00
230.00

10.11
650.00
198.00
34.00

23.16

64.20
23.04

103.65
214.20

4,117.51

Of which:
borrowed
resources

74.31

59.18

56.65

81.80

56.67

23.93

1,017.19
148.33

9.15

131.17
20.75

19.74

171.76

1,870.63

Of which:
borrowed

Total resources

947.50 631.67

8.00

40.00

94.00 62.67

75.35 65.38

250.00

1 1 .60

85.00

13.02
10.00

21.28

33.15 22.10

13.00 8.67

100.00 80.66

1,701.90 871.15

at Expira-
tion or

Cancellation

17.30
21.00

12.90

76.00

60.30

650.00

15.16

18.73
14.40

166.60

194.80

1,247.19

as of
April 30,

1988

331.00

7.00

87.00

60.28

134.00
51.16

11.60
15.00

69.35

3.77

70.00

8.60

27.62

10.41
12.65

75.50

1,014.94

1 Canceled as at February 28, 1988.
2 Canceled as at June 10, 1987.
3 Canceled as at September 28, 1987.
4 Canceled as at March 15, 1988.
5 Canceled as at April 21, 1987.
6 Approved in 1985/86.
7 Canceled as at May 15, 1987.
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Total Number
of Stand-By

Arrangements Current Arrangement
Amount Approved

in 1986/87
Amount Approved

in 1987/88 

Amount Not
Purchased

Amount Not
Purchased

Table 11.3

Fund Stand-By Arrangements for Members, Financial Year Ended April 30, 1988
(In millions of SDRs)

40.00
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Table 11.4

Purchases of Currencies and SDRs from the Fund, Financial Year Ended April 30, 1988
(In millions of SDRs)

Under Tranche Policies

Stand-by
arrangements

Member
Purchasing

Argentina
Bangladesh
Central African Republic
Chile
Cote d'lvoire

Ecuador
Egypt
Gabon
Gambia, The
Ghana

Indonesia
Jamaica
Kenya
Madagascar
Malawi

Mauritania
Mexico
Morocco
Niger
Philippines

Sao Tome and Principe
Senegal
Somalia
Sri Lanka
Tanzania

Togo
Trinidad and Tobago
Tunisia
Uganda
Za'i're

Total

Within
reserve Credit Ordinary
tranche tranche resources

— — 205.50
— — 24.00
— — 1 .00
— — —

— — 2.33

— 37.70 5.02
— — 116.00
— — 6.71
— — 4.10
— — —

— — 20.00
— — 15.65
— — 1.91
— — 9.25

— — 10.00
_ _ 157.81
— — 53.33
— — _

— — 23.33

0.01 — —
— — 17.68
— — 1 .84

— —
_ _ 12.48

— — 0.86
35.00 — —

— — 47.00
_ — —

— — 8.17

35.01 37.70 743.97

Enlarged
access

resources

411.00
—
—
—

4.67

10.05
—

13.41
—

49.08

40.00
—

18.09
—

792.19
106.67

8.09
46.67

10.00
3.69

—

—

1.73
—
—
—

16.33

1,531.66

Under Decision on

Extended Fund
facility

Enlarged
Ordinary access Compensatory
resources resources financing

— — 751.91
— — —
— — —

70.83 141.67 —
— — 82.75

— — 42.70
— — —
— — —
— — —

15.85 31.70 —

— — 462.90
— — —
— — —
— — —

— — —

— —
— — —
— — —

— — —

— — —
— — —

— — 108.80
— — —

— —
— — —
— — —

— — 49.80
— — 45.30

86.68 173.37 1,544.16

Purchases Financed with

Ordinary resources

Total
Purchases

1,368.41
24.00

1.00
212.50

89.75

95.47
116.00

20.12
4.10

96.63

462.90
60.00
15.65
20.00

9.25

10.00
950.00
160.00

8.09
70.00

0.01
27.68

5.53
108.80

12.48

2.59
35.00
47.00
49.80
69.80

4,152.56

Currencies

345.20
—
—

19.00
2.33

15.00
—

3.35
—

15.85

106.70
5.00

—
—
—

7.49
52.00
37.00

—
11.49

10.88
1.73

42.30
—

0.86
—

20.00
—

6.50

702.69

SDRs

612.22
24.00

1.00
51.83
82.75

70.42
116.00

3.35
4.10

—

356.20
15.00
15.65

1.91
9.25

2.51
105.81

16.33
—

11.84

0.01
6.80
0.11

66.50
12.48

35.00
27.00
49.80
46.97

1,744.84

Enlarged
access

resources

411.00
—
—

141.67
4.67

10.05
—

13.41

80.78

40.00
—

18.09
—

_

792.19
106.67

8.09
46.67

10.00
3.69

—

1.73
—
—
—

16.33

1,705.03
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Table 11.5

Summary of Members' Purchases and Repurchases,
Financial Years Ended April 30, 1948-88

(In millions of SDRs)

Year

1948
1949
1950
1951
1952

1953
1954
1955
1956
1957

1958
1959
1960
1961
1962

1963
1964
1965
1966
1967

1968
1969
1970
1971
1972

1973
1974
1975
1976
1977

1978
1979
1980
1981
1982

1983
1984
1985
1986
1987

1988

Total

Total Purchases
by Members

606.04
119.44

51.80
28.00
46.25

66.12
231.29

48.75
38.75

1,114.05

665.73
263.52
165.53
577.00

2,243.20

579.97
625.90

1,897.44
2,817.29
1,061.28

1,348.25
2,838.85
2,995.65
1,167.41
2,028.49

1,175.43
1,057.72
5,102.45
6,591.42
4,910.33

2,503.01
3,719.58
2,433.26
4,860.01
8,040.62

11,391.89
11,517.73
6,288.87
4,101.22
3,684.56

4,152.56

105,156.661

Total Repurchases
by Members

—
24.21
19.09
36.58

184.96
145.11
276.28
271.66

75.04

86.81
537.32
522.41
658.60

1,260.00

807.25
380.41
516.97
406.00
340.12

1,115.51
1,542.33
1,670.69
1,656.86
3,122.33

540.30
672.49
518.08
960.10
868.19

4,485.01
4,859.18
3,775.83
2,852.93
2,009.88

1,555.12
2,017.65
2,730.39
4,289.01
6,169.32

7,934.57

61,894.592

Table 11.6

Summary of Stand-By Arrangements That Became
Effective During the Financial Years Ended

April 30, 1953-881

(In millions of SDRs)

Year Number Amount

1953
1954
1955
1956
1957

1958
1959
1960
1961
1962

1963
1964
1965
1966
1967

1968
1969
1970
1971
1972

1973
1974
1975
1976
1977

1978
1979
1980
1981
1982

1983
1984
1985
1986
1987

1988

Total

2
2
2
2
9

11
15
14
15
24

19
19
24
24
25

32
26
23
18
13

13
15
14
18
19

18
14
24
21
19

27
25
24
18
22

14

624

55.00
62.50
40.00
47.50

1,162.28

1,043.78
1,056.63
363.88
459.88

1,633.13

1,531.10
2,159.85
2,159.05
575.35
591.15

2,352.36
541.15

2,381.28
501.70
313.75

321.85
1,394.00
389.75

1,188.02
4,679.64

1,285.09
507.85

2,479.36
5,197.93
3,106.21

5,449.98
4,287.33
3,218.33
2,123.40
4,117.51

1,701.90

60,479.47

1 Includes renewals and extensions for one year or less, except for the
renewals each six months of the stand-by arrangement for Belgium granted
in June 1952 until that member purchased the full amount of the equivalent
of SDR 50 million in April 1957.

1 Includes reserve tranche purchases.
2 Excludes sales of currency and adjustments that have the effect of

repurchase.
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Table 11.7

Extended Fund Facility Arrangements for Members, July 7, 1975-April 30, 1988
(In millions of SDRs)

Member

Approved in previous
financial years

Bangladesh
Brazil
Chile
Costa Rica
Cote d'lvoire
Dominica
Dominican Republic
Egypt
Gabon
Grenada
Guyana

Haiti
Honduras
India
Jamaica

Kenya
Malawi
Mexico

Morocco

Pakistan

Peru
Philippines
Senegal
Sierra Leone
Sri Lanka
Sudan
Zaire
Zambia

Subtotal
Approved during

financial year 1987/88
Ghana

Total

Date of
Inception

12/08/80
03/01/83
08/1 5/85
06/17/81
02/27/81
02/06/81
01/21/83
07/28/78
06/27/80
08/24/83
06/25/79
07/25/80
10/25/78
06/28/79
11/09/81
06/09/78
06/11/79
04/13/81
07/07/75
09/19/83
01/01/77
01/01/83
10/08/80
03/09/81
11/24/80
12/02/81
06/07/82
04/02/76
08/08/80
03/30/81
01/01/79
05/04/79
06/22/81
05/08/81

11/06/87

Date of
Expiration

12/07/83
02/28/86
08/14/88
06/1 6/84
02/22/84
02/05/84
01/20/86
07/27/81
12/31/82
08/23/86
06/24/82
07/24/83
10/24/81
06/27/82
11/08/84
06/08/81
06/10/81
04/12/84
07/06/78
09/18/86
12/31/79
12/31/85
10/07/83
10/07/83
11/23/83
11/23/83
06/06/85
04/01/79
08/07/83
02/22/84
12/31/81
05/03/82
06/21/84
05/07/84

11/05/90

Total
Amount of

Arrangement

800.001

4,239.38
750.00
276.752

484.50
8.55

371 .253

600.00
34.00
13.504

62.755

1 50.006

32.20
47.60

5,000.007

200.008

260.009

477.7010

67.20
81.0011

518.0012

3,410.63
810.0013

817.0514

1,268.0015

919.00
650.0016

217.0017

184.8018

186.0019

260.30
427.0020

912.0021

800.0022

25,336.16

245.40
25,581.56

Of Which:
Borrowed
Resources

480.80
2,842.88

437.50*
190.65
324.90

4.49
255.75

—
—

8.98
35.00

116.37
—
—

2,595.50
—

227.10
390.55

—
62.47

—
2,287.13

600.00
567.00
869.00
490.12
311.56

—
126.00
121.81

—
303.80
632.94
674.00

14,956.30

163.60
15,119.90

Amount Not Of Total Amount
Purchased at Approved, Amount Not
Expiration or Purchased as of
Cancellation April 30, 1988

580.00 —
1,496.25 —

— 100.00
254.25 —

38.47 —
— —

247.50 —
525.00 —
34.00 —
12.37 —
52.75 —
98.27 —
21.40 —
23.70 —

1,100.00 —
130.00 —
175.00 —
74.90 —
59.50 —
24.00 —

518.00 —
907.95 —
663.00 —
680.55 —
919.00 —
189.00 —
385.00 —

— —
143.70 —
152.50 —

— —
1 76.00 —
737.00 —
500.00 —

10,919.06 100.00

— 197.85
10,919.06 297.85

*NOTE: Mix of resources modified as of December 31, 1986, Executive
Board Decision No. 8487-(86/205), December 19, 1986, Selected Deci-
sions, Thirteenth Issue, pages 52-60.

1 Arrangement canceled as of June 21, 1982.
2 Canceled as of December 20, 1982 and replaced by a stand-by

arrangement.
3 Arrangement canceled as of January 17, 1985.
4 Arrangement canceled as of January 23, 1984.
5 Canceled as of June 24, 1980.
6 Arrangement augmented by SDR 50 million in July 1981 to a total of

SDR 150 million. Arrangement canceled as of July 22, 1982.
7 Arrangement canceled as of May 1, 1984.
8 Canceled as of June 10, 1979.
9 Canceled as of April 12, 1981.
10 Arrangement augmented by SDR 241.30 million in June 1981 to a total

of SDR 477.70 million.
11 Amount of arrangement decreased from SDR 100 million. Arrangement

canceled as of August 5, 1986.

12 Includes augmentation by repurchase equivalent to SDR 100 million.
13 Canceled as of March 8, 1981.
14 Arrangement canceled as of April 25, 1982 and replaced by a stand-

by arrangement.
15 Canceled as of December 1, 1981.
16 Arrangement canceled as of April 24, 1984 and replaced by a stand-

by arrangement.
17 Includes augmentation by repurchase equivalent to SDR 38.75 million.
18 Canceled as of September 10, 1981 and replaced by a stand-by

arrangement.
19 Arrangement augmented by SDR 22.30 million in June 1981 to a total

of SDR 186 million. Arrangement canceled as of April 6, 1982.
20 Arrangement augmented by SDR 227 million in November 1980,

canceled on February 17, 1982, and replaced by a stand-by arrangement.
21 Arrangement canceled as of June 21, 1982.
22 Arrangement canceled as of July 3, 1982.
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Table 11.8

Repurchases of Currencies from the Fund, Financial Year Ended April 30, 1988
(In millions of SDRs)

Repurchases in Respect of Purchases of

Borrowed Resources

Member
Repurchasing

Argentina1

Bangladesh
Barbados
Belize
Bolivia

Brazil
Burma
Central African Republic
Chile
Costa Rica

Cote d'lvoire
Dominica
Dominican Republic
Ecuador
Egypt
El Salvador
Ethiopia
Fiji
Gambia, The
Ghana

Grenada
Guatemala
Guinea
Guinea-Bissau
Haiti

Honduras
Hungary
Iceland
India
Jamaica

Jordan
Kenya
Korea2

Madagascar
Malawi

Mali
Mauritania
Mauritius
Mexico
Morocco

Niger
Pakistan
Panama
Philippines
Portugal3

Romania
Senegal
Sierra Leone
Solomon Islands
Somalia

South Africa
Sri Lanka
Swaziland
Tanzania
Thailand

Supplementary
financing
facility

27.5
—

1.8

—

2.8

71.6
1.1
—
—
—

—
—
1.2
—
_

—

—
—

300.0
35.1

21.5
203.0

4.9
6.0

3.2
11.2

—
34.4

134.3
4.7

70.1
—

12.5
—

—
_

2.0
—

Enlarged
access

resources

65.9
—

3.1

—

249.4
—
1.1

42.4
11.5

15.5
16.5

—

8.1
—
1.2

28.3

0.3
8.7

5.3

7.0
85.6

—
175.0
41.6

35.8
563.8

6.6
3.9

3.6

9.7
200.6

70.6

—
—

10.1
—

46.9

121.6
8.3
—

11.3
_

4.3

—
92.2

Credit
tranche

158.1
34.2
6.7
0.1
—

124.7
—
1.9

97.7
21.6

10.3
0.2
—

38.4
—

14.3
0.7
—

2.2
63.2

11.3
4.3
0.5

11.1

9.3
180.1

—

8.0

6.6
—

10.1
4.2

11.5

2.0
75.2
58.8

6.7
—

9.2
55.3
89.7

126.9
18.0

—
0.5
4.7

59.6
16.4

—
38.5

Ordinary Resources

Extended
Fund

facility

18.3
—

—

10.4
—
—

1.9

26.6
0.6
7.0
—

12.5

—
—
—
—

—
1.8

2.0
—
—

237.5
27.4

—
—
—

0.7

—
33.4
24.3

—
86.4

18.2
—

3.4
—

—

43.4

—
—

Compensatory
financing

298.2
13.0
2.9
1.8
6.7

512.9
24.2

—
110.6

9.3

20.5
42.7

—

4.0
—
0.6
—

67.5

—
—

8.7
27.0

8.1

32.1

7.2
7.5

104.9
8.1
9.6

—
—
—

12.0
45.0
14.7
94.3

142.7

—
0.7
0.4
—

238.5
3.2
4.5
—
—

Buffer
stock

—
_

3.1

—
—

—

0.5

—
—
—

—
—
—
—

—
—

—
—

—
—
—
—
—
—

—
—
—

—
—
—
—
—

—
—

—

2.2
—
—

25.0

Total

522.2
93.0
12.7

1.9
11.6

897.4
24.2

3.0
250.7

47.0

109.0
1.9

43.0
97.6
12.5

18.4
8.8
0.6
4.5

158.9

0.3
20.0

4.3
0.5

18.1

27.0
292.8

8.1
712.5
144.2

7.2
71.4

871.6
29.8
24.4

15.2
3.2

22.8
309.3
188.1

18.8
265.7

38.8
237.9
279.2

248.4
42.1

0.7
0.9

16.0

298.1
69.5
4.5
2.0

155.6
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Table 11.8 (concluded)

Repurchases of Currencies from the Fund, Financial Year Ended April 30, 1988
(In millions of SDRs)

Borrowed Resources

Member
Repurchasing

Togo
Turkey
Uganda
Uruguay
Western Samoa

Yemen Arab Republic
Yemen, People's Democratic

Republic of
Yugoslavia
ZaTre
Zimbabwe

Total

Supplementary
financing
facility

1.8
298.9

—
—
—
—

—
358.5

—
—

1,608.1

Enlarged
access

resources

3.0
—

65.1
22.4
0.1

—

—
11.9
39.6
25.1

2,122.7

Credit
tranche

8.7
77.3

7.8
34.7

1.9

4.9

1.9
35.6
21.9
37.3

1,624.8

Ordinary

Extended
Fund

facility

—
—
—
—

—
—

11.2
—

567.1

Resources

Compensatory Buffer
financing stock

— —
— —

11.0 —
0.6 —

— —
— —

57.2 —
28.1 —

1,981.1 30.7

Total

13.5
376.3

72.9
68.2

2.5

4.9

1.9
406.0
130.0
90.4

7,934.6

NOTE: Total includes repurchases equivalent to SDR 7.5 million relating to purchases made prior to the Second Amendment and attributed to the reserve
tranche.

1 Of which, SDR 103 million was repurchased by Argentina in advance of the regular schedule.
2 Of which, SDR 605 million was repurchased by Korea in advance of the regular schedule.
3 Of which, SDR 64 million was repurchased by Portugal in advance of the regular schedule.
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Financial Year Ended April 30

1982
As percent

Amount of total

Regular facilities

Compensatory financing
facility

Buffer stock financing
facility

Oil facility

Extended Fund facility

Supplementary financing
facility

Enlarged access policy

Total

3

3

2

4

1

14

,206

,643

565

,115

,112

,160

,802

21.7

24.6

3.8

14.3

27.8

7.8

100.0

1983
As percent

Amount of total

4,721

6,837

307

27

3,317

6,039

2,342

23,590

20.0

29.0

1.3

0.1

14.1

25.6

9.9

100.0

1984
As percent

Amount of total

5,197

7,304

375

—

5,568

6,920

6,378

31,742

16.4

23.0

1.2

—

17.5

21.8

20.1

100.0

1985
As percent

Amount of total

5,511

7,490

237

—

6,529

6,310

8,896

34,973

15.8

21.4

0.7

—

18.7

18.0

25.4

100.0

1986
As percent

Amount of total

6,315

6,430

73

—

6,498

5,276

10,047

34,640

18.2

18.6

0.2

—

18.8

15.2

29.0

100.0

1987
As percent

Amount of total

6,575

4,779

34

—

6,242

3,769

10,247

31,646

20.8

15.1

0.1

—

19.7

11.9

32.4

100.0

1988
As percent

Amount of total

5,732

4,342

3

—

5,762

2,161

9,829

27,829

20.6

15.6

—

20.7

7.8

35.3

100.0

Table 11.9

Outstanding Fund Credit by Facility and Policy, 1982-88
(In millions of SDRs)
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Table 11.10

Flow of Transactions in the General Resources Account and Resulting Stocks, 1982-88
(In millions of SDRs)

Financial Year Ended April 30
Type of Transaction 1982 1983 1984 1985 1986

Holdings of the General Resources
Account at end of year1

Usable currencies2 17,000 14,400
SDRs 5,456 4,335
Gold3 3,620 3,620

Reserve tranche positions of members
at end of year 15,621 20,592

32,900 37,300 34,400
6,437 4,616 2,722
3,620 3,620 3,620

27,415 28,290 26,087

1987

37,300
1,960
3,620

24,025

1988

Total purchases
Reserve tranche
Credit tranches
Buffer stock financing facility
Compensatory financing facility
Extended Fund facility

Total repurchases of purchases

Outstanding Fund credit

Outstanding borrowings
In connection with oil facility
Under GAB
Supplementary financing facility
Under policy on enlarged access
Under borrowing agreement with Japan

8,041
1,080
2,748

1,635
2,578

1,894

14,802

6,773
526
777

4,112
1,358

11,392
1,134
3,703

352
3,740
2,463

1,547

23,590

10,952
18

777
6,037
4,120

11,518
1,354
4,164

102
1,180
4,718

2,015

31,742

13,791

6,915
6,876

6,289
229

2,768

1,248
2,044

2,730

34,973

14,203

6,239
7,964

4,101
160

2,841

601
498

4,274

34,640

14,556

5,038
9,518

3,685
517

2,325

593
250

6,162

31,646

12,700

3,381
9,304

15

4,153
35

2,313

1,544
260

7,935

27,829

9,070

1,727
7,328

15

40,185
770

3,620

22,213

1 Total excludes Fund's gold holdings.
2 "Usable currencies" are those that are available to the Fund for net sales through the operational budget, except for those currencies held by the Fund in

excess of quota. Since the Second Amendment became effective on April 1, 1978, the criterion for including currencies for net sales is that the members
concerned have a balance of payments and reserve position that the Fund considers "sufficiently strong" for that purpose.

3 Valued at SDR 35 a fine ounce (0.888671 gram of fine gold per SDR).
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Table 11.11

Borrowing in Connection with Purchases Under the Supplementary Financing Facility and Repayments to
Lenders, May 29, 1980-April 30, 1988

(In millions of SDRs)

Lender

Abu Dhabi
Austrian National Bank
Banque Nationale de Belgique
Canada
Deutsche Bundesbank

Banco de Guatemala
Japan
Central Bank of Kuwait
De Nederlandsche Bank, N.V.
Central Bank of Nigeria

Saudi Arabian Monetary Agency
Swiss National Bank
United States
Central Bank of Venezuela

Total

Total Amount
of Agreement

150.00
50.00

150.00
200.00

1,050.00

30.00
900.00
400.00
100.00
220.00

1,934.00
650.00

1,450.00
500.00

7,784.00

Amount
Borrowed

105.22
50.00
12.34

173.61
1,050.003

8.364

886.69
400.00
100.00
69.S55

1,906.743

650.00
1,450.00

369.42
7,232.22

Amount
Undrawn at
Expiration
of Agree-

ments1

44.78
—

137.66
26.39

—

21.64
13.31

—
150.15

27.26

130.58
551.78

Amount
Repaid2

86.76
32.73
12.34
67.10

773.30

8.36
662.22
281.73

70.38
69.85

1,537.30
488.84

1,106.90
307.03

5,504.84

Borrowing
Outstanding as of

April 30, 1988

18.46
17.27

106.51
104.69

224.47
118.27
29.62

—

541.45
161.16
343.10
62.39

1,727.39

1 Agreements lapsed on February 22, 1984.
2 Repayments began on November 24, 1982.
3 Claims totaling SDR 172.01 million under the supplementary financing facility were transferred by the Deutsche Bundesbank to the Saudi Arabian Monetary

Agency against U.S. dollars on November 13, 1980.
4 Claims totaling SDR 8.36 million were repaid in advance to the Banco de Guatemala on February 8, 1982. This encashment was refinanced by a call on

the Swiss National Bank.
5 Claims totaling SDR 69.85 million were repaid in advance to the Central Bank of Nigeria on April 8 and 9, 1982. This encashment was financed by calls

in equal amounts under the supplementary financing facility borrowing agreements with japan and the United States, in agreement with these lenders.
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Table 11.12

Arrangements Under the Structural Adjustment Facility as of April 30, 1988
(In millions of SDRs)

Member

Bangladesh
Bolivia
Burundi
Central African

Republic
Chad

Dominica
Gambia, The
Ghana
Guinea
Guinea-Bissau

Haiti
Kenya
Madagascar
Mauritania
Mozambique

Nepal
Niger
Senegal
Sierra Leone
Somalia

Sri Lanka
Tanzania
Togo
Uganda
ZaVre

Total

Date of
Arrangement

02/06/87
12/15/86
08/08/86

06/01/87
10/30/87

11/26/86
09/1 7/86
11/06/87
07/29/87
10/14/87

12/17/86
02/01/88
08/31/87
09/22/86
06/08/87

10/14/87
11/17/86
11/10/86
11/14/86
06/29/87

03/09/88
10/30/87
03/16/88
06/15/87
05/15/87

Expiration
Date

02/05/90
12/14/89
08/07/89

05/31/90
10/29/90

11/25/89
09/16/89
11/05/90
07/28/90
10/13/90

12/16/89
01/31/91
08/30/90
09/21/89
06/07/90

10/13/90
11/16/89
11/09/89
11/13/89
06/28/90

03/08/91
10/29/90
03/15/91
06/14/90
05/14/90

Amount Committed
Under Three- Year

Arrangement

182.562
57.594
27.114

19.304
19.431

2.540
10.858

129.857
36.766

4.762

28.003
90.170
42.164
21.526
38.735

23.685
21.399
54.038
36.766
28.067

141.668
67.945
24.384
63.246

184.785
1,357.376

Amount
Drawn

143.750
18.140
8.540

6.080
6.120

2.000
8.550

40.900
11.580
1.500

8.820
28.400
13.280
16.950
30.500

7.460
16.850
42.550
11.550
8.840

44.620
21.400

7.680
19.920
58.200

584.210

Balance
Outstanding

38.812
39.454
18.574

13.224
13.311

0.540
2.308

88.957
25.186

3.262

19.183
61.770
28.884
4.576
8.235

16.225
4.549

1 1 .488
25.186
19.227

97.048
46.545
16.704
43.326

126.585
773.166
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April

Transfers among participants and
prescribed holders

Transactions with designation
From own holdings
From purchase of SDRs from Fund

Transactions by agreement
Prescribed operations
Fund-related operations
Net interest on SDRs

Total 1

Transfers from participants to General
Resources Account

Repurchases
Charges
Quota payments
Interest received on General Resources

Account holdings
Assessments

Total 1

Transfers from General Resources Account
to participants and prescribed holders

Purchases
Repayments of Fund borrowings
Interest on Fund borrowings
In exchange for other members' currencies

Acquisitions to pay charges
Acquisitions to make quota payments
Reconstitution

Remuneration
Other

Total

Total transfers 3

General Resources Account holdings
at end of period 5

30, 1982

274
407
585

13
—
87

,366

471
404
452

97
1

,426

664
33
21

3
28

126
86
23

984

,776

,456

1983

968
1,745
1,281

396
—

273

4,664

566
1,497

83

444
2

2,593

2,419
28

224

162
—
—

861
20

3,714

10,970

4,335

1984

89
2,313
3,175
1,194

—
188

6,959

392
2,168
6,195

147
3

8,905

3,876
787
202

330
—
—

1,573
35

6,803

22,667

6,437

1985

98
2,055
2,706

161
—

326

5,345

717
2,927

14

606
4

4,268

2,595
129
446

953
—
—

1,952
14

6,089

15,703

4,616

1986

449
1,360
2,677

111
—

313

4,910

1,183
2,915

1

312
4

4,415

1,965
533
721

1,550
—
—

1,531
10

6,309

15,634

2,722

1987

27
1,249
3,925

614
172
305

6,292

1,671
2,283

155

162
4

4,275

1,779
1,007

404

750
—
—

1,088
10

5,037

15,604

1,960

1988

—
986

7,335
540
296
301

9,459

2,518
2,002

—

81
4

4,605

1,848
1,999

585

402
—
—

932
31

5,798

19,862

770

April 30, 1988

5,016
14,727
28,310

3,175
469

2,780
54,477

12,861
18,780
12,025

2,949
36

46,651

22,667
4,891
2,840

4,184
341

1,555
8,999

406

45,883

147,011

770
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Table 11.13

Transfers of SDRs, January 1, 1970-April 30, 1988
(In millions of SDRs)

Annual
Average

lanuarv 1. 1970- Financial Year Ended April 30
Total

January 1, 1970-
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Table 11.14

Summary of Transactions and Operations in SDRs, Financial Year Ended April 30, 1988
(In thousands of SDRs)

Holders

PARTICIPANTS
Afghanistan
Algeria
Antigua and Barbuda
Argentina
Australia

Austria
Bahamas, The
Bahrain
Bangladesh
Barbados

Belgium
Belize
Benin
Bhutan
Bolivia

Botswana
Brazil
Burkina Faso
Burma
Burundi

Cameroon
Canada
Cape Verde
Central African Republic
Chad

Chile
China
Colombia
Comoros
Congo

Costa Rica
Cote d'lvoire
Cyprus
Denmark
Djibouti

Total
Holdings

April 30, 1987

11,199
138,250

3
3,372

268,173

157,700
483

14,258
93,637

354

281,333
159
167
117
166

14,335
5,680
5,640
1,231

383

2,489
154,681

90
1,668
1,451

11,725
462,311
114,292

167
3,549

211
4,520

321
197,258

343

Receipts from
Participants

and Prescribed Holders
Designated Other

— —
— —
— —
— 87,029
— —

13,500 359,236
— —
— —
— 58,707
— 626

64,171 671,668
— —
— 150

—
— 2,040
— —
— 205,823
— —
— 3,000
— 100

— 700
137,000 605,719

— —
— 6,080
— 6,120
— 72,979
— —
— —
— —
— —
— 1,279
— 20,227
— 800

12,700 86,557
— —

Transfers to
Participants

and Prescribed Holders
Designated Other

— —
— —
— —

476,778 105,949
— —
— 386,129
— —
— —

15,000 23,230
— —
— 529,210
— —
— —
— —
— —
— —
— —
— —
— —
— —
— 1,311
— 312,760
— —
— 602
— 539

17,688 32,783
— —
— —
— —
— 881
— —
— 82,750
— —
— 85,500
— —

Receipts
from the
General

Resources
Account

—
4,914

—
682,458

1,196

16,655
305

—
24,550

1,161
13,233

528
400

19
5,990

780
33,360

227
862
483

—
13,843

—
1,029

10

53,321
9,152

—
—
9

8,972
99,187

300
1,425

28

Transfers
to the

General
Resources
Account

—
—
—

167,542
—

—
—
—

121,804
1,508

—
564

—
—

6,657
—

219,120
—

1,521
34

—
—
—

4,825
443

71,637
37,832

—
—

623

8,118
33,555

—
—
—

Interest,
Charges,

and
Assess-

ment (Net)

-927
+ 669

—
-18,238
-12,098

+ 294
-575
+ 479
+ 452
-462

-12,325
+ 4

-546
+ 7

-1,538

+ 610
-20,557

-221
-2,528

-789

-1,352
-27,237

-32
-303
-411

-6,877
+ 12,824

-18
-33

-408

-1,369
-2,049
-1,129
+ 1,361

-49

Positions

Holdings

10,271
143,833

3
4,353

257,270

161,256
213

14,736
17,312

171

488,869
128
171
143
—

15,725
5,186
5,646
1,044

143

526
571,246

58
3,048
6,189

9,040
446,455
114,274

135
1,646

976
5,581

292
213,801

322

as at April 30,

Net
cumulative
allocations

26,703
128,640

—
318,370
470,545

1 79,045
10,230
6,200

47,120
8,039

485,246
—

9,409
—

26,703

4,359
358,670

9,409
43,474
13,697

24,463
779,290

620
9,325
9,409

121,924
236,800
114,271

716
9,719

23,726
37,828
19,438

1 78,864
1,178

1988

Holdings as
percent of
cumulative
allocations

38.5
111.8

—
1.4

54.7

90.1
2.1

237.7
36.7

2.1

100.7
—
1.8
—
—

360.7
1.4

60.0
2.4
1.0

2.1
73.3
9.4

32.7
65.8

7.4
188.5
100.0

18.8
16.9

4.1
14.8

1.5
119.5
27.3
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Dominica
Dominican Republic
Ecuador
Egypt
El Salvador
Equatorial Guinea
Ethiopia
Fiji .
Finland
France
Gabon
Gambia, The
Germany, Federal

Republic of
Ghana
Greece
Grenada
Guatemala
Guinea
Guinea-Bissau
Guyana
Haiti
Honduras
Hungary
Iceland
India
Indonesia
Iran, Islamic Republic of
Iraq
Ireland
Israel
Italy
Jamaica
Japan
Jordan
Kampuchea, Democratic
Kenya
Kiribati
Korea
Kuwait
Lao People's

Democratic Republic
Lebanon
Lesotho
Liberia
Libyan Arab Jamahiriya
Luxembourg

238
13

10,728
2,375

804

441
790

4,063
168,738
869,939

9,775
544

1,509,067
1,695
1,045

2
745

2,449
4

—

644
895

1,167
2,815

160,559
31,779

337,172
10

115,605
1,554

501,665
592

2,177,569
19,513

—

873
4

15,547
133,542

142

2,798
757

—
182,492
17,638

—
—
—
—
—

—
—
—

152,017
—
—

125,040
—
—

—
—
—
—

—
—
—
—

—
—

5,257
—

140,240
—

5,000
—
—
—
—

1 7,688
—

—
—
—
—
—

1,498
7,777
48,400
11,400
600

600
2,450
6,500
50,000

— 11,840

165,848
75,900
3,085

23,773
21,069
1,779

— 18,140

41,604
2,817

936,524
14,000

94
103,309

3,050

13,847
530,435
5,845

118,068

480,000

10

80,000

2,134

26

20

356,200

2,000

5
—

5,023
35,420
—

—
—

32,099
1,100

1,677
5,099

774,696
30,029
—

—
1 6,040
1,400
—

1,771
—
—
—
—

—
50,000
98,122

—
—
—

7,425
785,165
8,363
—

39,000
—
—
—

2

—
—
—
—

155
8,457
70,843
120,888
1,379

8
1,405
254

4,758
54,107

3,452
4,120

317,936
758

2,936

123
1,080

29
91
864

1,334
2,789
6,076

19
16,026

364,052
1,206
—

5,480
3,150

41,247
36,816
72,363

81
—

16,401
—
636

13,213

406

878
1

1,131
12,575

383

1,785
14,263
122,995
7,348
940

342
3,235
302
—
—

2,369
5,701

39,117
—

70
23,436
5,790
351
12

17,627
2,583
48,683
3,164

932,578

26,471
—
—
—
—
—

38,561
—

3,633
—

93,460
—

495,666
—

—

—
—
—
—

-11
-1,821
-1,250
-7,911
-1,453

-325
-627
-110

+ 1,543
-4,381

-296
-217

+ 18,116
-3,372
-6,037

-54
- 1 ,602
-923
-70
-852

-701
-1,101
+ 96
-821

-32,032

-12,787
+ 5,528
-3,788
+ 1 ,993
-6,207

-5,932
-2,288
+ 55,260

-151
—

-1,912

—
-3,132
+ 6,657

-550

-76
-178

-1,131
+ 7,632
+ 46

89
163
703

3,984
391

381
784

10,405
192,940

1,070,582

8,886
3,352

1,361,310
5,834
1,029

560
767
53
—

—
—
260

1,667
148,500

14,373
294,000

1,408
128,334

1,547

677,220
980

2,055,462
13,292
—

971
4

15,072
153,412

7

3,600
580
—

202,699
18,067

592
31,585
32,929
135,924
24,985

5,812
11,160
6,958

142,690
1,079,870

14,091
5,121

1,210,760
62,983
103,544

930
27,678
1 7,604
1,212
14,530

13,697
19,057
—

1 6,409
681,170

238,956
244,056
68,464
87,263
106,360

702,400
40,613
891,690
16,887
15,417

36,990
—

72,911
26,744

9,409

4,393
3,739
21,007
58,771
16,955

15.0
0.5
2.1
2.9
1.6

6.6
7.0

149.5
135.2
99.1

63.1
65.5

112.4
9.3
1.0

2.0
4.4
4.4
—

—
—
—

10.2
21.8

6.0
120.5

2.1
147.1

1.5

96.4
2.4

230.5
78.7
—

2.6
—

20.7
573.6

0.1

81.9
15.5
—

344.9
106.6
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Table 11.14 (concluded)

Summary of Transactions and Operations in SDRs, Financial Year Ended April 30, 1988
(In thousands of SDRs)

Receipts from
Total Participants

HnlHinpQ anc' Prescribed Holders
Holders

Madagascar
Malawi
Malaysia
Maldives
Mali
Malta
Mauritania
Mauritius
Mexico
Morocco
Mozambique
Nepal
Netherlands
New Zealand
Nicaragua
Niger
Nigeria
Norway
Oman
Pakistan
Panama
Papua New Guinea
Paraguay
Peru
Philippines
Poland
Portugal
Qatar
Romania
Rwanda
St. Lucia
St. Vincent
Sao Tome and Principe
Saudi Arabia
Senegal
Seychelles
Sierra Leone
Singapore
Solomon Islands
Somalia

April 30, 1987 Designated

1,925 —
858 —

111,733 —
19 —

815 —
43,992 —

530 —
3,180 —

32,180 —
13,319 —

— —
391 —

614,307 21,476
6,950 —

— —
1,059 —
2,485 —

351,049 7,000
9,829 —

11,475 —
2,105 —
3,543 —

42,793 —
1,313 —

11,417 —
79 —

1 7,094 —
23,177 —

— —
8,072 —

1 —
6 —
1 —

375,143 —
1,822 —

9 —

75,644 —
671 —

— —

Other

3,321
5,864

—
25

900
—

15,967
39,183

739,208
1 20,400

12,200
8,460

90,950
8,000

—
11,560
2,500

116,417
—

55,465
48,475

—
—
4

53,170
—

280,000
—
—
—
—
—
—
—

34,417
10

2
—

380
—

Transfers to
Participants

and Prescribed Holders
Designated Other

—
— 9,000
— —
— —
— —
— —
— 6,345
— 916

12,476 —
— 93,384
— 12,296
— 7,460
— 124,039
— —
— —
— 10,149
— —
— 132,002
— 4,000
— —
— —
— —
— —
— —
— —
— —
— —
— —
— —
— —
— —
— —
— —
— 1,784,045
— 30,550
— —

— —
— —
— —

Receipts
from the
General

Resources
Account

7,383
9,874
5,957

—
3,920
1,493
2,563

52
213,598

23,569
—

655
30,466

—
1,150
3,026
6,700

23,326
1,606

789
159
52

870
4,037

12,869
1

644
1,295

37,881
242

53
20
36

1,812,596
11,235

10
79

3,808
10

4,715

Transfers
to the

General
Resources
Account

9,943
6,256

—
—

4,131
—

3,231
31,160

551,546
53,122

—
1,117

—
—
—

4,185
—
—
—

49,103
49,661

—
—
33

61,352
—

279,021
—

32,408
—
—
—
—
—

13,830
—
—
—

1,010
4,305

Interest,
Charges,

and
Assess-

ment (Net)

- 1 ,065
-614

-1,517
-16

-906
+ 1,978

-371
-763
-913

-4,781
+ 116
-466

+ 5,182
-8,018
-1,150

-523
-9,159

+ 10,908
+ 119

-9,628
-1,078

-346
+ 1,750
-5,321
-6,467

+ 5
-2,104

+ 637
-4,436

-332
-43
-21
-36

+ 15,161
-1,358

-23
-80

+ 3,604
-9

-410

Positions

Holdings

1,621
726

116,174
28

599
47,463

9,113
9,576

420,051
6,000

20
464

638,342
6,932

—
788

2,526
376,697

7,554
8,998

—
3,248

45,413
—

9,637
84

16,612
25,109

1,037
7,982

10
5
1

418,855
1,736

6
—

83,056
42
—

as at April 30,

Net
cumulative
allocations

19,270
10,975

1 39,048
282

15,912
11,288
9,719

15,744
290,020

85,689
—

8,105
530,340
141,322

19,483
9,409

157,155
167,770

6,262
169,989
26,322
9,300

13,697
91,319

116,595
—

53,320
12,822
75,950
13,697

742
354
620

195,527
24,462

406
17,455
16,475

654
13,697

1988

Holdings as
percent of
cumulative
allocations

8.4
6.6

83.5
9.8
3.8

420.5
93.8
60.8

144.8
7.0
—

5.7
120.4

4.9
—
8.4
1.6

224.5
120.6

5.3
—

34.9
331.6

—
8.3
—

31.2
195.8

1.4
58.3

1.4
1.5
0.1

214.2
7.1
1.4
—

504.1
6.5
—
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South Africa
Spain
Sri Lanka
Sudan
Suriname

Swaziland
Sweden
Syrian Arab Republic
Tanzania
Thailand

Togo
Tonga
Trinidad and Tobago
Tunisia
Turkey
Uganda
United Arab Emirates
United Kingdom
United States
Uruguay

Vanuatu
Venezuela
Viet Nam
Western Samoa
Yemen Arab Republic

Yemen, People's
Democratic Republic of

Yugoslavia
Za'ire
Zambia
Zimbabwe

Total Participants

PRESCRIBED HOLDERS
Arab Monetary Fund
Bank of Central African States
Bank for International

Settlements
East African

Development Bank
Eastern Caribbean

Central Bank
International Bank for

Reconstruction and
Development

Islamic Development Bank
Nordic Investment Bank
c KI *• I D IjWiss [National oanK

Total Prescribed Holders
GENERAL RESOURCES ACCOUNT

Total

8,813
367,790

470
—

163

2,067
265,691

534
982

48,818

846
32

47,739
30,171

1,348
—

77,785
1,209,171
6,797,637

53,870

218
506,532

505
11,570

3,032
2,252
8,439

11,244
19,467,206

15,459
679

222

575

1,170

1,688
1,336

249
AODU

21,439
1,960,286

21,448,932

— 7,000
33,093 —

— 14,919
— 16
— —

— 4,500
13,800 241,767

— 6
— 21,511
— 216,000

— 9,421
— —
— 637
— —
— 38,629
— 19,920

263 —
238,200 154,500

— —
— 80,000

— —
— —
— 4,913
— 33,752

— 16,902
— 64,315
— 114,599
— —
— 94,800

986,444 7,674,086

— 215,386
— 1,500

— 251,644

— —

—

— 29,090
— —
— —

— 497,620
— 4,522,805

986,444 12,694,511

— —
— —
— 50,000
— —
— —
—
— 236,591
— —

12,333 21,400
— 11,721

— 7,680
— —
— 82,782

10,000 1,111
— —
— 59,547
— —
— 581,125
_ 444,498
— —

— —
— —
— —
— 37,307

— 5,860
— —

1,790 15,461
— —
— —

986,444 7,223,348

— 206,479
— 1 ,300

— 705,981

— 45

— —

— 27,553
— —
— —

7 non— / ,uuu
— 948,358
— 5,797,704

986,444 13,969,410

9,769
21,227
67,971

6,258
289

10
10,082
2,108

15,903
585

2,960
25

35,249
27,244
24,720
63,806

—
37,468

452,503
273

40
22,314

744
8

10

9
60,351
55,856

—
152

5,308,974

—
—

467,481

—

—

—
—
—

71 74QZ. 1 ,Z*T-7

488,730
—

5,797,704

9,784
—

16,145
3,227

—

4,781
—
—

2,828
204,786

4,184
—
—

11,147
54,437
22,460

—
—
—

88,494

—
—

2,909
3,873

76
115,383
155,912

—
100,702

4,522,805

—
—

—

—

—

—
—
—

—
—

4,522,805

-12,761
+ 5,751
-4,095
-3,047

-450

-225
+ 1,208
-2,136
- 1 ,805
-2,335

-622
+ 2

-206
-320

-6,468
-1,719
+ 2,320

-43,094
+ 122,270
- 1 ,090

+ 14
+ 11,776

-744
+ 2

+ 448

-1,170
-8,939
-4,511

—
-252

-77,289

+ 707
+ 60

+ 770

+ 33

+ 70

+ 212
+ 80
+ 14

_l_ 7£.nr ZDU

+ 2,205
+ 84,919
+ 9,835

3,037
427,861

13,120
—

1

1,571
295,957

513
29

46,562

741
59

636
34,837

3,792
—

80,368
1,015,120
6,927,913

44,560

272
540,621

—
2,519
4,600

12,837
2,596
1,220

—
5,243

20,626,824

25,074
940

14,136

563

1,240

3,438
1,416

263
H 

CfjQ,D\jy

61,637
770,307

21,458,767

220,360
298,805

70,868
52,192

7,750

6,432
246,525

36,564
31,372
84,652

10,975
—

46,231
34,243

112,307
29,396
38,737

1,913,070
4,899,530

49,977
—

316,890
47,658

1,142
6,160

22,583
155,161
86,309
68,298
10,200

21,433,330

—
—

—

—

—

—
—
—

—

21,433,330

1.4
143.2

18.5
—
—

24.4
120.1

1.4
0.1

55.0

6.8
—
1.4

101.7
3.4
—

207.5
53.1

141.4
89.2

—
170.6

—
220.6

74.7

56.8
1.7
1.4
—

51.4
96.2

—
—

—

—

—

—
—
—

—
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Table 11.15

Holdings of SDRs by All Participants and by Groups of Countries as Percent of Their Cumulative
Allocations of SDRs and of Their Non-Gold Reserves, Financial Years Ended April 30, 1970-88'

Developing Countries

Capital Importing Countries

Holdings

1970
1971
1972
1973
1974

1975
1976
1977
1978
1979

1980
1981
1982
1983
1984

1985
1986
1987
1988

Holdings

1970
1971
1972
1973
1974

1975
1976
1977
1978
1979

1980
1981
1982
1983
1984

1985
1986
1987
1988

All
Participants2

of SDRs as percent

93.8
92.3
90.2
93.4
94.6

94.5
95.1
91.7
85.3
90.3

91.9
74.5
74.6
79.8
69.8

78.4
87.3
90.8
96.2

All
Industrial developing
Countries countries

Capital
exporting
countries

All
capital

importing
countries

With
recent debt-

servicing
problems

Without
recent debt-

servicing
problems

of cumulative allocations

102.1
103.9
100.4
106.1
106.5

106.8
108.9
106.1
96.0
97.6

97.6
81.9
82.7
96.1
81.2

96.1
106.3
111.1
117.1

72.2
62.3
64.2
60.7
64.2

62.9
59.5
54.8
57.6
73.7

79.5
59.5
57.8
46.3
46.5

42.0
48.1
49.1
53.5

100.0
24.1
52.2
67.4
66.7

79.7
104.9
110.4
126.0
124.5

155.2
141.5
144.1
186.7
165.1

163.2
172.2
174.9
181.7

71.5
63.5
64.6
60.4
64.1

62.3
58.0
52.9
55.3
70.1

72.7
51.1
49.0
31.9
34.3

29.5
35.3
36.2
40.3

84.9
72.9
61.7
57.2
61.8

64.7
60.4
56.0
59.4
69.6

68.6
51.1
42.9
19.8
19.8

17.9
23.7
22.0
33.2

52.6
50.5
68.6
64.8
67.3

59.1
54.7
48.5
49.8
70.6

78.0
51.1
56.5
46.8
52.0

43.8
49.6
53.5
49.0

of SDRs as percent of non-gold reserves

7.5
9.2
9.1
8.0
7.3

6.1
5.5
4.5
3.6
4.8

5.7
5.0
5.5
5.5
4.3

4.6
5.2
4.9
4.6

9.2
10.0
9.4
8.9
9.4

9.0
8.4
7.4
5.3
5.8

7.1
6.2
6.9
7.3
5.6

6.3
6.7
5.7
5.2

4.1
5.9
6.8
4.7
3.5

2.3
1.9
1.4
1.4
2.8

3.4
2.9
2.9
2.3
2.0

1.6
2.0
2.0
2.0

0.8
0.4
0.8
0.9
0.5

0.2
0.3
0.2
0.3
1.0

1.6
1.9
1.9
2.4
2.2

2.1
2.5
2.8
3.1

4.7
7.1
8.5
5.7
4.3

3.8
3.2
2.3
2.1
3.7

4.4
3.4
3.5
2.2
1.9

1.5
1.8
1.7
1.7

6.0
8.8
9.5
6.2
4.7

3.9
3.6
2.7
2.7
4.4

5.1
4.3
5.0
2.8
2.1

1.5
2.2
2.4
3.8

3.2
5.2
7.5
5.1
3.9

3.6
2.8
1.9
1.6
3.0

3.8
2.7
2.7
2.0
1.9

1.4
1.7
1.5
1.1

Source: International Monetary Fund, International Financial Statistics, various issues.
1 Country groupings follow the definitions in Appendix IX. Countries with recent debt-servicing problems are those countries that incurred external payments

arrears or rescheduled their debts during the period from end-1983 to end-1986.
2 This category consists of all participants in the Fund's SDR Department. The part of cumulative allocations not held by the group of participants is held

by the Fund (SDR 0.8 billion at the end of financial year 1988) and by other holders (SDR 0.06 billion at the end of financial year 1988).
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1 Subsidy paid in respect of Fund holdings in excess of 140 percent of
quota under the Fund's policy on exceptional use.

2 Subsidy paid in respect of Fund holdings in excess of 200 percent of
quota under the Fund's policy on exceptional use.

3 Including SDR 3.2 million of subsidies approved but not paid to five
members.

Table 11.17

SDR Interest Rate and Rate of Remuneration

Week
Beginning

1987
April 27
May 4
May 11
May 18
May 25

June 1
June 8
June 15
June 22
June 29

July 6
July 13
July 20
July 27

August 3
August 1 0
August 17
August 24
August 31

September 7
September 14
September 21
September 28

October 5
October 1 2
October 1 9
October 26

November 2
November 9
November 16
November 23
November 30

December 7
December 14
December 21
December 28

1988
January 4
January 1 1
January 18
January 25
February 1
February 8
February 15
February 22
February 29
March 7
March 14
March 21
March 28
April 4
April 11
April 18
April 25

1 The rate of remuneration was raised to 100 percent of the SDR interest
rate effective February 1, 1987.
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Table 11.16

Purchases Under Supplementary Financing Facility
by Eligible Members, and Subsidy Payments

as of April 30, 1988
(In millions of SDRs)

SDR Interest Rate and
Rate of Remuneration1

5.80
5.70
5.64
5.70
5.58

5.63
5.64
5.57
5.64
5.72

5.61
5.59
5.60
5.69

5.82
5.86
5.92
5.97
6.05

6.05
6.07
6.07
6.15

6.33
6.46
6.66
5.82

5.67
5.79
5.91
5.82
5.72

5.51
5.72
5.75
5.70

5.63
5.67
5.65
5.57
5.46
5.49
5.53
5.52
5.49
5.52
5.58
5.51
5.55
5.52
5.58
5.52
5.52

Purchases
Subsidy

Payments

Recipients of subsidy
at the full rate

Bangladesh
Bolivia
Dominica
Gambia, The
Guyana

India
Kenya
Liberia
Madagascar
Malawi

Mauritania
Pakistan
Philippines
Senegal
Sierra Leone

Sri Lanka
Sudan
Tanzania
Togo
Zambia

Subtotal

Recipients of subsidy
at half the full rate

Cote d'lvoire
Jamaica
Mauritius
Morocco
Peru

Subtotal

Total

286.4
227.1
69.2

137.5
195.1

915.3
3,631.5

16.22
15.96
4.91

10.04
15.05

62.18
397.613

16.0
537.1
333.0

54.2
17.2

171.4
16.3

7.3

2,716.2

2.19
68.28
47.73

7.19
2.47

0.591

24.43
2.43
1.05
3.522

335.43

110.0
25.5

4.5
4.8

30.9

1,200.0
94.8
42.9
22.2
28.1

16.02
3.89
0.52
0.53
4.60

123.67
13.11
5.91
3.22
4.09
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Table 11.18
Publications Issued, Financial Year Ended April 30, 1988

Reports and Other Documents

Annual Report of the Executive Board for the Financial Year Ended
April 30, 7987
(English, French, German, and Spanish). Free.

Annual Report on Exchange Arrangements and Exchange Restric-
tions, 1987
One copy free; additional copies $12.00 each.

By-Laws, Rules and Regulations
Forty-Fourth Issue (English, French, and Spanish). Free.

Recueil de decisions du Ponds monetaire international et Annexe,
Douzieme edition. Free.

Recopilacion seleccionada de decisiones del Fondo Monetario
Internacional y otros documentos, Duodecima edicion. Free.

Selected Decisions of the International Monetary Fund and Selected
Documents, Thirteenth Issue. Free.

Summary Proceedings of the Forty-Second Annual Meeting of the
Board of Governors. Free.

Subscription Publications

Balance of Payments Statistics
Vol. 38. A two-part yearbook and 12 monthly booklets. $44.00 a
year. $23.00 to university libraries, faculty members, and
students. $15.00 for yearbook only.

Direction of Trade Statistics
Monthly, with yearbook. $44.00 a year,
libraries, faculty members, and students,
only.

Government Finance Statistics Yearbook
Vol. 11, 1987. (Introduction and titles of lines in English, French,
and Spanish.) $24.00. $12.00 to university libraries, faculty
members, and students.

International Financial Statistics
Monthly, with yearbook (English, French, and Spanish) and two
supplements (English). $120.00 a year. $60.00 to university
libraries, faculty members, and students. Yearbook, $25.00. Sup-
plements separately, $12.00 each.

$22.00 to university
$12.00 for yearbook

$9.00 to university libraries,

Staff Papers

Four times a year. $18.00 a year,
faculty members, and students.

University libraries, faculty members, and students may obtain
the five publications listed above at a special rate of $80.00 for
all five publications.

For users of Fund publications that have access to a computer,
tape subscriptions to Balance of Payments Statistics, Direction
of Trade Statistics, Government Finance Statistics Yearbook, and
International Financial Statistics are available at $1,750.00 a
year each for single users and $7,500.00 a year each for time-
sharing companies. This price includes the book version. The
price to universities is $750.00 a year for each publication.

Occasional Papers

No. 52. Structural Reform, Stabilization, and Growth in Turkey
By George Kopits.

No. 53. Floating Exchange Rates in Developing Countries: Expe-
rience with Auction and Interbank Markets
By Peter J. Quirk, Benedicte Vibe Christensen, Kyung-Mo Huh,
and Toshihiko Sasaki.

No. 54. Protection and Liberalization: A Review of Analytical
Issues
By Max Corden.

No. 55. Theoretical Aspects of the Design of Fund-Supported
Adjustment Programs: A Study by the Research Department of the
International Monetary Fund

No. 56. Privatization and Public Enterprises
By Richard Hemming and Ali M. Mansoor.

No. 57. The Search for Efficiency in the Adjustment Process: Spain
in the 1980s
By Augusto Lopez-Claros.

Occasional Papers are available for $7.50 each, with a special
price of $4.50 each for university libraries, faculty members,
and students.

World Economic and Financial Surveys

Primary Commodities: Market Developments and Outlook
By the Commodities Division of the Research Department
$10.00 ($6.00 to university libraries, faculty members, and
students).

Staff Studies for the World Economic Outlook
By the Research Department
$15.00 ($11.00 to university libraries, faculty members, and
students).

World Economic Outlook, October 1987: Revised Projections by
the Staff of the International Monetary Fund
$12.00 ($8.00 to university libraries, faculty members, and
students).

International Capital Markets: Developments and Prospects
By Maxwell Watson, Donald Mathieson, Russell Kincaid, David
Folkerts-Land^u, Klaus Regling, and Caroline Atkinson
$15.00 ($11.00 to university libraries, faculty members, and
students).

Officially Supported Export Credits: Developments and Prospects
By K. Burke Dillon and Luis Duran-Downing, with Miranda Xafa
$10.00 ($6.00 to university libraries, faculty members, and
students).

World Economic Outlook, April 1988: A Survey by the Staff of the
International Monetary Fund
$15.00 ($11.00 to university libraries, faculty members, and
students).

Books

Adjustment Policies and Development Strategies in the Arab World
Edited by Said EI-Naggar. $12.00. (Published in English and
in Arabic.)

Balance of Payments Adjustment, 1945 to 1986: The IMF Experi-
ence
By Margaret Garritsen de Vries. $14.50.

Beyond Adjustment: The Asian Experience
Edited by Paul Streeten. $15.00.

Economic Adjustment: Policies and Problems
Edited by Sir Frank Holmes. $16.00.

External Debt, Savings, and Growth in Latin America
Edited by Ana Marfa Martirena-Mantel. $12.00.
(Published in English and in Spanish.)

Final Report of the Working Party on the Statistical Discrepancy
in World Current Account Balances. $15.00.
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Table 11.18 (concluded)
Publications Issued, Financial Year Ended April 30, 1988

Growth-Oriented Adjustment Programs
Edited by Vittorio Corbo, Morris Goldstein, Mohsin Khan. $25.00.

Supply-Side Tax Policy: Its Relevance to Developing Countries
By Ved P. Gandhi and others. $20.00.

Pamphlet Series

No. 44. SDRs, Currencies, and Cold: Recent Legal Developments
By Joseph Gold. Free.

Booklet

Publications Catalog, 1987. Free.

Other

Finance & Development
Issued jointly with World Bank; quarterly (English, Arabic, Chinese,
French, German, Portuguese, and Spanish). Free.

IMF Survey
Twice monthly but only once in December (English, French, and
Spanish). Private firms and individuals are charged at an annual
rate of $36.00.

Table 11.19

Members That Have Accepted the Obligations of Article VIM, Sections 2, 3, and 4
of the Articles of Agreement

Member

Antigua and Barbuda
Argentina
Australia
Austria

Bahamas, The
Bahrain
Belgium
Belize

Bolivia
Canada
Chile
Costa Rica

Denmark
Djibouti
Dominica
Dominican Republic

Ecuador
El Salvador
Fiji
Finland

France
Germany, Federal Republic of
Guatemala
Guyana

Haiti
Honduras
Iceland
Indonesia

Ireland
Italy
Jamaica
Japan

Effective Date
of Acceptance

November 22, 1983
May 14, 1968
July 1, 1965
August 1, 1962

December 5, 1973
March 20, 1973
February 15, 1961
June 14, 1983

June 5, 1967
March 25, 1952
July 27, 1977
February 1, 1965

May 1, 1967
September 19, 1980
December 13, 1979
August 1, 1953

August 31, 1970
November 6, 1946
August 4, 1972
September 25, 1979

February 15, 1961
February 15, 1961
January 27, 1947
December 27, 1966

December 22, 1953
July 1, 1950
September 19, 1983
May 7, 1988

February 15, 1961
February 15, 1961
February 22, 1963
April 1, 1964

Member

Kiribati
Kuwait
Luxembourg
Malaysia

Mexico
Netherlands
New Zealand
Nicaragua

Norway
Oman
Panama
Papua New Guinea

Peru
Qatar
St. Kitts and Nevis
St. Lucia

St. Vincent
Saudi Arabia
Seychelles
Singapore

Solomon Islands
South Africa
Spain
Suriname

Sweden
United Arab Emirates
United Kingdom
United States

Uruguay
Vanuatu
Venezuela

Effective Date
of Acceptance

August 22, 1986
April 5, 1963
February 15, 1961
November 1 1, 1968

November 12, 1946
February 15, 1961
August 5, 1982
July 20, 1964

May 11, 1967
June 19, 1974
November 26, 1946
December 4, 1975

February 15, 1961
June 4, 1973
December 3, 1984
May 30, 1980

August 24, 1981
March 22, 1961
January 3, 1978
November 9, 1968

July 24, 1979
September 15, 1973
July 15, 1986
June 29, 1978

February 15, 1961
February 13, 1974
February 15, 1961
December 10, 1946

May 2, 1980
December 1, 1982
July 1, 1976

107

©International Monetary Fund. Not for Redistribution



Appendix III

Principal Policy Decisions of the
Executive Board

A. Surveillance over Members' Exchange Rate Policies

(a) Amendment of 1977 Document

The first sentence of Paragraph VI of Procedures for Surveillance contained
in the document entitled "Surveillance over Exchange Rate Policies" attached
to Decision No. 5392-(77/63),1 adopted April 29, 1977, as amended, shall be
amended to read as follows:

The Executive Board shall review the general implementation of the Fund's surveillance
over members' exchange rate policies at intervals of two years and at such other times as
consideration of it is placed on the agenda of the Executive Board.

Decision No. 8856-(88l64)
April 22, 1988

(b) Review of 1977 Document

The Executive Board has reviewed the document entitled "Surveillance over
Exchange Rate Policies" attached to Decision No. 5392-(77/63),2 adopted
April 29, 1977, as amended, as required by paragraph 2 of that decision. The
next review of the document shall be conducted not later than April 1, 1990.

Decision No. 8857-(88164)
April 22, 1988

(c) Review of Implementation of Procedures

The Executive Board has reviewed the general implementation of the Fund's
surveillance over members' exchange rate policies, as required by Paragraph
VI of Procedures for Surveillance contained in the document entitled "Surveil-
lance over Exchange Rate Policies" attached to Decision No. 5392-(77/63),3

1 See Selected Decisions, Thirteenth Issue, pages 9-14.
? Ibid.
' Ibid.
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adopted April 29, 1977, as amended, including the procedures for the conduct
of consultations under Article IV, which in principle shall comprehend the
regular consultations under Article VIII and Article XIV, and approves the
continuation of the procedures as described in [the staff paper], in the light of
the Managing Director's summing up, until the next review, which shall be
conducted not later than April 1, 1990.

Decision No. 8858-(88/64)
April 22, 1988

(d) The Chairman s Summing Up on Article IV Consultation Procedures—Initiation
of the Bicyclic Procedure and Changes in Cycles, and Simplified Interim Procedures—

July 8, 198 7

On the . . . issue of the involvement of the Executive Board, . . . a majority of Directors
. . . clearly preferred Option III whereby the staff papers on the occasion of the simplified
interim procedure would be issued for information only. This is the practice that will be
followed for the initial application of the bicyclic consultation procedure. . . .

In conclusion,. . . Option III would furnish the Board with information on consultation
discussions taking place under [Article IV, Section 3(6)]. . . .

Under Option III, the Executive Board would not adopt any decision.

B. Policy on Enlarged Access to the Fund's Resources

(a) Extension of Period and Access Limits for 1988

The Fund, having reviewed the decisions on the policy on enlarged access
and the limits on access to the Fund's resources under that policy and under
the special facilities of the Fund (No. 6783-(81/40),4 No. 7599-(84/3), as amended,5

No. 7600-(84/3), as amended,6 and No. 7602-(84/3)),7 decides that:
1. In paragraph a. of Decision No. 7599-(84/3), as amended, "1987" shall be

replaced by "1988."
2. (a) In the third sentence of paragraph a. of Decision No. 7600-(84/3), as

amended, "1986 and 1987" shall be replaced by "1986, 1987, and
1988."

(b) In paragraph b. of Decision No. 7600-(84/3), as amended, "1987" shall
be replaced by "1988."

Decision No. 8744-(87/166)
December 4, 1987

(b) Lengthening of Program Period for Extended Arrangements

Paragraph 3, first sentence, of Decision No. 4377-(74/l 14),8 adopted Septem-
ber 13, 1974, as amended, shall be amended to read as follows:

Extended arrangements under this decision will be for periods not exceeding three years; where
appropriate, and at the request of the member, the period of an existing extended arrangement
may be lengthened up to four years.

4 See Selected Decisions, Thirteenth Issue, pages 47-50.
5 Ibid., pages 50-51.
6 Ibid., pages 51-52.
7 See Annual Report, 1984, page 138.
8 See Selected Decisions, Thirteenth Issue, pages 33-37.
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Paragraph 6, last sentence, of Decision No. 6783-(81/40),9 adopted March 11,
1981, shall be amended to read as follows:

The period of an extended arrangement will be normally three years; where appropriate, and
at the request of the member, the period of an existing extended arrangement may be lengthened
up to four years.

Decision No. 8885-(88l89)
June 6, 1988

(c) Use of Ordinary and Borrowed Resources

1. Effective June 6, 1988, subparagraphs (a) and (b) of paragraph 8 of
Decision No. 6783-(81/40),10 adopted March 11, 1981, on the policy on enlarged
access shall read as follows:

(a) Under a stand-by arrangement, purchases will be made with ordinary and borrowed
resources in the ratio of 2 to 1 in the first credit tranche, and 1 to 2 in the next three
credit tranches. Thereafter, purchases will be made with borrowed resources only.

(b) Under an extended arrangement, purchases by a member will be made with ordinary
resources until the outstanding use of ordinary resources in the upper credit tranches
and under the extended Fund facility equals 140 percent of the member's quota.
Thereafter, purchases will be made with borrowed resources.

2. Effective June 6, 1988, Decision No. 8487-(86/205),n adopted Decem-
ber 19, 1986 shall be terminated.

Decision No. 8886-(88l89)
June 6, 1988

C. Multiple Currency Practices Applicable Solely to Capital Transactions

The phrase "multiple currency practices" in decisions of the Fund relating to
the use of the Fund's resources does not, except as otherwise provided, include
multiple currency practices applying solely to capital transactions.

Decision No. 8648-(87ll04)
July 17, 1987

D. Special Charges on Overdue Financial Obligations to the Fund—Medium
of Payment

Decision No. 8165-(85/189) G/TR,12 adopted December 30, 1985, effective
February 1, 1986, Section V, paragraph 2, shall be amended by the addition of
the following sentence:

Such payments may be made also in SDKs to a prescribed holder on behalf of the Special
Disbursement Account, provided that use of SDRs is in accordance with Decision No. 8642-
(87/101) S/TR,13 adopted July 9, 1987.

Decision No. 8641-(87I101) G/S/TR
July 9, 1987

9 Ibid., pages 47-50.
10 Ibid.
11 Ibid., pages 52-60.
12 Ibid., pages 129-30.
13 See Item J below.
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E. Fund's Income Position

(a) Special Contingent Account—Establishment

In view of the existing overdue obligations, a special contingent account shall
be established. It shall be recorded separately in the Fund's financial statements.
There shall be placed to that account, for financial year 1987, an amount of
SDR 26,547,074. This amount shall be distributed, to creditors and debtors for
that year, in accordance with the principles of burden sharing, when the need
for this account disappears.

Decision No. 8619-(87/90)
June 77, 1987

(b) Special Contingent Account—Additions in FY 1988 and Disposition of Amounts
Placed in FY 1987 and FY 1988

1. An amount equivalent to 2 !/2 percent of the Fund's reserves at the beginning
of financial year 1988 already provided for in accordance with Section II. 1 of
Decision No. 8348-(86/122),14 adopted July 25, 1986, as amended, shall be
placed to the Special Contingent Account at the end of financial year 1988.

2. An additional amount equivalent to 2V2 percent of the Fund's reserves at
the beginning of financial year 1988 shall be raised in accordance with Section
II.2 and Section V.I and 2(a) of Decision No. 8348-(86/122), as amended, as
follows:

(a) effective February 1, 1988 the rate of charge referred to in Rule 1-6(4)
shall be 6.15 percent;

(b) the rate of remuneration shall be adjusted for the period from Febru-
ary 1 through April 30, 1988 in order to generate an amount of net income
equal to the amount generated under (a) subject to the limitation in Section
V.2(c) of Decision No. 8348-(86/122), as amended.
That additional amount shall also be placed to the Special Contingent Account

at the end of financial year 1988.
3. The amounts placed to the Special Contingent Account, including the

amount placed to it in financial year 1987, shall be distributed when there are
no outstanding overdue charges and repurchases, or at such earlier time as the
Fund may decide, in accordance with subparagraphs (a), (b), and (c) below:

(a) distributions of the amounts placed to the Special Contingent Account
at the end of financial year 1988 shall be made in proportion to the amounts
that have been paid, or have not been received, by each member in financial
year 1988 as a result of adjustments made under paragraph 1 and 2 above;

(b) the amount placed to the Special Contingent Account in financial year
1987 shall be distributed to members that have paid charges referred to in
Rule 1-6(4) in financial year 1987, in proportion to the amounts that have
been paid;

(c) any distribution shall be made in proportion to the total amount to be
distributed to each member under (a) and (b) cumulatively.

14 See Annual Report, 7986, pages 104-105.
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4. If any loss is charged against the Account, it shall be recorded in accordance
with the principle of proportionality set forth in paragraph 3(c).

Decision No. 8780-(88I12)
January 29, 1988

(c) Principles of "Burden Sharing" Rate of Charge, Amount for Special Contingent
Account and Net Income Target, and Implementation of

"Burden Sharing" for FY 1989

Section I. Principles of "Burden Sharing"

1. The financial consequences for the Fund which stem from the existence
of overdue financial obligations shall be shared between debtor and creditor
member countries.

2. This sharing shall be applied in a simultaneous and symmetrical fashion.

Section II. Determination of the Rate of Charge

1. (a) The rate of charge for financial year 1989 referred to in Rule I-6(4)(a)
shall be determined at the beginning of the financial year, on the basis of the
estimated income and expense of the Fund during the year, to generate the
target amount of net income for that year.

(b) When estimating income, no deduction shall be made for projected
deferred income.

2. The rate of charge shall be adjusted in accordance with the provisions of
Section IV.

3. The rate of charge in force as of the end of financial year 1989, as adjusted
under Section IV, shall Continue to apply subsequently unless it is otherwise
decided.

4. Net income for financial year 1989 exceeding the amount specified in
Section III shall be used to reduce the rate of charge retroactively for financial
year 1989.

Section III. Amount for Special Contingent Account and Net Income Target for
FY 1989

1. An amount equivalent to 5 percent of the Fund's reserves at the beginning
of financial year 1989 shall be generated during financial year 1989, in accordance
with provisions of Section IV, and shall be placed to the Special Contingent
Account.

2. In addition, during financial year 1989, in accordance with Rule I-6(4)(a),
the target amount of net income referred to in Rule I-6(4)(a) shall be 5 percent
of the Fund's reserves at the beginning of the year.

Section IV. Implementation of "Burden Sharing"

1. During financial year 1989, notwithstanding Rule I-6(4)(a) and (b) and
Rule I-10, the rate of charge referred to in Rule 1-6(4), and the rate of
remuneration prescribed in Rule I-10 shall be adjusted in accordance with the
provisions of this Section.
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2. (a) In order to generate the amount to be placed in financial year 1989
to the Special Contingent Account, the rate of charge, and, subject to the
limitation in (c), the rate of remuneration shall be adjusted, in accordance with
the provisions of this paragraph, so as to produce equal amounts of income.

(b) If income from charges becomes deferred during an adjustment period
as defined in (d), the rate of charge and, subject to the limitation in (c), the rate
of remuneration shall be further adjusted, in accordance with the provisions of
this paragraph, so as to generate, in equal amounts, an additional amount of
income equal to the amount of deferred charges. For the purposes of this
provision, special charges on overdue financial obligations under Decision
No. 8165-(85/189) G/TR,15 adopted December 30, 1985, as amended, shall not
be taken into account.

(c) No adjustment in the rate of remuneration under this paragraph shall
be carried to the point where the average remuneration coefficient would be
reduced below 85 percent for an adjustment period.

(d) The adjustments under this paragraph shall be made as of May 1,
1988, as of August 1, 1988^ as of November 1, 1988, and as of February 1,
1989:

shortly after July 31 for the period from May 1 to July 31;
shortly after October 31 for the period from August 1 to October 31;
shortly after January 31 for the period from November 1 to January 31;
shortly after April 30 for the period from February 1 to April 30.
(e) The operation of this decision shall be reviewed when the adjustment

in the rate of remuneration reduces the remuneration coefficient to the limit
in (c) above.

3. A midyear review of the Fund's income position shall be held shortly after
October 31, 1988. If, after any adjustment under paragraph 2, the actual net
income for the first six months of the financial year, on an annual basis, is below
the target amount for the year, by an amount equal to, or greater than,
2 percent of the Fund's reserves at the beginning of the financial year, the
Executive Board will consider how to deal with the situation. If on Decem-
ber 15 no agreement has been reached as a result of this consideration, the rate
of charge shall be increased as of November 1 to the level necessary to reach
the target amount of net income for the year.

4. (a) Subject to paragraph 3 of Decision No. 8780-(88/12),16 adopted Janu-
ary 29, 1988, the balances held in the Special Contingent Account shall be
distributed in accordance with the provisions of this paragraph to members that
have paid additional charges or have received reduced remuneration as a result
of the adjustment, when there are no outstanding overdue charges and
repurchases, or at such earlier time as the Fund may decide.

(b) An amount equal to the proceeds of any adjustment for deferred
charges shall be distributed, in accordance with the provisions of this paragraph,
to members that have paid additional charges or have received reduced
remuneration as a result of the adjustment, when, and to the extent that,
charges, the deferral of which had given rise to the same adjustment, are paid
to the Fund. Distributions under this provision shall be made quarterly.

(c) Distributions under (a) or (b) shall be made in proportion to the
amounts that have been paid or have not been received by each member as a
result of the respective adjustments.

15 See Selected Decisions, Thirteenth Issue, pages 129-30.
16 See Item (b) above.
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(d) If a member that is entitled to a payment under this paragraph has
any overdue obligation to the Fund in the General Department at the time of
payment, the member's claim under this paragraph shall be set off against the
Fund's claim in accordance with Decision No. 827l-(86/74),17 adopted April 30,
1986, or any subsequent decision of the Fund.

(e) Subject to paragraph 4 of Decision No. 8780-(88/12),16 adopted Janu-
ary 29, 1988, if any loss is charged against the Special Contingent Account, it
shall be recorded in accordance with the principles of proportionality set forth
in (c).

Decision No. 8861-(88167)
April 27, 1988

F. Structural Adjustment Facility Within the Special Disbursement Account

(a) Regulations for Administration—Amendment

Paragraph 5(5) of the Regulations for the Administration of the Structural
Adjustment Facility, contained in the Annex to Decision No. 8238-(86/56) SAF,18

adopted March 26, 1986, shall be amended to read as follows:

Resources under three-year commitments shall be made available in the form of loans under
three annual arrangements approved by the Fund. An annual arrangement may not be approved
before the expiration of the preceding annual arrangement, other than under exceptional
circumstances. The approval of an annual arrangement under a three-year commitment must
precede the expiration of the commitment period.

Decision No. 8652-(87ll05) SAF
July 22, 1987

(b) Amounts of Assistance—Amendment

Paragraph 2 of Decision No. 8240-(86/56) SAF,19 adopted March 26, 1986,
as amended, shall be amended to read as follows:

The potential access of each eligible member to the resources of the Facility as of July 22,
1987 shall be 63.5 percent of quota; no more than 20 percent of quota shall be disbursed under
the first annual arrangement, and no more than 30 percent of quota shall be disbursed under
the second annual arrangement.

Decision No. 8651-(871105) SAF
July 22, 1987

(c) The Chairman's Summing Up on the Structural Adjustment Facility—Review of
Experience—-June 19, 1987

The discussion today concludes the first review by Executive Directors of the operation
of the structural adjustment facility (SAF). In summing up, I will begin with a few
general comments and then turn to some conceptual and more specific operational
issues.

17 See Selected Decisions, Thirteenth Issue, pages 131.
18 Ibid., pages 142-47.
19 Ibid., pages 147-49.
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1. General ohsenwtions

Directors expressed strong support for the facility and indicated that they considered
it to be an important channel for Fund assistance to low-income developing countries.
The explicit orientation of the facility toward the alleviation of structural imbalances
and rigidities was considered to be particularly important for these countries, many of
which have suffered for many years from low rates of economic growth and declining
per capita incomes. Recognizing that the modest amount of assistance available under
the facility has been one of the important impediments to its wider utilization, most
Directors supported the proposal to raise the amount of second-year disbursements to
30 percent of quota.

Directors expressed concern that the catalytic role that had been envisaged for the
facility in mobilizing resource flows from other sources had thus far not materialized.
That role remained a crucial one, and they therefore welcomed the indications by the
leaders of the major industrial countries at the recent Venice Summit that they strongly
supported our initiative to triple the resources available for lending in association with
SAF arrangements. Directors urged management to explore all possible options to secure
truly additional resources for the SAF. It emphasized that the role that had been
envisaged for the facility would not be fully realized unless the amounts of assistance
that countries could obtain under SAF-supported programs were increased to levels that
would be more commensurate with the problems that the facility was intended to address.
Directors indicated that members who have made use of the facility or are currently
negotiating arrangements should not be disadvantaged by prompt use of the SAF, in
the event that its enhancement was realized. I am grateful for the indications received
from a number of Directors that their authorities stood ready to contribute to the
enhanced SAF. I am also pleased to hear that the suggestions which we have made
regarding the modalities of financing are in the right direction.

2. Role and content of policy framework papers

Most, but not all, Directors thought that the content of policy framework papers (PFPs)
should be further developed and strengthened. Many also stressed that the authorities
should play a much greater role than they had so far in the formulation of PFPs. It was
noted that policy framework papers should include a more pointed and forward-looking
analysis and identification of macroeconomic and structural problems and of the sources
of economic growth; a more focused discussion of the authorities' strategy and the
priority to be attached to key structural reforms to be sought over the next three years;
a fuller description and assessment of public investment programs; and a discussion of
financing requirements and the role of major aid agencies. Most Directors felt that
specific policy undertakings in the initial period and general indications of policies to be
pursued in the second and the third years should be spelled out in PFPs. Some Directors
expressed concern that prior announcement of policy intentions could lead to speculative
activities or involve sociopolitical sensitivities. In these cases, it was suggested that the
precise timing and exact magnitude of intended changes could be left out of the PFP
and could be included in the staff paper on the SAF program.

Directors were of the view that PFPs should contribute to the decision-making process
of multilateral aid agencies, with many calling for a more central role for the PFP in
guiding the World Bank's lending strategy. Directors indicated that PFPs should be
designed in such a way as to help ensure consistency of policy advice and other activities
of aid agencies and to direct aid resources to countries undertaking strong policy reform
in amounts that would make such reform efforts viable and sustainable. I took note of
the differing views of Executive Directors on the role to be played by bilateral donors
in the PFP process. These views will be taken into account in our emerging relations
with these donors. The suggestion that the Fund should hold a conference for
representatives of aid agencies to familiarize these institutions with the PFP process and
discuss the coordination of objectives will also be examined.
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Most Directors agreed that PFPs should be revised each year to cover policies and
objectives to be pursued by the authorities during the following three-year period. Such
a rolling framework would provide for a continuity of policy, which was useful for both
the authorities and those supporting the member's adjustment effort. Other Directors,
however, stressed that an updating of the PFP would suffice; in their view a wholesale
redesign of the PFP each year would be burdensome for both the staff and the authorities
but might be warranted if the facility's resources were enhanced.

Most Directors agreed that a wide circulation of PFPs was desirable, consistent with
the objective of a fuller role for PFPs in the aid coordination process; however, in view
of concerns expressed by some Directors, circulation of PFPs has to be subject to the
consent of the authorities of the member concerned. Directors encouraged the staff to
develop circulation procedures along the lines suggested in [the staff paper].

3. Issues related to the PFP I SAP process

a. Fund-Bank collaboration

Directors emphasized the importance that they attached to the members' requests for
SAF arrangements. They urged the staffs of the two institutions to work closely together
to expedite the process and to avoid undue delays. Closer collaboration between the two
institutions should not be allowed to lead to cross conditionality. However, for a very
limited number of cases in which the Bank was not in a position to contribute to the
preparation of a possible SAF operation within a reasonable time period, I take it that
Directors would not regard it as an absolute requirement that the Bank be involved in
the preparation of the PFP.

A number of Directors were disappointed that the PFP had not been utilized more
fully for World Bank policy-based lending. Speakers welcomed the conclusion of IDA-
8 negotiations and were pleased in particular that $3.0—3.5 billion was to be used for
structural adjustment lending in conjunction, to the extent possible, with the SAF. Several
Directors hoped that policies governing use of IDA-8 would be finalized soon and in
such a way that would enable IDA to lend in parallel with the SAF, drawing upon the
policy undertakings stipulated in the PFP.

b. Staged approach

Directors emphasized that SAF-supported programs should continue to be based on
comprehensive and detailed analysis and focused around comprehensive structural
reform. However, some Directors indicated that in a limited number of exceptional cases
where this was not practicable in the initial stages but where there may be assurance that
macroeconomic policies would adequately address the immediate problems and thus
improve the environment for structural reform, it would be useful to allow some flexibility
and to experiment with a staged approach.

c. Two-step procedure

Most Directors expressed doubts as to whether the additional staff and Board time
required by the two-step negotiation process—involving separate Board discussion of
the PFP before presentation of the SAF loan request—was worthwhile. They encouraged
the staff to present the PFP and the SAF request simultaneously to the Board and to
limit use of the two-step procedure to cases in which there were outstanding arrears to
the Fund or in which there were major difficulties in the negotiating process or significant
doubts about the eventual endorsement by the Board of the policy strategy contained
in the PFP. Where a two-step procedure was to be used, staff was encouraged to hold
PFP discussions to the extent feasible in the context of Article IV or other discussions
with the authorities.
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4. SAP-related issues

a. Conditionality

The nature and form of conditionality underlying the request for SAF arrangements
that have been brought to the Board thus far was considered by most Directors to be
broadly appropriate. Directors reiterated that SAF resources should be provided in
support of strong macroeconomic and structural adjustment programs that would remove
obstacles to growth and make, as a minimum, substantial progress toward the achievement
of a viable balance of payments position during the three-year program period; the
programs must provide reasonable assurance of timely repayments of loans from the
SAF. A number of Directors, however, urged that conditionality should be more flexible
and adapted in light of the objectives, particularly for growth, of the facility.

Because balance of payments viability cannot be attained by many SAF-eligible countries
in the absence of increased concessional assistance, SAF programs for these countries
would have to be strong so as to provide creditor governments and aid agencies with
the assurance of satisfactory macroeconomic policies and the monitoring that they require
in order to move forward with their operations in support of policy reform, several
Directors stressed. In this connection, the decision of the Paris Club to undertake a debt
rescheduling in certain cases on the basis of a SAF arrangement was welcomed.

b. Benchmarks and prior actions

Directors noted that the use of benchmarks was necessary to delineate the expected
path of structural reform and to facilitate the evaluation of progress under SAF
arrangements. They emphasized that benchmarks should be limited to those few variables
that are considered most important for purposes of monitoring the program. Structural
benchmarks should be formulated in specific terms so as to provide a clear understanding
of the expected path of program implementation. A number of Directors considered
that it would be useful to provide a more explicit framework of structural reform in the
three-year program by including structural benchmarks that extend beyond the annual
program in a few critical areas. While some Directors considered that the use of prior
actions in SAF arrangements continued to be appropriate in those cases where much
remained to be done and where past performance had been somewhat unsatisfactory,
other Directors noted that such use should be exceptional.

c. Protracted balance of payments criterion

While the existence of protracted balance of payments problems should remain a
criterion for use of the facility, most Directors emphasized that, a priori, a low-income
country satisfied this criterion. They reiterated that the assessment should involve
considerable flexibility and should not be based on the mechanical application of statistical
indicators.

d. Coincidence between arrangement and program periods

Directors stressed that a significant divergence between the program and the arrange-
ment period should be generally avoided and that there should be an interval of about
12 months between the two disbursements. However, they recognized that there was a
need for flexibility in the timing of presentation to the Board of annual SAF arrangements;
a normal delay of about three months between the initiation of the annual policy program
and its presentation to the Board was acceptable. They indicated that approval of a
longer delay should be granted only in exceptional cases. In those cases in which
considerable delay had been experienced in the presentation of a first-year program,
Directors considered that some shortening of the period between annual disbursements
would be appropriate so as to minimize the difference in timing between the approval
of the subsequent annual programs and the associated disbursements.
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Directors noted that the preparation of PFPs and SAF programs has absorbed a
substantial amount of the staff resources of borrowing countries, the Bank, and the
Fund, and they directed the staff to look for ways to simplify procedures.

I have noted the call for generalized access to Fund resources by developing countries
on a concessional basis, a matter to which we will return in the context of our consideration
of the recommendations of the Group of Twenty-Four on the role of the Fund.

The discussion of the first review of the operation of the structural adjustment facility
has been most helpful and should contribute to a more effective and efficient operation
of the facility. This will be extremely important as we advance our efforts to increase
the amount of resources that can be made available to the low-income countries under
the facility. The next review of the structural adjustment facility will be held not later
than May 31, 1988.

Let me reiterate that I am really grateful for the many expressions of support for the
initiative to increase the resources available through the SAF. I intend to report to you
frequently on the progress that we are able to make. That progress will depend crucially
upon your continuing support.

(d) Regulations for Administration—Amendment Relating to the Enhanced Structural
Adjustment Facility

1. The following paragraph shall be added to the Regulations for the
Administration of the Structural Adjustment Facility annexed to Decision
No. 8238-(86/56) SAF:20

Paragraph 14
Assistance from the Structural Adjustment Facility, in conjunction with loans from the Enhanced

Structural Adjustment Facility Trust, under the Enhanced Structural Adjustment Facility established
by Decision No. 8757-(87/176) SAF/ESAF, adopted December 18, 1987 shall be governed by these
Regulations subject to the following provisions:

(1) The amounts of such assistance shall be identified in any commitment, arrangement, or
disbursement under the Enhanced Structural Adjustment Facility.

(2) Disbursements under each annual arrangement shall be made in two installments, the first
after approval of the corresponding annual arrangement, and the second after

(i) a finding by the Managing Director that the performance criteria that have been established
for that disbursement have been met, and a determination by the Fund that the midterm
review of the program supported by the arrangement has been completed to the satisfaction
of the Fund, or

(ii) if so specified in the annual arrangement, a finding by the Managing Director that the
performance criteria that have been established for that disbursement have been met.

(3) Disbursements shall be made at the same time as the corresponding disbursements under
Trust loans.

(4) If, pursuant to subparagraph (2) above, a second disbursement under an annual arrangement
is not made, the period of the three-year commitment may be extended, and the corresponding
amount may be made available during the extended period, subject to these Regulations.

2. In paragraph 6(2) of the Regulations referred to above, the terms "to the
Fund as Trustee under the Trust Instrument" shall be replaced by "to the Fund
as Trustee."

Decision No. 8758-(87/176) SAF
December 18, 1987

20 Selected Decisions, Thirteenth Issue, pages 142-47.
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G. Enhanced Structural Adjustment Facility

(a) Review of Structural Adjustment Facility and Establishment of Enhanced
Structural Adjustment Facility

1. The Executive Board has reviewed the operation of the Structural Ad-
justment Facility within the Special Disbursement Account, as provided in
Decision No. 8241-(86/56) SAF,21 adopted March 26, 1986.

2. (a) The Executive Board decides to establish a Facility to be known as the
Enhanced Structural Adjustment Facility. Loans under that Facility shall be
provided by the Enhanced Structural Adjustment Facility Trust, normally in
conjunction with loans under the Structural Adjustment Facility, on concessional
terms, to low-income developing members that qualify for assistance.

(b) The use of resources provided by the Structural Adjustment Facility shall
be subject to the Regulations for the Administration of the Structural Adjustment
Facility, as amended by Decision No. 8758-(87/l76) SAF,22 adopted Decem-
ber 18, 1987.

(c) The use of resources provided by the Enhanced Structural Adjustment
Facility Trust shall be subject to the provisions of the Enhanced Structural
Adjustment Facility Trust Instrument adopted by Decision No. 8759-(87/l76)
ESAF,23 adopted December 18, 1987.

3. Resources provided by lenders that agree to support arrangements under
the Enhanced Structural Adjustment Facility through loans to qualifying mem-
bers shall be used in association with loans under the Enhanced Structural
Adjustment Facility and in accordance with the arrangements between the Fund
and the lenders.

4. The Fund shall review the operation of the Enhanced Structural Adjust-
ment Facility, of the Structural Adjustment Facility, and of the Enhanced
Structural Adjustment Facility Trust, not later than March 31, 1989.

Decision No. 8757-(871176) SAF/ESAF
December 18, 1987

(b) Establishment of Enhanced Structural Adjustment Facility Trust

1. The Fund adopts the Instrument to Establish the Enhanced Structural
Adjustment Facility Trust that is annexed to this Decision.

2. The Fund is committed, if it appeared that any delay in payment by the
Trust to lenders would be protracted, to consider fully and in good faith all
such initiatives as might be necessary to assure full and expeditious payment to
lenders.

Decision No. 8759-(87ll76) ESAF
December 18, 1987

21 See Selected Decisions, Thirteenth Issue, page 149.
22 See Item F(d) above.
21 See Item (b) below.
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ANNEX
Instrument to Establish the Enhanced Structural Adjustment Facility Trust

Introductory Section

To help fulfill its purposes, the International Monetary Fund (hereinafter
called the "Fund") has adopted this Instrument establishing the Enhanced
Structural Adjustment Facility Trust (hereinafter called the "Trust"), which
shall be administered by the Fund as Trustee (hereinafter called the "Trustee").
The Trust shall be governed by and administered in accordance with the
provisions of this Instrument.

Section I. General Provisions

Paragraph 1. Purposes

The Trust shall assist in fulfilling the purposes of the Fund by providing
loans on concessional terms (hereinafter called "Trust loans") to low-income
developing members that qualify for assistance under this Instrument, in order
to support programs to strengthen substantially and in a sustainable manner
their balance of payments position and to foster growth.

Paragraph 2. Accounts of the Trust

The operations and transactions of the Trust shall be conducted through a
Loan Account, a Reserve Account, and a Subsidy Account. The resources of
the Trust shall be held separately in each Account.

Paragraph 3. Unit of account

The SDR shall be the unit of account for commitments, loans, and all other
operations and transactions of the Trust, provided that commitments of resources
to the Subsidy Account may be made in currency.

Paragraph 4. Media of payment of contributions and exchange of resources

(a) Resources loaned or donated to the Trust shall be received in a freely
usable currency, subject to the provisions of (c) below, and provided that
resources may be received by the Subsidy Account in other currency.

(b) Payments by the Trust to lenders or donors shall be made in U.S. dollars
or such other media as may be agreed between the Trustee and such lenders
or donors.

(c) Loans or donations to the Trust may also be made in or exchanged for
SDRs in accordance with such arrangements as may be made by the Trust for
the holding and use of SDRs.

(d) The Trustee may exchange any of the resources of the Trust, provided
that any balance of a currency held in the Trust may be exchanged only with
the consent of the issuers of such currencies.

Section II. Trust Loans

Paragraph 1. Eligibility and conditions for assistance

(a) Any member eligible for assistance from the Structural Adjustment Facility
shall be eligible for assistance from the Trust.
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(b) This assistance shall be committed and provided under the same conditions
and on the same terms as prescribed in paragraph 14 of the Regulations for
the Administration of the Structural Adjustment Facility, subject to the provisions
of this Section.

(c) Before approving a three-year arrangement, the Trustee shall be satisfied
that the member is making an effort to strengthen substantially and in a
sustainable manner its balance of payments position.

(d) Commitments under three-year arrangements may be made during- the
period from January 1, 1988 to November 30, 1989.

Paragraph 2. Amount of assistance

(a) An initial maximum limit on access to the resources of the Trust shall be
established by the Trustee, as a proportion of members' quotas in the Fund,
and provision shall be made for a limit up to which that maximum limit may
be exceeded in exceptional circumstances. The maximum access limit and the
exceptional maximum limit shall be subject to review from time to time by the
Trustee in the light of actual utilization of resources available to the Loan
Account, and in any event not later than March 31, 1989.

(b) To the extent that a member has notified the Trustee that it does not
intend to make use of the resources available from the Trust, the member shall
not be included in the calculations of the access limits on Trust loans.

(c) The access for each member that qualifies for assistance from the Trust
shall be determined on the basis of an assessment by the Trustee of the balance
of payments need of the member and the strength of its adjustment program.

(d) The amount of resources committed to a qualifying member under a
three-year arrangement and the amounts for the second- and third-year
arrangements shall be reviewed at the time of consideration of each annual
program. The amounts committed to a member shall not be reduced because
of developments in its balance of payments, unless such developments are
substantially more favorable than envisaged at the time of approval of the three-
year arrangement and the improvement for the member derives in particular
from improvements in the external environment.

(e) Any commitment shall be subject to the availability of resources to the
Trust.

Paragraph 3. Disbursements

(a) Any disbursement shall be subject to the availability of resources to the
Trust.

(b) Disbursements shall normally be made on the fifteenth and the last day
of the month, provided that if these days are not business days of the Trustee,
the disbursement shall be made on the preceding business day. Following a
member's qualification for a disbursement, the disbursement shall be made on
the first of these value dates for which the necessary notifications and payment
instructions can be issued by the Trustee.

(c) No disbursement under a three-year commitment to a member shall be
made after the expiration of the period specified in Section III, paragraph 3.

Paragraph 4. Terms of loans

(a) Interest on the outstanding balance of a Trust loan shall be charged at
the rate of one half of one percent per annum subject to the provisions of
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Section IV, paragraph 5, and provided that interest at a rate equal to the rate
of interest on the SDR shall be charged on the amounts of any overdue interest
on or overdue repayments of Trust loans.

(b) Trust loans shall be disbursed in a freely usable currency as decided by
the Trustee. They shall be repaid, and interest paid, in U.S. dollars or other
freely usable currency as decided by the Trustee. The Managing Director is
authorized to make arrangements under which, at the request of a member,
SDKs may be used for disbursements to the member or for payment of interest
or repayments of loans by the member to the Trust.

(c) Paragraph 7(3) of the Regulations for the Administration of the Structural
Adjustment Facility shall not apply to Trust loans.

Paragraph 5. Modifications

Any modification of these provisions will affect only loans made after the
effective date of the modification, provided that a modification of the interest
rate shall apply to interest accruing after the effective date of the modification.

Section HI. Borrowing for the Loan Account

Paragraph 1. Resources

The resources held in the Loan Account shall consist of:
(a) the proceeds of loans made to the Trust for that Account; and
(b) payments of principal and interest on Trust loans, subject to the provisions

of Section V, paragraph 3.

Paragraph 2. Borrowing authority

The Trustee may borrow resources for the Loan Account on such terms and
conditions as may be agreed between the Trustee and the respective lenders
subject to the provisions of this Instrument.

Paragraph 3. Commitments

Commitments of loans to the Trust for the Loan Account shall extend
through June 30, 1992. The commitment period with respect to a loan to the
Trust may be extended by mutual agreement between the Trustee and the
lender.

Paragraph 4. Drawings on loan commitments

(a) Drawings on the commitments of individual lenders over time shall be
made so as to maintain broad proportionality of these drawings relative to
commitments.

(b) Calls on a lender's commitment shall be suspended temporarily if, at any
time prior to December 31, 1991, the lender represents to the Trustee that it
has a liquidity need for such suspension and the Trustee, having given this
representation the overwhelming benefit of any doubt, agrees. The suspension
shall not exceed three months, provided that it may be extended for further
periods of three months by agreement between the lender and the Trustee. No

122

©International Monetary Fund. Not for Redistribution



APPENDIX III • PRINCIPAL POLICY DECISIONS

extension shall be agreed which, in the judgment of the Trustee, would prevent
drawing of the full amount of the lender's commitment.

(c) Following any suspension of calls with respect to the commitment of a
lender, calls will be made on that commitment thereafter so as to restore
proportionality of calls on all lenders as soon as practicable.

Paragraph 5. Payments to lenders

(a) The Trust shall make payments of principal and interest on its borrowing
for the Loan Account from the payments into that Account of principal and
interest made by borrowers under Trust loans. Payments of the authorized
subsidy shall be made from the Subsidy Account in accordance with Section IV
of this Instrument, and, as required, payments shall be made from the Reserve
Account in accordance with Section V of this Instrument.

(b) The Trust shall pay interest on outstanding borrowing for Trust loans
promptly after June 30 and December 31 of each year, unless the particular
modalities of a loan to the Trust make it necessary for the Trustee to agree
with the lender on interest payments at other times.

Section IV. Subsidy Account

Paragraph 1. Resources

The resources held in the Subsidy Account shall consist of:
(a) the proceeds of donations made to the Trust for that Account;
(b) the proceeds of loans made to the Trust for that Account; and
(c) net earnings from investment of donated or borrowed resources held in

that Account.

Paragraph 2. Donations

The Trustee may accept donations of resources for the Subsidy Account on
such terms and conditions as may be agreed between the Trustee and the
respective donors, subject to the provisions of this Instrument. To the extent
possible, annual contributions should be made before May 30 of each year.

Paragraph 3. Borrowing

The Trustee may, in exceptional circumstances, borrow resources for the
Subsidy Account from official lenders on such terms and conditions as may be
agreed between the Trustee and the lenders; in order

(a) to prehnance an amount that is firmly committed to be donated to the
Trust for the Subsidy Account; repayment of principal and any payments of
interest on such borrowing shall be contingent upon the receipt by the Subsidy
Account of the Trust of the donation that has been prefinanced;

(b) that the Subsidy Account may benefit from net investment earnings on
the proceeds of a loan extended at a concessional interest rate; repayment of
principal and any payment of interest on such borrowing shall be made
exclusively from the proceeds of liquidation of the investment and the earnings
thereon.
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Paragraph 4. Authorized subsidy

The Trustee shall draw upon the resources available in the Subsidy Account
to pay the difference, with respect to each interest period, between the interest
due by the borrowers and the interest due on resources borrowed for Trust
loans.

Paragraph 5. Calculation of subsidy

(a) The amount of the subsidy shall be determined by the Trustee in the
light of (i) the objective of ensuring that the Enhanced Structural Adjustment
Facility is a highly concessional facility and, to the extent possible, of reducing
the rate of interest charged on Trust loans to 0.5 percent, (ii) the rate of interest
on resources available to the Loan Account, and (iii) the availability and
prospective availability of resources to the Subsidy Account.

(b) The Trustee shall keep the operation of the Subsidy Account under
review. If at any time it determines that resources available or committed are
likely to be insufficient to reduce the rate of interest on Trust loans to 0.5 per-
cent throughout the operation of the Trust, the Trustee shall seek such additional
resources as may be necessary to achieve this objective.

(c) Should adequate additional resources not be forthcoming to reduce the
rate on Trust loans to 0.5 percent, the Trustee shall recalculate the subsidy with
a view to reducing that interest rate to the lowest feasible rate that could be
applied throughout the remaining life of the Trust. The rate of interest charged
on all outstanding loans by the Trust shall be adjusted accordingly in the
succeeding interest periods. Borrowers shall be notified promptly of such
adjustments. Further recalculations and adjustments shall be made in subsequent
interest periods, as necessary in light of developments with respect to the rate
of interest on resources available to the Loan Account and to the availability of
resources to the Subsidy Account.

(d) If the interest due to lenders for an interest period has exceeded the
interest due by borrowers together with the authorized subsidy under para-
graph 4 of this Section for that period, and payment to lenders of that difference
has been made from the Reserve Account in accordance with Section V, para-
graph 2, an amount equivalent to that difference shall be added to the interest
due by borrowers for the succeeding interest period. Payment of that amount
shall be made to the Reserve Account in accordance with Section V, paragraph
3. The additional interest due shall not be taken into account in the calculation
of the authorized subsidy for that same interest period.

Paragraph 6. Termination arrangements

Upon completion of the subsidy operations authorized by this Instrument,
the Fund shall wind up the affairs of the Subsidy Account. Any resources
remaining in the Subsidy Account shall be used first to reduce to the fullest
extent possible, in accordance with this Instrument, to 0.5 percent the interest
rate paid by borrowers, by means of payments to borrowers. Any resources
remaining after that subsidization shall be distributed to donors and lenders
that have contributed to the subsidy operation, in proportion to their contri-
butions. For the purposes of this distribution, account will be taken of donations,
the net earnings from investment of the proceeds of concessional loans extended
to the Subsidy Account under paragraph 3(b) above, and the subsidy element
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of concessional loans extended to the Trust under Section III; the subsidy
element associated with such loans shall be calculated as the difference, if
positive, between the SDR rate of interest and the interest on such loans, applied
to the amount of the loans during the period they were outstanding.

Section V. Reserve Account

Paragraph 1. Resources

The resources held in the Reserve Account shall consist of:
(a) transfers by the Fund from the Special Disbursement Account in accor-

dance with Decision No. 8760-(87/176),24 adopted December 18, 1987;
(b) net earnings from investment of resources held in the Reserve Account;
(c) net earnings from investment of any resources held in the Loan Account

pending the use of these resources in operations; and
(d) payments of overdue principal or interest or interest thereon under Trust

loans, and payments of interest under Trust loans to the extent that payment
has been made to a lender from the Reserve Account.

Paragraph 2. Use of resources

The resources held in the Reserve Account shall be used by the Trustee to
make payments of principal and interest on its borrowing for Trust loans, to
the extent that the amounts available from receipts of repayments and interest
from borrowers under Trust loans, together with the authorized subsidy under
Section IV, paragraph 4, are insufficient to cover the payments to lenders as
they become due and payable.

Paragraph 3. Payments to the Reserve Account

Any payments of overdue principal or interest or interest thereon under
Trust loans, and any payment of interest under Trust loans to the extent that
payment has been made to a lender from the Reserve Account, shall be made
to the Reserve Account.

Paragraph 4. Review of resources

If resources in the Reserve Account are, or are determined by the Trustee
likely to become, insufficient to meet the obligations of the Trust that may be
discharged from the Reserve Account as they become due and payable, the
Trustee shall review the situation in a timely manner.

Paragraph 5. Reduction of resources and liquidation

(a) Whenever the Trustee determines that amounts in the Reserve Account
of the Trust exceed the amount that may be needed to cover the total liabilities
of the Trust to lenders that are authorized to be discharged by the Reserve
Account, the Trustee shall retransfer such excess amounts to the Fund's Special
Disbursement Account.

24 See Item (e) below.
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(b) Upon liquidation of the Trust, all amounts in the Reserve Account
remaining after discharge of liabilities authorized to be discharged by the
Reserve Account shall be transferred to the Special Disbursement Account.

Section VI. Transfer of Claims

Paragraph 1. Transfers by lenders

(a) Any lender shall have the right to transfer at any time all or part of any
claim to any member of the Fund, to the central bank or other fiscal agency
designated by any member for purposes of Article V, Section 1 ("other fiscal
agency"), or to any official entity that has been prescribed as a holder of SDRs
pursuant to Article XVII, Section 3 of the Fund's Articles of Agreement.

(b) The transferee shall, as a condition of the transfer, notify the Trustee
prior to the transfer that it accepts all the obligations of the transferor relating
to the transferred claim with respect to renewal and new drawings, and shall
acquire all the rights of the transferor with respect to repayment of and interest
on the transferred claim.

Paragraph 2. Transfers among electing lenders

(a) Any lender to the Loan Account ("electing lenders") may inform the
Trustee that it stands ready, upon request by the Trustee, to purchase claims
on the Trust from any other electing lender, provided that the holdings of
claims so acquired shall at no time exceed the amount communicated to the
Trustee and subject to the other provisions of this Section. A list of electing
lenders and the amounts communicated by them shall be established separately
by the Trustee. This list may be extended and the amounts therein increased
in accordance with communications received subsequently.

(b) An electing lender shall have the right to transfer temporarily to other
electing lenders part or all of any claim arising from its loans to the Trust under
Section III, if the electing lender represents to the Trustee that it has a liquidity
need to make such transfer and the Trustee, having given this representation
the overwhelming benefit of any doubt, agrees.

(c) The Trustee shall allocate each transfer by an electing lender under this
provision to all other electing lenders in proportion to the amounts by which
the respective maximum holdings listed in the attachment exceed actual holdings
of claims acquired under this provision; provided, however, that no allocation
shall be made to an electing lender if it represents to the Trustee that it has a
liquidity need for exclusion from an allocation and the Trustee agrees, in which
case allocations to the remaining electing lenders shall be adjusted accordingly.

(d) The purchaser of any claim transferred under this provision shall assume,
as a condition of the transfer, any obligation of the transferor, relating to the
transferred claim, with respect to the renewal of drawings on loans to the Trust
and to new drawings on loans in the event a renewal, having been requested,
is not agreed by the transferor.

(e) Transfers of claims under this provision shall be made in exchange for
freely usable currency and shall be reversed in the same media within three
months, provided that such transfers may be renewed, by agreement between
the transferor and the Trustee, for further periods of three months up to a
total of one year. Notwithstanding the above, the transferor shall reverse a
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transfer under this provision not later than the date on which the transferred
claim is due to be repaid by the Trust.

(f) Interest on claims transferred under this Section shall be paid by the
Trust to the transferor in accordance with the provisions of the transferor's
lending agreement with the Trust. The transferor shall pay interest to the
transferee(s) on the amount transferred, so long as the transfer remains
outstanding, at a daily rate equal to that set out in Rule T-l of the Fund's Rules
and Regulations; such interest shall be payable three months after the date of
a transfer or of its renewal, or on the date the transfer is reversed, whichever
is earlier.

Section VII. Administration oj the Trust

Paragraph 1. Trustee

(a) The Trust shall be administered by the Fund as Trustee. Decisions and
other actions taken by the Fund as Trustee shall be identified as taken in that
capacity.

(b) Subject to the provisions of this Instrument, the Fund in administering
the Trust shall apply the same rules as apply to the operation of the General
Resources Account of the Fund.

(c) The Trustee, acting through its Managing Director, is authorized:
(i) to make all arrangements, including establishment of accounts in the

name of the International Monetary Fund, which shall be accounts of the
Fund as Trustee, with such depositories of the Fund as the Trustee deems
necessary; and

(ii) to take all other administrative measures that the Trustee deems necessary
to implement the provisions of this Instrument.

Paragraph 2. Separation of assets and accounts, audit and reports

(a) The resources of the Trust shall be kept separate from the property and
assets of all other accounts of the Fund, including other administered accounts,
and shall be used only for the purposes of the Trust in accordance with this
Instrument.

(b) The property and assets held in the other accounts of the Fund shall not
be used to discharge liabilities or to meet losses arising out of the administration
of the Trust. The resources of the Trust shall not be used to discharge liabilities
or to meet losses arising out of the administration of the other accounts of the
Fund.

(c) The Fund shall maintain separate financial records and prepare separate
financial statements for the Trust.

(d) The audit committee selected under Section 20 of the Fund's By-Laws
shall audit the financial transactions and records of the Trust. The audit shall
relate to the financial year of the Fund.

(e) The Fund shall report on the resources and operations of the Trust in
the Annual Report of the Executive Board to the Board of Governors and shall
include in that Annual Report the report of the audit committee on the Trust.

Paragraph 3. Investment of resources

(a) Any balances held by the Trust and not immediately needed in operations
shall be invested.
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(b) Investments may be made in any of the following: (i) marketable obligations
issued by an international financial organization and denominated in SDRs or
in the currency of a member of the Fund; (ii) marketable obligations issued by
a member or by a national official financial institution of a member and
denominated in SDRs or in the currency of that member; and (iii) deposits with
a commercial bank, a national official financial institution of a member, or an
international financial institution that are denominated in SDRs or in the
currency of a member. Investment which does not involve an exchange of
currency shall be made only after consultation with the member whose currency
is to be used, or, when an exchange of currencies is involved, with the consent
of the issuers of such currencies.

Section VIII. Period of Operation and Liquidation

Paragraph 1. Period of operation

The Trust established by this Instrument shall remain in effect for as long as
is necessary, in the judgment of the Fund, to conduct and to wind up the
business of the Trust.

Paragraph 2. Liquidation of the Trust

(a) Termination and liquidation of the Subsidy Account shall be made in
accordance with the provisions of Section IV, Paragraph 6.

(b) All other resources, if any, shall be used to discharge any liabilities of the
Trust, other than those incurred under Section IV, and any remainder shall be
transferred to the Special Disbursement Account of the Fund.

Section IX. Amendment of the Instrument

The Fund may amend the provisions of the Instrument, except this Section
and Section I, paragraphs 1 and 2; Section III, paragraphs 4 and 5; Sec-
tion IV, Paragraphs 4 and 6; Section V; Section VI; Section VII, Paragraph
2(a) and (b); Section VIII, Paragraph 2(b).

(c) The Chairman's Summing Up on the Enhancement of the Structural Adjustment
Facility—Operational Arrangements—December 15, 1987

Let me summarize the agreed position on a number of important points.

1. Establishment of the enhanced structural adjustment facility and review of the existing facility

Directors reviewed the existing structural adjustment facility and agreed that it should
continue to operate as in the past. The existing facility will continue to be available to
eligible members that already have arrangements under the facility as well as to those
that have not yet requested use of the facility's resources.

Directors agreed that a new lending facility—the enhanced structural adjustment
facility—should be established and that it will operate concurrently with the existing
structural adjustment facility. The enhanced facility will be financed from two Fund-
related sources—the Special Disbursement Account and the Enhanced Structural Ad-
justment Facility Trust—and will also include the possibility that other lenders might
support enhanced structural adjustment arrangements through loans to qualifying
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members in association with loans under the enhanced facility. For a member qualifying
for an arrangement under the enhanced facility, resources will be provided from the
Special Disbursement Account to the extent that the member has not exhausted its
potential access under the existing facility; resources made available in excess of these
amounts will be provided from the Trust and from associated sources.

Until the cutoff date for commitment of resources, eligible members that have not yet
made use of the resources of the structural adjustment facility will have the option to
request a full three-year arrangement under either the existing facility or the enhanced
facility. Members currently making use of the resources of the existing facility may
request a new three-year arrangement under the enhanced facility or continue their
current arrangement to its conclusion. If a member currently using the resources of the
structural adjustment facility chooses to request a new three-year arrangement under
the enhanced facility, that request should normally be made at the time of expiration of
an annual arrangement under the existing facility. However, earlier replacement of an
existing arrangement by a three-year arrangement under the enhanced facility could
also be permitted in exceptional cases.

2. Terms and conditions of loans under the enhanced structural adjustment facility

Commitments of resources under the enhanced facility will be made upon approval
of a three-year arrangement. All commitments and disbursements will be subject to the
availability of resources. Commitments may be made at any time until the cutoff date.
Most Directors agreed, taking into account the limited period of time during which the
resources would be made available by contributors, that the cutoff date should be
November 30, 1989. At the same time, most Directors considered that the final date for
disbursements should not now be extended beyond June 30, 1992, although it was
recognized that maintenance of this date would imply that there would be little flexibility
to accommodate delays under annual programs in arrangements that were agreed later
in the commitment period. This matter will be kept under review as experience is gained
with the facility.

Disbursements from the Special Disbursement Account in conjunction with enhanced
structural adjustment arrangements will be provided under the financial terms applying
to loans under the existing facility, as amended. To the extent possible, the financial
terms applying to loans from the Enhanced Structural Adjustment Facility Trust will be
the same as those under the existing facility. In particular, it was agreed that the
maturities of loans will be five and a half to ten years. Most Directors also believed that
it would be appropriate to set the initial interest rate charged on loans from the Trust
at 0.5 percent per annum, even if the amount of firmly committed resources in the
Subsidy Account was initially not fully sufficient for this purpose, but additional resources
were confidently expected. These Directors indicated that if it appeared, because of
inadequate contributions or future adverse developments in interest or exchange rates,
that resources available or committed to the Subsidy Account were likely to be insufficient
to maintain the rate of interest at 0.5 percent throughout the period of operation of the
Trust, the Fund should seek the additional resources necessary to achieve this objective.
This issue is to be kept under review, and the interest rate will be adjusted as necessary
at the beginning of each six-month interest period whenever resources available to the
Subsidy Account are judged insufficient to maintain a rate of 0.5 percent on loans under
the enhanced facility.

The intended terms for the Trust's lending, with which you have agreed, determine
the essential features of the borrowing arrangements that will have to be concluded by
the Fund as Trustee for the Enhanced Structural Adjustment Facility Trust and the
lenders to it. These have been set out in a prototype circulated to potential lenders and
annexed to [the staff paper]. While there will need to be comparability in substance among
agreements, there will no doubt need to be alterations to the form and structure of this
prototype to meet the particular legal and institutional requirements of individual
lenders, and we will be flexible in meeting these requirements. There was further
discussion of the security to be provided to the claims on the Trust. Directors accepted
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that the proposals that had been put forward to safeguard the resources lent to the
Trust were adequate to provide the necessary assurance to potential creditors. Although
noting the views of some Directors, I have repeated that the phrase "all such initiatives
as might be necessary" had to be understood to include the possible use of gold.

I should also comment on a few specific financial issues raised in the papers. First,
most Directors did not favor the inclusion of a provision on rescheduling because, inter
alia, it was considered that this would create undue complications in light of the limited
period for which resources were being committed by contributors and also because it
was felt that such a provision could threaten the integrity of the Reserve that most
contributors find to be an essential component of the facility. Second, most Directors
did not find it appropriate to provide for temporary encashment of claims through use
of the Reserve, given the relatively small amounts that will be available in the early years
and the importance of the Reserve as security for claims. Third, it appeared generally
acceptable to most Directors that the provision for temporary suspension of calls should
apply to all lenders. I should note in this connection that we appreciate the position of
several contributors who are providing support to the enhanced facility, despite a very
difficult balance of payments situation of their own.

3. Framework for lending under the enhanced structural adjustment facility

Resources to be made available under the enhanced facility will be committed upon
Board approval of a three-year arrangement and disbursements will be made semiannually
in accordance with the provisions specified in annual arrangements. The preparation of
policy framework papers will be an essential element of the enhanced facility, and the
policy framework process will be strengthened to reflect the summing up of the June
1987 review of the structural adjustment facility. . . ,25 as well as continuing discussions
with eligible recipient countries, the World Bank, and the interested donors.

The list of eligible members for the use of the enhanced facility is the same as that
currently applying to the existing facility. . . .

Directors were in broad agreement that the objectives of programs under the enhanced
facility should be to promote, in a balanced manner, both balance of payments viability
and growth through mobilization of domestic and external resources, improvements in
resource allocation, and the removal of structural impediments. Such programs should
involve a substantial effort to strengthen the external payments position in a sustainable
manner, and in particular to assure substantial progress during the three-year program
period toward an overall position and structure of the balance of payments that is
consistent with orderly relations with creditors and a reduction in restrictions on trade
and payments, while permitting the timely servicing of obligations to the Fund.

Directors agreed that monitoring of enhanced programs supported by arrangements
under the enhanced facility will be conducted through benchmarks. Most Directors favored
the establishment of quarterly quantitative benchmarks for the key financial variables,
and the use of structural benchmarks to monitor implementation of the most important
structural policy measures. Most Directors supported the establishment of some bench-
marks, including, where appropriate, some structural benchmarks, as semiannual per-
formance criteria in all cases. In addition, midyear reviews will also be required in most
cases. I have carefully noted the reservations expressed by a number of Directors
regarding the treatment of benchmarks as performance criteria, and I assure you that
performance criteria will be limited in number and will generally involve only a subset
of the benchmarks. Similarly, prior actions will be required sparingly, but when necessary
to lay the basis for a long or difficult adjustment process, and particularly where
arrangements involve a front-loading of disbursements. In the event of a substantial
delay in completion of a midyear review or in agreeing on an annual program, the total
amount of resources to be made available to a member could be reduced or rephased
over the remaining period of the arrangement.

23 See Item F(c) above.
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Most Directors agreed that access to the resources of the enhanced facility will be
differentiated according to the strength of the member's adjustment program and its
financing need. The structure of the member's external debt and its prospective debt
service burden, along with the expected evolution of other macroeconomic aggregates,
will be important elements in this assessment. Directors generally agreed that access
under three-year enhanced structural adjustment arrangements will be subject to a
maximum limit of 250 percent of quota. However, Directors stressed again that the
access limits do not constitute entitlements, and they agreed that access should normally
be below the maximum and that the guidelines should be applied so that the rate of
access for all qualifying members would average about 150 percent of quota. It was also
indicated that, in highly exceptional circumstances, the maximum could be exceeded,
but it was not envisaged that access would exceed 350 percent of quota even in these
cases. These access limits, along with the operation of both the enhanced facility and the
existing facility, will be subject to review in light of experience and the utilization of the
available resources.

Directors agreed that the amount of resources committed to an individual qualifying
member under a three-year enhanced structural adjustment arrangement and the
amounts for the second- and third-year arrangements will be reviewed at the time of
consideration of each annual program. However, most Directors indicated that, subject
to the availability of resources, the amounts committed to a member would not normally
be reduced because of developments in its balance of payments. However, in the event
that balance of payments developments were markedly more favorable than envisaged
at the time of approval of the three-year arrangement, and particularly because of
improvements in the external environment, it would be suggested that the member
reduce voluntarily its use of enhanced resources, either by requesting lower access at
the time of approval of an annual arrangement or by forgoing in whole or in part a
midyear disbursement.

Directors agreed that disbursements of loans under enhanced structural adjustment
arrangements will be made semiannually, upon approval of an annual arrangement, and
subsequently, on the basis of observance of performance criteria and, in most cases,
completion of a midyear review. A range of views was expressed regarding the possibility
of a limited front-loading of disbursements in some cases. Nonetheless, there seems to
be a consensus that, subject to the availability of resources, the guideline should be that
a uniform distribution of disbursements would be preferable and that any front-loading
should not result in first-year disbursements exceeding 40 percent of the total amount
to be made available under the three-year enhanced structural adjustment arrangement.
However, I take it that there may be scope for a higher first-year disbursement in some
very exceptional cases. Existing policies regarding members with overdue obligations to
the Fund will be retained; how best to deal with cases of large and protracted arrears is
a question to which we will return soon, but in a different context.

4. Relationship with other Fund facilities

Directors noted that members qual i fying for loans under the enhanced structural
adjustment facility would retain eligibility for access to the Fund's general resources.
Access to those resources will have to be examined carefully on a case-by-case basis,
taking into account a range of factors envisaged in the present guidelines, including past
performance and use of Fund resources, terms, the possible availability of financing
from the enhanced facility and other sources, and the speed and time profile of the
anticipated balance of payments adjustment.

(d) The Chairman's Remarks on the Enhancement of the Structural Adjustment
Facility—Legal Documentation—December 18, 1987

Two issues of substance raised during this meeting deserve special mention. First, it
was reconfirmed that lending to the ESAF Trust could be considered as part of a
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member's official reserves by the Fund. Second, it was explained that access to the Fund's
general resources could be provided for members that had extended loans to the Trust
and that needed liquidity in an amount not exceeding their claim. Purchases under these
circumstances would be allowed if the member represented that it had a need, because
of developments in its reserves in the sense of Article V, Section 3(6)(ii), and the Fund
agreed that the purchase was justified taking into account the amount of the requested
purchase and the existence of a claim on the Trust. If the liquidity problem can be
addressed on its own, there would be no need for an adjustment program to solve the
balance of payments problem. Moreover, those purchases could be given certain
characteristics by a decision to be taken when required. For instance, it could be decided,
with respect to such purchases, to provide for special repurchase periods and for their
exclusion from the definition of reserve tranche purchases. Those decisions would need
to be adopted by an 85 percent majority. On the occasions on which this question was
discussed, I heard no objections by an Executive Director to this approach, which had
been suggested in the staff papers that have been discussed by the Board.

(e) Transfer of Resources from Special Disbursement Account to Enhanced Structural
Adjustment Facility Trust and Retransfer to Special Disbursement Account

1. The following resources held in, or to be received by, the Special
Disbursement Account shall be transferred to the Enhanced Structural Adjust-
ment Facility Trust ("the Trust") for its Reserve Account upon the establishment
of the Trust or upon receipt of these resources by the Special Disbursement
Account; whichever is later:

(i) all income already received or to be received from the investment of
resources available for the Structural Adjustment Facility within the Special
Disbursement Account;

(ii) all interest already received or to be received, including from special
charges, on loans under the Structural Adjustment Facility;

(iii) all repayments of loans under the Structural Adjustment Facility; and
(iv) all the resources held in the Special Disbursement Account that are

derived from the termination of the 1976 Trust Fund and that can no
longer be used under the Structural Adjustment Facility;

provided that the above resources shall be retransferred to the Special Dis-
bursement Account when and to the extent that they are needed for the
reimbursement of the expenses incurred by the General Resources Account in
the administration of the Structural Adjustment Facility and the Trust, which
must be reimbursed in accordance with paragraph 10 of the Regulations for
the Administration of the Structural Adjustment Facility and paragraph 3 of
this Decision.

2. Whenever the Trustee determines that amounts in the Reserve Account
of the Trust exceed the amount that may be needed to cover the total liabilities
of the Trust to lenders that are authorized to be discharged by the Reserve
Account, the Trustee shall retransfer such excess amounts to the Special
Disbursement Account. Upon liquidation of the Trust, all amounts in the
Reserve Account remaining after discharge of liabilities authorized to be
discharged by the Reserve Account shall be transferred to the Special Disburse-
ment Account.

3. The Special Disbursement Account shall reimburse the General Resources
Account annually in respect of the expenses of conducting the business of the
Enhanced Structural Adjustment Facility Trust.
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4. This Decision replaces Decision No. 8237-(86/56) SAF,26 adopted March 26,
1986.

Decision No. 8760-(87/176)
December 18, 1987

(f) Access to Resources

The Fund as Trustee under the Instrument to Establish the Enhanced
Structural Adjustment Facility Trust decides:

1. In accordance with Section II, Paragraph 2(a) of the Instrument to Establish
the Enhanced Structural Adjustment Facility Trust, the initial maximum limit
on access of each eligible member to the resources of the Trust shall be set at
250 percent of the member's quota in the Fund, minus any remaining access
of the member to the resources of the Structural Adjustment Facility, and minus
resources committed to the member for loans in association with Trust loans.

2. The maximum limit in paragraph 1 may be increased in exceptional
circumstances not to exceed 350 percent of the member's quota in the Fund,
subject to the same deductions as in paragraph 1.

Decision No. 8845-(88l61) ESAF
April 20, 1988

(g) Interest Rate on Trust Loans

The Fund as Trustee under the Instrument to Establish the Enhanced
Structural Adjustment Facility Trust decides:

In accordance with Section II, Paragraph 4(a) and Section IV, Paragraph 5
of the Instrument to Establish the Enhanced Structural Adjustment Facility
Trust, the interest rate on loans from the Trust shall be set at 0.5 percent
effective April 20, 1988.

Decision No. 8846-(88l61) ESAF
April 20, 1988

H. General Arrangements to Borrow—Sixth Renewal

Executive Board Decision No. 7337-(83/37),27 adopted February 24, 1983,
effective December 26, 1983, on the General Arrangements to Borrow, is hereby
renewed for a period of five years from December 26, 1988.

Decision No. 8733-(87/159)
November 23, 1987

I. Borrowing Agreement with the Saudi Arabian Monetary Agency

(a) Amendment

The Executive Board authorizes the Managing Director to take such action
as is necessary to amend Annexes A and B of the Borrowing Agreement between

->b See Selected Decisions, Thirteenth Issue, page 142.
27 See Annual Report, 1983, pages 145-53.
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the Saudi Arabian Monetary Agency and the Fund effective May 7, 1981,28 and
Annexes II-A and II-B of the Supplementary Agreement between the Saudi
Arabian Monetary Agency and the Fund effective April 30, 1984,29 as set out
in paragraph 5 of [the annex].

Decision No. 8643-(871102)
July 10, 1987

ANNEX

a. The 1981 borrowing agreement would be amended by deleting the phrase
"and weighted by the volume of transactions in" and replacing it with the word
"for," and by deleting the words "during the previous week," in both Annex A,
paragraph 3(b)(i) and Annex B, paragraph 2(c)(ii)(A). The amended paragraph
in both Annexes A and B would read as follows:

For the French franc, the yield to maturity on a representative sample of securities of major
French public sector enterprises with an average remaining life in the range of four and a half
to five and a half years, based on market prices for the securities, as calculated by the Caisse des
Depots et Consignations using the same method as it uses for the yield it publishes weekly.

b. The 1984 supplementary agreement would be amended by deleting the
words "during the previous week," in both Annex II-A, paragraph 3(b)(i) and
Annex II-B, paragraph 2(c)(ii)(A). The amended paragraph in both Annexes
II-A and II-B would read as follows:

For the French franc, the average yield to maturity on a representative sample of securities of
major French public sector enterprises with a remaining life in the range of two to three years,
based on market prices for the securities, as calculated by the Caisse des Depots et Consignations.

(b) Renewal of Borrowing Agreement in Association with the General Arrangements to
Borrow

Pursuant to Article VII, Section 1 of the Articles of Agreement, the Managing
Director is authorized to send to the Minister of Finance of Saudi Arabia a
letter as set forth in the attachment, proposing a renewal, for a period of five
years from December 26, 1988, of the 1983 borrowing agreement with Saudi
Arabia in association with the General Arrangements to Borrow.30 When a reply
is received from the Minister accepting the proposal, the Managing Director's
letter and the reply shall constitute an agreement on the renewal of the 1983
borrowing agreement between Saudi Arabia and the Fund, which shall enter
into force on December 26, 1988.

Decision No. 8897-(88193)
June 75, 1988

Attachment

Your Excellency:

I refer to the borrowing agreement between the International Monetary
Fund (the Fund) and Saudi Arabia in association with the General Arrange-

28 See Selected Decisions, Thirteenth Issue, pages 207-36.
29 Ibid., pages 237-50.
30 Ibid., pages 191-96.
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merits to Borrow (GAB), which entered into force on December 26, 1983
(henceforth referred to as the 1983 Borrowing Agreement). Pursuant to
Executive Board Decision No. 8897-(88/93), adopted June 15, 1988, I have
been authorized to propose on behalf of the Fund that Saudi Arabia agree to
a renewal of the 1983 Borrowing Agreement on the same terms and conditions
as set forth therein, for a period of five years from December 26, 1988.

If the foregoing proposal is acceptable to Saudi Arabia, this communication
and your reply indicating Saudi Arabia's acceptance shall constitute an agree-
ment between Saudi Arabia and the Fund on the renewal of the 1983 Borrowing
Agreement, which shall enter into force on December 26, 1988.

With kind regards,
Yours sincerely,

Michel Camdessus

J. SDKs—Use in Payment of Trust Fund Obligations

In accordance with Article XVII, Section 3, the Fund prescribes that:
1. A participant, by agreement with a prescribed holder and at the instruction

of the Fund, may transfer SDKs to the prescribed holder in repayment of Trust
Fund loans, in payment of interest on Trust Fund loans and in payment of
special charges in respect of overdue repayments and interest of Trust Fund
loans.

2. The Fund shall record operations pursuant to this prescription in accor-
dance with Rule P-9.

Decision No. 8642-(871101) S/TR
July 9, 1987

K. Trust Fund—Means of Payment of Interest and Repayment of Principal

1. Decision No. 6358-(79/188) TR,31 adopted December 19, 1979, shall be
amended by the addition of the following sentence:

"Such payments may be made also in SDRs in accordance with Decision
No. 8642-(87/101) S/TR,32 adopted July 9, 1987."

2. Decision No. 7142-(82/85) TR,33 adopted June 18, 1982, shall be amended
by the addition of the following sentence:

"Such repayment may be made also in SDRs in accordance with Decision
No. 8642-(87/101) S/TR,32 adopted July 9, 1987."

Decision No. 8640-(87/101) S/TR
July 9, 1987

n See Selected Decisions, Thirteenth Issue, page 375.
52 See Item J above.
53 See Selected Decisions, Thirteenth Issue, page 375.
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L. Supplementary Financing Facility Subsidy Account—Additional Subsidy
Payments for July 1, 1985 Through June 30, 1986 and Subsidy Payments
for July 1, 1986 Through June 30, 1987

1. In accordance with Section 10 of the Instrument establishing the Supple-
mentary Financing Facility Subsidy Account, as amended,34 additional subsidy
payments shall be made with respect to charges paid on holdings of currency
referred to in Section 7 of the Instrument for the period July 1, 1985 through
June 30, 1986, in the amount indicated to each of the eligible members as listed
in Column 2 of Table 1 of the attachment.

2. In accordance with Section 10 of the Instrument establishing the Supple-
mentary Financing Facility Subsidy Account, as amended, subsidy payments
shall be made with respect to charges paid on holdings of currency referred to
in Section 7 of the Instrument for the period July 1, 1986 through June 30,
1987, in the amount indicated to each of the eligible members as listed in
Column 5 of Table 1 of the attachment.

3. The subsidy payments shall be made to each eligible member on Au-
gust 4, 1987, or as soon thereafter as the member has paid all overdue charges,
if any, on balances eligible for the subsidy.

Decision No. 8674-(87/l 17) SBS
August 3, 1987

34 See Selected Decisions, Thirteenth Issue, pages 379-86.
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Attachment

Table 1. SFF Subsidy Account:
Past Disbursements and Proposed Disbursements

for the Years Ended June 30, 1986 and June 30, 1987

(In SDRs)

Proposed Amount of Disbursement1

(1)
Cumulative
Approved
Subsidies
for Period
1981-June

19862

(2)

Additional
Subsidy

Disbursement
July 1985-
June 1986

(3)

July-
December

1986

(4)

January-
June 1987

(5)

Total
July 1986-
June 19873

(6)

Annualized
Percentage of

Eligible
Holdings for

the Year Ended
June 30, 19874

(7)

Grand
Total5

(a) Members eligible to receive subsidy at the full rate

Bangladesh
Bolivia
Dominica
Gambia, The
Guyana

India
Kenya
Liberia
Madagascar
Malawi

Mauritania
Pakistan
Philippines
Senegal
Sierra Leone

Sri Lanka6

Sudan
Tanzania
Togo
Zambia6

Subtotal

15,439,736
3,830,026

469,764-
472,315

4,485,759

108,145,632
12,436,593
5,608,460
3,095,169
3,944,697

2,079,034
63,311,363
45,821,498

6,756,701
2,361,264

591,705
23,464,629

2,369,524
1,008,539
3,520,127

309,212,535

292,599
36,530
21,893
26,996
56,543

278,610
20,666
26,464
31,771
52,579

571,209
57,196
48,357
58,767
109,122

6,767,109 8,543,718 15,310,827
321,835 335,820 657,655

10,306
1,441

687
833

2,153

213,375
10,770
4,818
2,051
2,471

1,759
73,557
32,083
6,713
1,647

16,014
1,139

676

382,493 11,887,59213,948,539 25,836,131

147,282
60,730
72,694

55,150
2,293,798
947,005
206,616
51,218

477,390
31,918
20,286

154,103
58,460
68,176

57,711
2,598,004
925,777
222,836
50,876

475,681
27,678
19,609

301,385
119,190
140,870

112,861
4,891,802
1,872,782
429,452
102,094

953,071
59,596
39,895

1.52
1.45
1.52
1.55
1.52

1.51
1.54
1.54
1.53
1.52

1.54
1.53
1.53
1.54
1.53

1.53
1.51
1.53

581,515
58,637
49,044
59,600

111,275

15,524,202
668,425
306,203
121,241
143,341

114,620
4,965,359
1,904,865

436,165
103,741

969,085
60,735
40,571

26,218,624

(b) Members eligible to receive subsidy at half the full rate

Cote d'lvoire
Jamaica
Mauritius
Morocco
Peru

Subtotal
Total

14,593,551
15,315,339
4,725,250
9,686,974

14,937,655

59,258,769
368,471,304

22,871
10,485
3,106
5,788
3,680

45,930
428,423

717,567
306,756
91,875

177,456
73,899

1,367,553
13,255,145

884,062
329,806
88,014

165,295
36,243

1,503,420
15,451,959

1,601,629
636,562
179,889
342,751
110,142

2,870,973
28,707,104

0.76
0.77
0.76
0.76
0.72

1,624,500
647,047
182,995
348,539
113,822

2,916,903
29,135,527

1 Subject to full payment by members of the relevant charges.
2 These figures include SDR 1,688,026 not disbursed pending payment of overdue SFF charges.
3 This is the disbursement for the period July 1, 1986 to June 30, 1987 (i.e., the sum of Columns 3 and 4).
4 Amount of subsidy for the period July 1, 1986 to June 30, 1987, expressed as a percentage of the average

outstanding eligible SFF hbldings.
5 This is the sum of the additional disbursement for the year ended June 30, 1986 and the disbursement for the year

ended June 30, 1987 (i.e., the sum of Columns 2 and 5).
6 Sri Lanka and Zambia have no outstanding holdings purchased under the SFF.

M. Charges

(a) Adjustment of Rate of Charge and Rate of Remuneration for the Quarter Ended
April 30, 1988

1. The Executive Board has reviewed the operation of Decision No. 8348-
(86/122), adopted July 25, 1986, as amended, in accordance with Section V,
paragraph 2(f) of that decision.
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2. The adjustment in the rate of charge for the quarter ended April 30, 1988
shall be limited so as to generate an amount equal to the amount generated
through the reduction in remuneration for that quarter to cover deferred
charges. The resulting shortfall shall be deemed deferred income in the quarter
ending July 31, 1988; the rate of charge and the rate of remuneration shall be
adjusted with respect to this amount, for the period from May 24, 1988 to the
end of the quarter.

Decision No. 8878-(88/84)
May 23, 1988

(b) Retroactive Reduction of Rate of Charge for FY 1988

If the net income for FY 1988, after placement to the Special Contingent
Account of an amount equal to 5 percent of the Fund's reserves at the beginning
of FY 1988, exceeds 5 percent of such reserves, minus the amount of deferred
income in the quarter ended April 30, 1988 for which no adjustments are made
in that quarter in accordance with Decision No. 8878-(88/84), the excess amount
shall be used to reduce the rate of charge retroactively for FY 1988.

Decision No. 8879-(88l84)
May 23, 1988

(c) Retroactive Reduction of Rate of Charge for FY 1989

Section II, paragraph 4 of Decision No. 8861-(88/67), adopted April 27, 1988
is amended as follows:

4. Net income for FY 1989 exceeding the total of (i) the amount specified in Section III,
and (ii) the amount of deferred income in the quarter ended April 30, 1988 for which no
adjustments are made in that quarter in accordance with Decision No. 8878-(88/74), shall be
used to reduce the rate of charge retroactively for FY 1989.

Decision No. 8880-(88I84)
May 23, 1988

N. Increases in Quotas of Members—Ninth General Review

Report of the Executive Board
to the Board of Governors

1. Article III, Section 2 (a) of the Articles of Agreement provides that "The
Board of Governors shall at intervals of not more than five years conduct a
general review, and if it deems it appropriate propose an adjustment, of the
quotas of the members." The five-year period since the completion of the
previous review will end on March 31, 1988. This report and the attached draft
resolution are submitted to the Board of Governors, the organ competent under
the Articles to deal with an adjustment of quotas, in accordance with Arti-
cle III, Section 2.

2. In the course of the past year, the Executive Board has considered various
aspects of the adjustment of quotas, including the formulas used to calculate
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quotas, the variables used in those formulas, the method of calculating quotas,
and updated quota calculations. The Executive Board has also considered the
need for and the size of an increase in the total of quotas, the techniques and
criteria that might be considered in distributing a total increase among members,
and matters relating to the payment of the increased subscriptions. While the
Executive Board has concluded consideration of certain technical aspects of its
work, it has not completed work on a number of substantive issues. Consequently,
the Executive Board is not in a position to make recommendations in time for
the Board of Governors to adopt a resolution completing the Ninth General
Review by March 31, 1988.

3. The Interim Committee considered the subject of the Ninth General
Review of Quotas during the twenty-ninth meeting of the Committee in
Washington on September 27-28, 1987. Paragraph 7 of the communique issued
at the conclusion of the meeting reads as follows:

The Committee noted that the Committee of the Whole on the Ninth General Review of Quotas
has begun its work by considering preliminary quota calculations and reviewing issues bearing
on the size of the Fund. The Committee urged Executive Directors to pursue their work on the
Ninth General Review of Quotas so as to be in a position to make appropriate recommendations
in due course.

The Managing Director intends to make a progress report on the Ninth
General Review to the Interim Committee at the next meeting of the Committee
on April 14, 1988.

4. The Executive Board proposes to continue its work on this subject and to
submit a report to the Board of Governors, together with appropriate recom-
mendations regarding the size of the overall increase in quotas, increases in the
quotas of individual members, and on the mode of payment of increases in
subscriptions, not later than April 30, 1989.

5. In view of the foregoing considerations, it is recommended that the Board
of Governors adopt the resolution set forth in the attachment to this report.

Attachment
Proposed Resolution Submitted to the Board of Governors

Increases in Quotas of Members—Ninth General Review

RESOLVED:

That the Board of Governors, having noted the report of the Executive
Board entitled Increases in Quotas of Members—Ninth General Review, hereby
resolves to continue its review under Article III, Section 2(a) and requests
the Executive Board to complete its work on this matter and to submit
appropriate proposals to the Board of Governors not later than April 30,
1989.

Board of Governors Resolution No. 43-1
Adopted April 22, 1988

139

©International Monetary Fund. Not for Redistribution



Appendix IV

Press Communiques of the Interim Committee
and the Development Committee

Interim Committee of the Board of Governors on the
International Monetary System

PRESS COMMUNIQUES

Twenty-Ninth Meeting, Washington, September 27—28, 1987

1. The Interim Committee of the Board of Governors of the International
Monetary Fund held its twenty-ninth meeting in Washington, D.C., on Septem-
ber 27-28, 1987, under the chairmanship of Mr. H. Onno Ruding, Minister of
Finance of the Netherlands. Mr. Michel Camdessus, Managing Director of the
International Monetary Fund, participated in the meeting, which was also
attended by observers from a number of international and regional organizations
and from Switzerland.

2. In their discussion of the world economic outlook, Committee members
noted certain positive features in the current situation. The present economic
upswing is about to complete its fifth year, there are few signs of cyclical strain,
inflation has remained moderate, progress has been made in reducing fiscal
and payments imbalances in real terms among the large industrial countries,
and economic growth in non-fuel exporting developing countries has picked
up. Economic performance nevertheless is falling short of expectations in a
number of other respects, with unemployment still high in many industrial
countries. The persistence of large current account imbalances in some of these
countries is a matter of concern. Also, commodity prices, though having
recovered somewhat of late, remain historically low in real terms; the debt
situation of the heavily indebted middle-income developing countries remains
difficult; and the plight of the low-income countries, especially those with
declining per capita incomes, continues to give cause for deep concern.

In dealing with these problems, the importance of a continued coordinated,
cooperative approach was stressed. The improved economic and monetary
cooperation between the major industrial countries was welcomed. The reso-
lution of debt difficulties remains crucially dependent on the combination of
sustained growth-oriented adjustment in debtor countries, access by these
countries to external financing, and policies in industrial countries that will
secure stable world financial conditions and open and growing markets. The
Fund has a major responsibility through its surveillance function to foster this
combination of mutually reinforcing policies.
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Committee members welcomed the recent reduction in the U.S. fiscal deficit.
This progress should be carried further in 1988 and beyond to facilitate external
adjustment without harming capital formation. In this context, they were pleased
with the decision by the President of the United States to sign legislation that
carries this process further in 1988. It is important, at the same time, that the
growth of domestic demand exceed that of GNP in countries with strong external
surplus positions, price stability, and government deficits that are not too large.
They also stressed that some newly industrialized economies should play a
greater role in the global adjustment process. In addition, while Committee
members acknowledged efforts made by a number of developing countries,
they urged those developing countries that need to initiate or continue adjust-
ment to intensify efforts to achieve and maintain domestic economic stability;
to mobilize additional domestic savings for investment; to improve the efficiency
of resource use; and to pursue outward-oriented growth strategies. Committee
members stressed the importance of ensuring that appropriate flows of financing
from private creditors, industrial countries, and multilateral financial institutions
are available. The Committee took note of the adverse impact which increases
in real interest rates have on the economies of heavily indebted countries.

3. In reviewing the external environment, Committee members expressed
concern over recent trends toward the intensification of trade restrictions and
export subsidies. They remarked that such measures create uncertainties,
interfere with efficient resource allocation, reduce living standards, hamper
efficient adjustment, hinder the resolution of the debt situation, and ultimately
worsen employment prospects internationally. They also invite retaliation. The
Committee noted that macroeconomic imbalances have both aggravated de-
mands for protection and complicated the removal of the structural rigidities
that often are at the root of protectionist pressures. The Committee emphasized
that macroeconomic imbalances should not and cannot effectively be tackled
through trade restrictions; instead, it stressed that the correction of the factors
responsible for these imbalances would promote a climate conducive to the
strengthening of an open multilateral trade system and to an improvement in
the general level of welfare. The Fund should, in its own operations, continue
to do its utmost to support the GATT. The Committee reiterated the importance
of early results in the ongoing Uruguay Round in order to make decisive
progress in trade liberalization, including services and agricultural products.

4. The Committee welcomed the more extended use of indicators in the
context of surveillance and the recent world economic outlook exercise. Com-
mittee members generally found the medium-term focus of the analysis and
the use of alternative medium-term scenarios, involving key indicators, to be
helpful in highlighting the international interaction of economic policies and
developments. They encouraged the Executive Board to pursue its work in this
area, in the context of both the world economic outlook exercise and Arti-
cle IV consultations, and to continue exploring the development of criteria that
would be helpful in judging the sustainability and desirability of the evolution
of a limited set of key economic variables. The Committee noted the importance
of stable exchange market conditions and welcomed the progress made since
the Louvre Accord.

5. Committee members, taking stock of the uneven adjustment experience
of many indebted countries and the uncertainties in the current international
economic environment, agreed that a satisfactory resolution of the debt problem
is likely to take longer than was expected earlier despite the significant progress
that has been made in a number of areas.
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Members emphasized the importance of continuing the case-by-case approach
to debt problems, and noted that this is the only way in which adjustment
programs and financing flows can be tailored to individual country circumstances.
While noting the support that would be provided by an improved international
economic and trade environment, they stressed the overriding need for heavily
indebted countries to pursue policies aimed at restoring macroeconomic balance
and domestic confidence and enhancing growth prospects so as to strengthen
creditworthiness, induce a reflow of private capital, and ease a return to normal
debtor-creditor relations. They also remarked that unilateral initiatives carry
heavy risks for all parties.

Members reaffirmed the central role that the Fund had to continue to play
in helping indebted countries develop appropriate growth-oriented adjustment
strategies and in mobilizing finance. The need for continued close cooperation
between the Fund and the Bank, especially in their structural adjustment
lending, was also stressed. The increase in lending from multilateral development
banks was seen as an encouraging development, as was the more open stance
of export credit agencies for countries implementing sound economic policies.

Members welcomed the greater diversification in recently negotiated financing
arrangements between creditors and debtors. The form and terms of such
financing in turn need to reflect the economic situation and prospects of
individual countries, with a view to supporting both normalization of their
payments position and a return to more satisfactory rates of economic growth.
The Committee considered that a further broadening of the range of mutually
agreed market-oriented options can be of benefit in securing timely agreement
on financing packages and rebuilding debtor-creditor relations. Of particular
note was the introduction of various forms of new financial instruments and
securities and of formulas that do not add further to the stock of debt. The
Committee, however, expressed renewed concern about the apparent slowness
in the recognition of strengthened creditworthiness following upon implemen-
tation of sound adjustment policies in certain heavily indebted countries—
particularly some of the smaller middle-income countries. It stressed that delays
in the provision of adequate commercial bank financing could jeopardize the
timely implementation of these policies.

In view of the critical situation facing many low-income countries, the
Committee noted the growing international recognition that exceptional assis-
tance was needed and, in this context, it noted with satisfaction the longer grace
and repayment periods extended in recent Paris Club reschedulings to some of
these countries that are undertaking adjustment efforts. It also noted that the
possibility of applying lower interest rates to existing official debts for the
poorest countries was under consideration. It welcomed the conversion of official
debt into grants, and measures with similar effects, by certain creditor countries
for the poorest countries, and encouraged other official creditors to follow that
example. It also encouraged private creditors to continue their efforts to find
realistic responses to the debt-servicing difficulties and efforts at adjustment of
these countries. The Committee also noted with satisfaction the increased
emphasis on support for policy reforms by bilateral and multilateral donors.

6. The Committee noted that the Fund's structural adjustment facility (SAF),
and the policy framework papers developed jointly with the World Bank in
conjunction with the SAF, have assisted the process of designing and monitoring
implementation of growth-oriented programs in low-income countries. Members
reiterated their view that sustainable growth in these countries can be attained
only through comprehensive programs of macroeconomic and structural reform,
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and that such programs can be implemented successfully only if accompanied
by adequate financing and improving world economic conditions.

The Committee recalled that it had expressed the hope at its last meeting
that arrangements under the SAF would attract additional financial support. In
this context, the Committee strongly endorsed the initiative of the Managing
Director for a substantial increase in the resources available for lending in
association with programs supported by the SAF, noting the complementarity
between this initiative and those already taken or under consideration elsewhere
in the international community, particularly in the World Bank group. The
Committee welcomed the progress achieved thus far in exploring arrangements
suitable to mobilize resources on the scale envisaged, consistent with the monetary
character of the Fund. The Committee asked the Managing Director and the
Executive Board to proceed as quickly as possible with further consultations with
potential contributors, in order to conclude these discussions within this year.

7. The Committee noted that the Committee of the Whole on the Ninth
General Review of Quotas has begun its work by considering preliminary quota
calculations and reviewing issues bearing on the size of the Fund. The Committee
urged Executive Directors to pursue their work on the Ninth General Review of
Quotas so as to be in a position to make appropriate recommendations in due course.

8. The Committee discussed the Fund's policy on enlarged access and the
limits on access to the Fund's resources in 1988. It reaffirmed the temporary
character of the enlarged access policy and noted that this policy and the limits
on access under it are to be reviewed before the end of 1987.

Noting the difficult external conditions facing many member countries in
1987 and the prospect of continuing sizable payments imbalances in 1988, the
Committee agreed to continue the enlarged access policy and to retain the
present access limits under that policy in 1988. It also noted that the Executive
Board has concluded, in a recent review, that the Fund's liquidity position
remains satisfactory and is not an obstacle to the maintenance of these limits.

In connection with its review of access limits under the Fund's special facilities,
the Committee noted that the Executive Board is continuing its review of the
compensatory financing facility; it encouraged the Executive Board to complete
this review before the next meeting of the Committee and agreed that, for the
time being, the limits on access under special facilities should be maintained.

The Committee requested the Executive Board to complete, before the end
of this year, the necessary action in order to implement the agreement reached
in the Committee.

9. The Committee heard a report from the Managing Director on the
question of a resumption of SDR allocations. Most Committee members reiter-
ated the view that there is a long-term global need to supplement existing
reserve assets and that many countries have a need for reserve supplementation.
They stressed the costs to members and the risks to the efficient functioning of
the international monetary system of building reserve holdings through bor-
rowing on international credit markets or through current account surpluses.
Some other members of the Committee, however, continued to believe that the
condition for an SDR allocation, i.e., the existence of a long-term global need,
had not been demonstrated. The Committee asked the Executive Board to
continue its examination of the question of allocation of SDRs and welcomed
the Board's intention to continue its examination of the functioning of the SDR
with a view to enhancing its attractiveness as a reserve asset.

10. The Committee welcomed the decision by the Executive Board to carry
out a comprehensive examination of adjustment programs and of supporting
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Fund arrangements in the context of growth-oriented strategies. Such an
examination will also provide an opportunity to consider whether the Fund's
policies regarding conditionality need to be re-examined in light of changes in
the conditions facing member countries since the last comprehensive review in
1978—79, and in light of the increased emphasis being placed on growth-oriented
adjustment. An essential aspect of this examination will be to assess the role of
the Fund in meeting member countries' balance of payments needs, both from
its own resources and through the mobilization of other sources of finance. It
was stressed in this connection that the cooperative nature of the Fund and the
need to preserve the revolving character of its resources require that members
continue to give the highest priority to fulfilling their financial and other
obligations to the institution.

The Committee welcomed the recent report of the Group of Twenty-Four
on the role of the Fund in adjustment with growth, which complements earlier
reports by both the Group of Ten and the Group of Twenty-Four. It noted
that the Executive Board has begun its examination of the analyses and
recommendations contained in the reports and requested it to report on the
status of its work for the consideration of the Committee at its next meeting.

11. The Committee agreed to hold its next meeting in Washington, D.C., on
April 14, 1988.

Annex: Interim Committee Attendance, September 27—28, 1987

Chairman
H.O. Ruding, Minister of Finance, Netherlands

Managing Director
Michel Camdessus

Members or Alternates
Mohammad Abalkhail, Minister of Finance and National Economy, Saudi Arabia
Abdul Malik Al Hamar, Governor, United Arab Emirates Central Bank
Giuliano Amato, Deputy Prime Minister and Minister of the Treasury, Italy
Hernari Anzola, President, Banco Central de Venezuela
James A. Baker III, Secretary of the Treasury, United States
Edouard Balladur, Minister of Economy, Finance, and Privatization, France
John G. Bestman, Minister of Finance, Liberia
Luiz Carlos Bresser Pereira, Minister of Finance, Brazil
QIU Qing, Deputy Governor, People's Bank of China (Alternate for CHEN Muhua,

State Councillor and Governor of the People's Bank of China)
Mark Eyskens, Minister of Finance, Belgium
Kjell-Olof Feldt, Minister of Finance, Sweden
B.W. Fraser, Secretary to the Treasury, Department of the Treasury, Australia

(Alternate for Paul J. Keating, Treasurer, Australia)
Nigel Lawson, Chancellor of the Exchequer, United Kingdom
Kiichi Miyazawa, Minister of Finance, Japan
Bader-Eddine Nouioua, Governor, Banque Centrale d'Algerie
PAY PAY wa Syakassighe, Governor, Banque du Zai're
Arifin M. Siregar, Governor, Bank Indonesia (Alternate for Radius Prawiro, Minister

of Finance, Indonesia)
W.F. Duisenberg, President, De Nederlandsche Bank, N.V. (Alternate for H.O. Ruding,

Minister of Finance, Netherlands)
Juan Vital Sourrouille, Minister of Economy, Argentina
Gerhard Stoltenberg, Federal Minister of Finance, Federal Republic of Germany
Narayan Datt Tiwari, Minister of Finance, India
Michael H. Wilson, Minister of Finance, Canada
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Observers
B.T.G. Chidzero, Chairman, Development Committee
Barber B. Conable, President, World Bank
Kenneth K.S. Dadzie, Secretary-General, UNCTAD
Arthur Dunkel, Director-General, GATT
Alexandre Lamfalussy, General Manager, BIS
Pierre Languetin, Chairman of the Governing Board, Swiss National Bank
Abel Matutes, Commissioner for Credit, Investments, and Financial Instruments, CEC
Goran Ohlin, Assistant Secretary-General, Office for Development Research and Policy

Analysis, Department of International Economic and Social Affairs, UN
Jean-Claude Paye, Secretary-General, OECD

Thirtieth Meeting, Washington, April 14-15, 1988

1. The Interim Committee of the Board of Governors of the International
Monetary Fund held its thirtieth meeting in Washington, B.C., on April 14-15,
1988, under the chairmanship of Mr. H. Onno Ruding, Minister of Finance of
the Netherlands. Mr. Michel Camdessus, Managing Director of the International
Monetary Fund, participated in the meeting, which was also attended by observers
from a number of international and regional organizations and from Switzerland.

2. In discussing international economic developments and prospects, the
Committee noted that economic activity appeared to have been relatively well
sustained in industrial countries in spite of the decline in stock markets in
October. The prospects were for a continuation of steady, moderate economic
growth. Also, inflation remained low, and progress was being made in reducing
payments imbalances. It was noted that in 1987, compared with 1986, the ratio
of debt to exports had declined in a number of developing countries, and export
earnings had recovered in response to the strengthening of commodity prices
and improved competitiveness.

These developments notwithstanding, the Committee observed that important
challenges still lay ahead. In the industrial countries, payments imbalances
continued to be large, and unemployment, especially in Europe, remained high.
In the developing world, progress in restoring the momentum of investment
and output growth had been inadequate, and the burden of external indebt-
edness remained a major source of concern. Committee members emphasized
the need for resolute and cooperative policies if these challenges were to be
met satisfactorily and if the downside risks in the economic outlook were to be
minimized.

In dealing with external payments imbalances among industrial countries,
Committee members emphasized the importance of policies that would facilitate
the needed changes in underlying rates of demand growth. The United States
should continue to strengthen the fiscal position and improve conditions for
private sector savings. In Europe and Japan, the need for structural policies—
including a marked reduction of subsidies and the lessening of rigidities in
internal markets—was emphasized as a complement to sound macroeconomic
policies. More generally, well-designed structural policies could play an important
role in facilitating the working of the adjustment process. It was also noted that
certain newly industrializing economies in Asia had experienced remarkable
economic growth and were now running large surpluses. They should make an
important contribution to the reduction of global imbalances through an
appropriate combination of changes in demand and exchange rate policies and
trade liberalization.
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In addressing the issue of how to strengthen growth and creditworthiness in
indebted countries, Committee members stressed the importance of persevering
with growth-oriented adjustment efforts. Indebted countries should ensure that
appropriate policies were in place to strengthen the quality and quantity of
domestic investment, discourage capital flight, and maintain external competi-
tiveness. In this endeavor, macroeconomic and structural policies would need
to go hand in hand. In many countries, greater efforts were still required to
reduce public sector deficits and move toward more realistic interest rates. In
addition, reforms in areas such as relative prices, public sector investment, and
education and training would often be needed to enhance the efficiency of
resource use. Strong and sustained domestic policies were necessary to attract
external financial support, and both should work in a mutually supporting
manner.

3. Committee members stressed the importance of policy coordination in
strengthening economic performance. In this context, they welcomed the
progress that had been made, within the framework of the Fund's responsibilities
for surveillance over members' economic policies, in developing the use of
economic indicators in a medium-term context. The Committee encouraged the
Executive Board to continue developing its use of indicators, and to keep the
working of the international monetary system under continuous review. They
stressed the importance of improvements in the functioning of the system to
facilitate the smooth working of the adjustment process and reinforce prospects
for stability in the financial and exchange markets, which are being fostered
through more active multilateral policy coordination.

4. Committee members welcomed the progress made to date in the Uruguay
Round of multilateral trade negotiations and stressed the need to maintain
momentum, leading to the midterm review next December, in working toward
a more open multilateral trading system. They emphasized the importance of
honoring standstill and rollback commitments. They stressed again that protec-
tionist measures would be self-defeating and unlikely to reduce external
imbalances significantly while involving a major risk of a generalized slowdown
in growth. The Fund, in cooperation with the GATT, should continue to
promote the abatement of trade tensions.

5. Committee members remarked that there had been some positive devel-
opments in the debt situation but they emphasized that strong cooperative
efforts remained essential. Members emphasized the importance of continuing
the case-by-case approach to debt problems, and noted that this was the only
way in which adjustment programs and financing flows could be tailored to
individual country circumstances. It was important to maintain open and growing
markets for debtor countries' exports and adequate and timely financial support
from creditors to facilitate the pursuit of growth-oriented adjustment policies
in debtor countries.

In its discussion of the debt strategy for the heavily indebted middle-income
countries, the Committee recognized that, in order to marshal continued support
for their adjustment efforts, debtor countries must be able to demonstrate that
their policies yield positive results. The Committee also noted the deleterious
effect that delays in obtaining adequate financing have on those efforts and on
the creditworthiness of debtor countries, particularly the smaller middle-income
countries. The Committee considered that the Fund should continue to support
market-based approaches voluntarily agreed between debtors and creditors that
would help restore normal access to external financing within a reasonable time
frame. Medium-term Fund-supported programs, where appropriate, could
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facilitate greater steadiness in policy implementation, reducing the need for
recurrent debt renegotiations and increasing the ability to service debt.

The Committee welcomed the recent developments of the "menu approach,"
as a demonstration of the flexibility of the present strategy. In this context, the
emergence of financing techniques that helped meet the concerns both of banks
to limit their exposure to the heavily indebted countries and of debtors over
excessive increases in their stock of debt was indeed appropriate. These
techniques encompassed approaches such as debt-equity conversion and other
forms of debt exchange—as had been recently implemented by Mexico and
Bolivia—that could work to reduce the existing stock of debt and enhance
prospects of repayments. It remained true that such techniques could, in general,
only produce their effects over a period of time and, during this period, steady
adjustment efforts needed to be supported by the appropriate provision of
additional finance. Committee members nonetheless were in agreement that
these were steps in the right direction, deserving appropriate support by
authorities.

The Committee considered that, where countries undertook strong adjust-
ments efforts in the context of a medium-term program, official creditors for
their part might consider adapting their policies to it.

The Committee stressed the need for further efforts to overcome deep-seated
obstacles to sustained growth in many low-income countries. It welcomed the
decision taken by the Executive Board to establish the enhanced structural
adjustment facility (ESAF), noting that the recent conclusion of agreements with
a number of contributor countries would soon permit the ESAF to become
operational. The Committee urged other countries that could do so to commit
themselves to contribute to the ESAF as soon as possible. The Committee
welcomed the success of a number of other recent initiatives to increase the
resources available to low-income countries, including the World Bank's Special
Program of Assistance for debt-distressed sub-Saharan African countries, the
replenishment of the African Development Fund, and the longer time frame
for rescheduling by official creditors. The Committee emphasized that it was
essential that low-income countries formulate effective programs of structural
reform and macroeconomic adjustment that could be supported with these
enlarged resources. As the burden of the outstanding debt would continue to
weigh heavily on some of these countries, the Committee noted the continuing
need to ensure that strong programs were backed by adequate and timely
concessional assistance. A number of countries also observed that the possibilities
of applying lower interest rates to existing official debt for the poorest countries
should be kept under close consideration.

The Committee reiterated that the Fund must continue to play a central role
in the debt strategy through its assistance to members in the design of efficient
adjustment programs; through the financial support it provides under its various
facilities and by catalyzing financial flows from other sources; and through
fostering an improved international economic environment. In this connection,
the ongoing adaptation of the Fund's facilities and instruments, notably the
changes being proposed to the extended Fund facility, the review of the
compensatory financing facility, and the development of external contingency
mechanisms, was seen by the Committee as timely. The Fund, however, together
with the World Bank, could not be expected to take on the financing role that
should fall to private and other official creditors. The participation of the other
partners to the strategy remained essential to the resolution of the debt situation.

6. The Committee welcomed the continued efforts by the Executive Board
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to strengthen program design and implementation under Fund facilities. The
Committee attached importance in this respect to the discussion in the Board
on how to increase the effectiveness of the extended Fund facility, for use on
a case-by-case basis, in supporting comprehensive medium-term programs of
macroeconomic adjustment and structural reforms and in catalyzing other
sources of finance. The Committee agreed that, with strong adjustment pro-
grams, more Fund resources should, where appropriate, be made available by
increasing actual access within current limits and that, in exceptional circum-
stances, access might extend beyond those limits. The Committee observed that,
in present circumstances, forceful initial policy actions would often be needed.
It also saw merit in allowing initial three-year extended arrangements to be
lengthened to four years where this would facilitate sustained policy implemen-
tation in a medium-term framework, and it supported changes in the modalities
of the extended Fund facility that would tend to reduce the average rate of
charge and lengthen the maturity of purchases.

While noting that stand-by arrangements remained the normal instrument
of Fund financial assistance, the Committee requested the Executive Board to
complete promptly its reconsideration of the extended Fund facility and to take
the necessary decisions on the agreed modifications.

7. The Committee welcomed the report from the Managing Director on the
review of the compensatory financing facility and on the recent examination by
the Executive Board of how best to incorporate into Fund programs external
contingency mechanisms that could help maintain the momentum of adjustment
in the face of adverse external shocks. The Committee agreed that the essential
features of the compensatory financing facility should be preserved and that
Fund assistance for export shortfalls and external contingencies should be
combined into a single facility, with an overall access limit of 105 percent of
quota. Within that overall access, a limit of 40 percent of quota would apply
both to the compensatory element and to the contingency element, and an
optional tranche of 25 percent of quota would be available to supplement either
element at the choice of the member. Use of the contingency element would be
attached to a Fund-supported adjustment program. The Committee asked for
an expeditious completion by the Executive Board of the review of the
compensatory financing facility and the development of the operational mo-
dalities of the new combined compensatory and contingency financing facility,
and to keep the functioning of this new facility under review.

8. The Committee noted that, in response to its request at the September
1987 meeting, the Executive Board had recently been carrying out a compre-
hensive examination of conditionality. This examination had included in-depth
discussion of issues in the design of growth-oriented programs and in the
monitoring of structural adjustment, as well as of technical issues in program
monitoring. The Committee reaffirmed its view that use of Fund resources
must be linked closely to progress in the implementation of policies geared to
the restoration of balance of payments viability and sustainable economic growth.
The Committee also noted that the structural aspects of Fund-supported
adjustment programs called for continued close collaboration between the Fund
and the World Bank, each taking the lead in the areas of its respective
competence.

In its discussion of conditionality, the Committee reaffirmed the cooperative
nature of the Fund and stressed the importance of preserving the revolving
character of its resources. Members should continue to give the highest priority
to fulfilling their financial and other obligations to the institution. Failure to
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honor these obligations had adverse effects on overdue members' financial
standing and imposed an undue burden on other members. The Committee
requested the Executive Board to review the question of the overdue financial
obligations and to submit a report at the next meeting of the Committee on
measures to reduce and eventually eliminate arrears.

9. The Committee heard a report from the Managing Director on the status
of work on issues raised in the Group of Ten and Group of Twenty-Four
reports. It noted the progress that had been made in addressing a number of
issues raised in these reports, including the debt strategy, program design,
conditionality, the enhancement of the structural adjustment facility, and other
policies on the use of Fund resources. The Committee asked the Board to
continue giving its active consideration to the issues raised in these reports.

10. The Committee noted that the Executive Board's Committee of the Whole
on the Ninth General Review of Quotas had discussed the principal policy issues
related to the adjustment of quotas. The Committee noted that it had not been
possible for the Executive Board to complete its work in time for it to make
recommendations to the Board of Governors by March 31, 1988, the end of
the five-year period since the completion of the previous quota review. The
Committee noted that the Governors were in the process of voting on a
resolution to continue the Ninth Review and requesting the Executive Board
to submit appropriate proposals not later than April 30, 1989. In this regard,
the Committee asked the Executive Board to report to it at its next meeting.

11. The Committee noted that the Executive Board had continued its
examination of the question of a resumption of SDR allocations. At this stage,
the broad support needed under the Articles of Agreement to enable the
Managing Director to propose a resumption of SDR allocations during the
remainder of the fifth basic period from 1988-91 has not emerged. The
Committee requested the Executive Board to continue to monitor developments
in international liquidity and to consider the question of SDR allocations and
of increasing the usefulness of the SDR to all members.

12. The Committee agreed to hold its next meeting in Berlin (West) on
September 25, 1988.

Annex: Interim Committee Attendance, April 14-15, 1988

Chairman
H.O. Ruding, Minister of Finance, Netherlands

Managing Director
Michel Camdessus

Members or Alternates
Mohammad Abalkhail, Minister of Finance and National Economy, Saudi Arabia
Hikmat Omar Al-Hadithi, Minister of Finance, Iraq
Giuliano Amato, Deputy Prime Minister and Minister of the Treasury, Italy
James A. Baker III, Secretary of the Treasury, United States
Jean-Claude Trichet, Undersecretary and Director of the Treasury, Ministry of

Economy, Finance, and Privatization, France (Alternate for Edouard Balladur, Minister
of Economy, Finance, and Privatization, France)

QIU Qing, Deputy Governor, People's Bank of China (Alternate tor CHEN Muhua,
State Councillor and Governor of the People's Bank of China)

DAIM Zainuddin, Minister of Finance, Malaysia
Knud Enggaard, Minister of Economic Affairs, Denmark
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Jean Godeaux, Governor, Banque Nationale de Belgique (April 14 p.m. and April 15)
and Ferdinand Lacina, Federal Minister of Finance, Austria (April 14 a.m.) (Alternates
for Mark Eyskens, Minister of Finance, Belgium)

David Farhat, Minister of Finance, Liberia
Peter Morris, Minister Assisting the Treasurer, Australia (Alternate for Paul J. Keating,

Treasurer, Australia)
Nigel Lawson, Chancellor of the Exchequer, United Kingdom
Kiichi Miyazawa, Vice Prime Minister and Minister of Finance, Japan
Mailson Ferreira da Nobrega, Minister of Finance, Brazil
Bader-Eddine Nouioua, Governor, Banque Centrale d'Algerie
PAY PAY wa Syakassighe, Governor, Banque du Zaire
W.F. Duisenberg, President, De Nederlandsche Bank, N.V. (Alternate for H.O. Ruding,

Minister of Finance, Netherlands)
Carlos Solchaga, Minister of Economy and Finance, Spain
Juan Vital Sourrouille, Minister of Economy, Argentina
Gerhard Stoltenberg, Federal Minister of Finance, Germany
Narayan Datt Tiwari, Minister of Finance, India
Michael H. Wilson, Minister of Finance, Canada

Observers
Horst Bockelmann, Economic Advisor and Head of the Monetary and Economic

Department, BIS
B.T.G. Chidzero, Chairman, Development Committee
Barber B. Conable, President, World Bank
Kenneth K.S. Dadzie, Secretary-General, UNCTAD
Akinbolaji Iwayemi, Petroleum Industry Financial Analyst, Economics and Finance

Department, OPEC
Pierre Languetin, Chairman of the Governing Board, Swiss National Bank
M.G. Mathur, Deputy Director-General, GATT
Alain Morisset, First Secretary, Economic and Financial Affairs, Delegation in Wash-

ington, CEC
Goran Ohlin, Assistant Secretary-General, Office for Development Research and Policy

Analysis, Department of International Economic and Social Affairs, UN
Jean-Claude Paye, Secretary-General, OECD
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Joint Ministerial Committee of the Boards of
Governors of the Bank and the Fund on the Transfer

of Real Resources to Developing Countries
(Development Committee)

PRESS COMMUNIQUES

Thirty-Second Meeting, Washington, September 28, 1987

1. The Development Committee met in Washington, D.C., on September 28,
1987, under the chairmanship of the Hon. B.T.G. Chidzero, Minister of Finance,
Economic Planning and Development of Zimbabwe.1

2. The main focus of the Committee's attention was on the following three
issues:

• Proposals for action for low-income countries facing exceptional difficulties,
especially the seriously indebted countries in sub-Saharan Africa;

• Growth-oriented programs in the heavily indebted middle-income countries;
• The World Bank's role and its resource requirements.

3. The Committee's discussions centered on ways and means to revitalize
growth in the developing countries. While the Committee recognized that
progress had been achieved, it emphasized the need for strengthened adjustment
efforts in many developing countries. The Committee recognized that, in general,
the growth prospects for the developing countries continue to be adversely
affected by persistent weakness in commodity prices, modest growth of the
industrial countries, increasing protectionist pressures, high debt-service bur-
dens, as well as inadequate external financial flows. It also noted the adverse
impact of increases in real interest rates on the economies of the developing
countries, particularly the heavily indebted countries. The Committee stressed
the importance of raising the level of global economic activity by an improvement
in the policies of industrial countries. It urged countries to liberalize their
trading systems, especially to improve market access for developing countries.
In this regard, developed countries were encouraged to pay particular attention
to the impact of their industrial and agricultural policies on the developing
countries.

4. Members expressed great concern about the exceptional difficulties con-
fronting many low-income countries, especially the seriously indebted in sub-
Saharan Africa, and agreed that there was an urgent need for action. The
Committee, therefore, supported the recent proposals by the Bank and the
Fund that are geared to the resumption of growth in these countries through
more adequate financing and continued adjustment. Members appreciated that
these proposals provided donors and creditors with a variety of measures which
they could adopt to assist the low-income countries. The Fund and the Bank
were urged to strengthen their joint efforts in assisting the low-income countries.
It was also noted that further improvements in aid coordination arrangements
would help strengthen the development efforts of these countries.

1 Mr. Barber B. Conable, President of the World Bank, Mr. Michel Camdessus, Managing Director of
the International Monetary Fund, Mr. Fritz Fischer, Executive Secretary of the Development Committee,
and Mr. Svetozar Rikanovic, Chairman of the Group of Twenty-Four, participated in the meeting.
Observers from a number of international and regional organizations and Switzerland also attended.
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5. The Committee strongly supported the proposal by the World Bank for
an increase in IDA disbursements to these countries and hoped that the
negotiated IDA-8 replenishment will be made effective soon, so that the resources
urgently needed by IDA for this purpose could also be made available expedi-
tiously. It encouraged donors to increase the flow of concessional resources in
cofinancing operations with the Bank.

6. Members also strongly endorsed the initiative of the Managing Director
of the Fund for a substantial increase in the resources of the structural adjustment
facility (SAF) to support growth-oriented programs. Some countries have already
pledged specific contributions to the enhancement. The Committee emphasized
that enhancement of SAF resources should be based on genuine additionality
in availability of concessional resources to low-income countries. It called on the
international community—developed and developing countries—to proceed as
quickly as possible with discussions to bring an enhanced SAF into operation.
These discussions should be concluded within this year.

7. Members held that the financing needs of low-income countries should
largely be met through assistance on appropriately concessional terms. It was
noted that a number of donor countries had converted their official development
assistance loans to these countries into grants. Developed donor countries who
have not already done so were urged to do so, or if not possible, to take
equivalent action tending to this direction. The Committee welcomed the recent
decision of the Paris Club to provide longer grace periods and maturities for
heavily indebted, very low-income countries. The Committee aso considered
proposals for debt relief by reducing interest rates for these countries, provided
they were pursuing appropriate adjustment policies. It was noted that for some
of these countries continued reliance on rescheduling at commercial interest
rates did not provide a realistic solution to the difficulties facing them. They
urged donors to find ways to increase the concessional element of their support
in order to strengthen the efforts of this group of countries.

8. After a review of growth-oriented programs in the heavily indebted middle-
income countries the Committee noted that progress had been achieved by
some countries but concluded that there was a need to keep the debt strategy
under review so as to enhance prospects for growth and development. Members
emphasized the crucial importance of effective adjustment efforts of these
countries and recognized that these efforts could be significantly assisted by the
correction of imbalances by major industrial countries in order to attain an
improved external environment. The Committee underlined the need for
increased capital flows on terms adapted to the payments situation and the
specific economic circumstances of individual countries.

9. The Committee emphasized that the Bank and the Fund had a strong
leadership role to play in expanding flows of finance, as well as in mobilizing
additional resources and providing policy advice. Noting the reduced lending
by the commercial banks, the Committee encouraged the Bank and the Fund
to assist in promoting a "menu" approach, including help in diversifying financial
instruments attractive for creditors and bank financing. The Committee wished
to see increased private direct investment to the indebted countries so as to
improve the availability of non-debt-creating resources for development. The
International Finance Corporation (IFC) should play an increasing role in this
connection, including an intermediary role of debt-equity swaps. This could be
further reinforced with the early establishment of the Multilateral Investment
Guarantee Agency (MIGA).

10. The Committee noted discussions in the Bank's Board of Executive
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Directors on the modalities for a general capital increase (GCI). Based on the
Bank's expanding financial role in helping to meet the needs of the developing
countries, the Committee gave full support for a substantial increase in the
Bank's capital base, sufficient to support a growing lending program for an
appropriately long period of time. The Committee agreed that a general capital
increase is urgently needed, and it called on the Executive Directors of the
Bank to complete their deliberations on such an increase expeditiously so that
the provision of increased capital subscriptions to the Bank could start as soon
as possible. In supporting a general capital increase, the Committee emphasized
that this should not be regarded as a substitute for expanded flows of resources
from private sources. The Committee requested a report by the Bank on this
matter for its spring 1988 meeting.

11. The Committee again benefited from a presentation by the GATT
Director-General on current international trade issues, in particular on the
status of negotiations in the Uruguay Round. While welcoming the progress
thus far in these negotiations, members stressed the importance of ensuring
effective observance of the standstill and rollback commitments. The Committee
also stressed the importance of trade liberalization in a global strategy on debt
and development. The Committee emphasized the role of the Uruguay Round
in furthering trade liberalization and removing distortions to trade in both
agricultural and industrial products.

12. The Committee, recalling its earlier request for a report on the adequacy
of resource transfers to all developing countries, agreed to consider this critical
subject at its next meeting. It had a report from the World Bank's President on
the Bank's environmental program and agreed to continue further discussion
on the subject in April 1988. The Bank was asked to prepare a paper for this
discussion taking into account elements in the Brundtland Commission's Report
of relevance to the Committee. In the meantime, it called upon the Bank to
take forward the initiatives agreed upon at the April 1987 meeting. The
Committee reiterated its request for an in-depth study by the Bank and the
Fund on the impact of industrial policies of the developed countries on the
developing countries for consideration by this Committee as soon as possible.
Other important matters discussed included options for dealing with the
commodity problems and the poverty impact of adjustment and development
programs. The Committee requested the Chairman to develop a work program
to deal with these other subjects in future meetings of the Committee taking
into account the views of members.

13. The Committee appointed Mr. Yves Fortin (Canada) to succeed the
present Executive Secretary, Mr. Fritz Fischer (Federal Republic of Germany)
with effect from November 16, 1987. Members placed on record their deep
appreciation for the invaluable service which Mr. Fischer had rendered to the
Committee and wished him well in the future.

14. The Committee agreed to meet again in Washington, D.C., on April 15,
1988.
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Thirty-Third Meeting, Washington, April 15, 1988

1. The Development Committee met in Washington, D.C., on April 15, 1988,
under the chairmanship of the Hon. B.T.G. Chidzero, Senior Minister of
Finance, Economic Planning and Development of Zimbabwe.1

2. Members discussed two broad issues:

• The adequacy of resource transfers to all developing countries, including
the problems of the indebted countries;

• Environment and development, in particular the role of the World Bank.

3. Members welcomed positive developments since the Committee's last
meeting, notably:

• The full effectiveness of IDA-8;
• The establishment of the IMF's enhanced structural adjustment facility

(ESAF);
• The successful launching of the Special Program of Assistance by the World

Bank for highly indebted low-income African countries;
• The agreement by the Bank's Executive Board for a $74.8 billion increase

in the capital of the World Bank and its early approval by many Governors;
• The coming into force of the convention establishing the Multilateral

Investment Guarantee Agency (MIGA);
• The progress achieved by many developing countries in their adjustment

efforts.

4. In spite of these encouraging developments, members agreed that an
enlarged volume of financial flows to the developing countries was required to
meet the needs for economic growth, poverty alleviation, environmental con-
servation, structural adjustment, and the resolution of debt difficulties. There
was also need for a more supportive world economic environment. They also
agreed that the flow of resources, which for some countries has been negative,
could be enhanced by policies and actions by both developed and developing
countries. Improved aid coordination, further strengthening of the international
financial institutions, improved prospects for commodity export earnings, and
reduction of protectionist measures would contribute toward increased resource
flows. Members urged early progress toward trade liberalization in the Uruguay
Round and stressed the importance of the midterm ministerial meeting. The
Committee agreed that appropriate economic policies in the developing coun-
tries, including increased efforts to mobilize domestic resources, were essential.
The IFC was encouraged to continue to expand its role in providing support
and promoting private investment in the developing countries.

5. The Committee called on those Governors who had not already done so
to approve the resolution for a general capital increase for the World Bank as
quickly as possible, and for all governments to proceed expeditiously to subscribe
the necessary capital. The importance of the ongoing review by the Board of
the Bank of the valuation of the Bank's capital and the issue of the voting power
of small member countries was underlined.

1 Mr. Barber B. Conable, President of the World Bank, Mr. Michel Camdessus, Managing Director of
the International Monetary Fund, Mr. Yves Fortin, Executive Secretary of the Development Committee,
and Mr. Mailson Ferreira da Nobrega, Chairman of the Group of Twenty-Four, participated in the
meeting. Observers from Switzerland and a number of international and regional organizations also
attended.
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6. The Committee also invited countries which had not so far made a
contribution to the Fund's ESAF to do so. Members urged eligible countries to
continue to pursue or to adopt strong economic adjustment programs that
could be supported by ESAF.

7. The Committee recognized that additional efforts were required to ease
the burdens and support the adjustment efforts of many debt-distressed low-
income countries and urged creditors and debtors to consider measures to this
end, including, where possible, interest rate reduction in official reschedulings
or alternative measures having a similar impact. It took note of the recommen-
dations in the recent report by the UN Secretary-General's advisory group on
financial flows to Africa. In addressing the special problems of low-income
Africa, donors were urged to take as soon as possible the actions needed to
translate their pledges of adjustment cofinancing under the Bank's Special
Program of Assistance into firm commitments and disbursements to ensure as
far as possible additionality in the flow of resources to countries which are, or
will become, eligible. The Committee welcomed the recent increase in the
resources of the African Development Bank and Fund.

8. The Committee discussed the problem of debt in the heavily indebted
middle-income countries in the context of the transfer of resources and the
need for achieving sustained growth through adjustment programs. The
Committee reaffirmed its support for a case-by-case market-oriented strategy.
While strong economic programs were essential, resource constraints remained
a major problem. The Committee noted some encouraging developments since
the last meeting in the evolution of the menu approach, including the emergence
of new financing options and voluntary market-based techniques which reduce
the stock of debt. The Bank and the Fund, working closely together, were
encouraged to continue their efforts in facilitating developments in the menu
approach on a case-by-case basis and thereby catalyzing financial support for a
growth-oriented debt strategy. The Committee agreed to keep the debt strategy
under review so as to enhance the prospects for growth and development.

9. The Committee recognized that greater flows and an improved quality of
concessional resources were needed by low-income countries, including those
not seriously indebted, to tackle the problems of poverty alleviation, sustained
growth, and development and to assist adjustment efforts where needed. It was
also recognized that a number of lower middle-income countries not referred
to above have serious economic difficulties, including heavy indebtedness, which
deserve attention by the international community.

10. Members exchanged views on the important issues raised in the Brundt-
land Report and welcomed the progress made by the World Bank in its
environmental program. Growth, development, and environmental conservation
must be seen as interrelated concepts and operational objectives. It was generally
agreed that many environmental problems transcended national boundaries
and therefore required action by developed and developing countries alike.
The Committee particularly noted the close link between environmental deg-
radation and poverty and recognized that substantial resources were needed to
assist countries in dealing with these interrelated problems. The Bank was
encouraged to provide further suggestions at a future meeting on how best to
address poverty and environmental issues, especially in low-income countries.
A progress report on the implementation of the Bank's environmental program
was requested for the next meeting.

11. The Committee agreed to meet again in Berlin (West) on September 26,
1988.
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Executive Directors and Voting Power
on April 30, 1988

Director
Alternate

APPOINTED

Charles H. Dallara
Vacant

Frank Cassell
Charles Enoch

Guenter Grosche
Bernd Coos

Helene Ploix
Dominique Marcel

Koji Yamazaki
Shinichi Yoshikuni

Yusuf A. Nimatallah
Ibrahim A. AI-Assaf

ELECTED

Guillermo Ortiz (Mexico)
Leonor Filardo

(Venezuela)

G.A. Posthumus
(Netherlands)

C.PJ. Hogeweg
(Netherlands)

Casting
Votes of

United States

United Kingdom

Germany, Fed. Rep. of

France

Japan

Saudi Arabia

Costa Rica
El Salvador
Guatemala
Honduras
Mexico
Nicaragua
Spain
Venezuela

Cyprus
Israel
Netherlands
Romania
Yugoslavia

Votes
by

Country

179,433

62,190

54,287

45,078

42,483

32,274

1,091
1,140
1,330

928
1 1 ,905

932
13,110
13,965

947
4,716

22,898
5,484
6,380

Percent
Total of Fund
Votes1 Total2

179,433 19.14

62,190 6.63

54,287 5.79

45,078 4.81

42,483 4.53

32,274 3.44

44,401 4.74

40,425 4.31
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Director
Alternate

ELECTED (continued)

Jacques de Groote
(Belgium)

lohann Prader
(Austria)

Mohamed Finaish (Libya)
Abdul Moneim Othman

(Iraq)

Marcel Masse (Canada)
Dara McCormack

(Ireland)

Salvatore Zecchini (Italy)
Nikos Kyriazidis (Greece)

C.R. Rye (Australia)
Chang- Yue/ Lim (Korea)

Casting
Votes of

Austria
Belgium
Hungary
Luxembourg
Turkey

Bahrain
Egypt
Iraq
Jordan
Kuwait
Lebanon
Libya
Maldives
Oman
Pakistan
Qatar
Somalia
Syrian Arab Republic
United Arab Emirates
Yemen Arab Republic
Yemen, People's

Democratic Republic of

Antigua and Barbuda
The Bahamas
Barbados
Belize
Canada
Dominica
Grenada
Ireland
Jamaica
St. Kitts and Nevis
St. Lucia
St. Vincent

Greece
Italy
Malta
Portugal

Australia
Kiribati
Korea
New Zealand
Papua New Guinea
Philippines
Seychelles
Solomon Islands
Vanuatu
Western Samoa

Votes
by

Country

8,006
21,054

5,557
1,020
4,541

739
4,884
5,290

989
6,603
1,037
5,407

270
881

5,713
1,399

692
1,641
2,276

683

1,022

300
914
591
345

29,660
290
310

3,684
1,705

295
325
290

4,249
29,341

701
4,016

16,442
275

4,878
4,866

909
4,654

280
300
340
310

Percent
Total of Fund

Votes1 Total2

40,178 4.29

39,526 4.22

38,709 4.13

38,307 4.09

33,254 3.55
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Director
Alternate

ELECTED (continued)

Jorgen Ovi
(Denmark)

Markus Fogelholm
(Finland)

Arjun K. Sengupta (India)
L Eustace N. Fernando

(Sri Lanka)

Alexandre Kafka (Brazil)
Jerry Hospedales

(Trinidad and Tobago)

J.E. Ismael (Indonesia)
/an arc/an a Reddy (Fiji)

Ahmed Abdallah (Kenya)
El Tayeb El Kogali (Sudan)

Casting
Votes of

Denmark
Finland
Iceland
Norway
Sweden

Bangladesh
Bhutan
India
Sri Lanka

Brazil
Colombia
Dominican Republic
Ecuador
Guyana
Haiti
Panama
Suriname
Trinidad and Tobago

Burma
Fiji
Indonesia
Lao People's Democratic

Republic
Malaysia
Nepal
Singapore
Thailand
Tonga
Viet Nam

Botswana
Burundi
Ethiopia
The Gambia
Kenya
Lesotho
Liberia
Malawi
Mozambique
Nigeria
Sierra Leone
Sudan
Swaziland
Tanzania
Uganda
Zambia
Zimbabwe

Votes
by

Country

7,360
5,999

846
7,240

10,893

3,125
275

22,327
2,481

14,863
4,192
1,371
1,757

742
691

1,272
743

1,951

1,620
615

10,347

543
5,756

623
1,174
4,116

282
2,018

471
677
956
421

1,670
401
963
622
860

8,745
829

1,947
497

1,320
1,246
2,953
2,160

Percent
Total of Fund

Votes1 Total2

32,338 3.45

28,208 3.01

27,582 2.94

27,094 2.89

26,738 2.85

DAI Qianding (China)
HANG Hal (China)

China 24,159 24,159 2.58
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Director
Alternate

Casting
Votes of

Votes
by

Country
Total

Votes1

Percent
of Fund
Total2

ELECTED (concluded)

Alvaro Donoso (Chile)
Ernesto V. Feldman

(Argentina)

Ghassem Salehkhou
(Islamic Republic of

Iran)
Omar Kabbaj (Morocco)

MAWAKANI Samba
(Zaire)

Corentino V. Santos
(Cape Verde)

Argentina
Bolivia
Chile
Paraguay
Peru
Uruguay

Afghanistan
Algeria
Ghana
Iran, Islamic Republic of
Morocco
Tunisia

Benin
Burkina Faso
Cameroon
Cape Verde
Central African Republic
Chad
Comoros
Congo
Cote d'lvoire
Djibouti
Equatorial Guinea
Gabon
Guinea
Guinea-Bissau
Madagascar
Mali
Mauritania
Mauritius
Niger
Rwanda
Sao Tome and Principe
Senegal
Togo
Zai're

11,380
1,157
4,655

734
3,559
1,888 23,373 2.49

1,117
6,481
2,295
6,850
3,316
1,632 21,691 2.31

563
566

1,177
295
554
556
295
623

1,905
330
434
981
829
325
914
758
589
786
587
688
290

1,101
634

3,160 18,940 2.02
920,6683 98. 1924

Noting power varies on certain matters pertaining to the General Department with use of the Fund's
resources in that Department.

Percentages of total votes in the General Department and the SDR Department (937,625).
3This total does not include the votes of Democratic Kampuchea, Poland, and South Africa, which

did not participate in the 1986 Regular Election of Executive Directors. The combined votes of those
members total 16,957—1.81 percent of those in the General Department and SDR Department.

4This figure may differ from the sum of the percentages shown for individual Directors because of
rounding.
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Changes in Membership of Executive Board

Changes in membership of the Executive Board between May 1, 1987 and April 30, 1988
were as follows:

Henrik Fugmann (Denmark) resigned as Alternate Executive Director to Hans
Lundstrom (Sweden), effective May 6, 1987.

Jorgen Ovi (Denmark) was appointed Alternate Executive Director to Hans
Lundstrom (Sweden), effective May 7, 1987.

Tariq Alhaimus (Iraq) resigned as Alternate Executive Director to Mohamed
Finaish (Libya), effective June 21, 1987.

Abdul Moneim Othman (Iraq) wars appointed Alternate Executive Director to
Mohamed Finaish (Libya), effective June 22, 1987.

Hans Lundstrom (Sweden) resigned as Executive Director for Denmark, Finland,
Iceland, Norway, and Sweden, effective June 30, 1987.

Heinrich G. Schneider (Austria) resigned as Alternate Executive Director to
Jacques de Groote (Belgium), effective June 30, 1987.

Jorgen Ovi (Denmark), formerly Alternate Executive Director to Hans Lundstrom
(Sweden), was elected Executive Director by Denmark, Finland, Iceland,
Norway, and Sweden, effective July 1, 1987.

Markus Fogelholm (Finland) was appointed Alternate Executive Director to Jorgen
Ovi (Denmark), effective July 1, 1987.

Johann Prader (Austria) was appointed Alternate Executive Director to Jacques
de Groote (Belgium), effective July 1, 1987.

J. de Beaufort Wijnholds (Netherlands) resigned as Alternate Executive Director
to G.A. Posthumus (Netherlands), effective July 15, 1987.

G.P.J. Hogeweg (Netherlands) was appointed Alternate Executive Director to
G.A. Posthumus (Netherlands), effective July 24, 1987.

Sylvain de Forges (France) resigned as Alternate Executive Director to Helene
Ploix (France), effective August 31, 1987.

Dominique Marcel (France) was appointed Alternate Executive Director to
Helene Ploix (France), effective September 1, 1987.

Michael Foot (United Kingdom) resigned as Alternate Executive Director to
T.P. Lankester (United Kingdom), effective October 30, 1987.

Charles Enoch (United Kingdom) was appointed Alternate Executive Director to
T.P. Lankester (United Kingdom), effective October 31, 1987.
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Masahiro Sugita (Japan) resigned as Alternate Executive Director to Koji Yamazaki
(Japan), effective December 11, 1987.

Shinichi Yoshikuni (Japan) was appointed Alternate Executive Director to Koji
Yamazaki (Japan), effective December 12, 1987.

Mary K. Bush (United States) resigned as Alternate Executive Director to Charles H.
Dallara (United States), effective December 24, 1987.

T.P. Lankester (United Kingdom) resigned as Executive Director for the United
Kingdom, effective January 24, 1988.

Frank Cassell (United Kingdom) was appointed Executive Director for the United
Kingdom, effective January 25, 1988.

Charles Enoch (United Kingdom), formerly Alternate Executive Director to
T.P. Lankester (United Kingdom), was reappointed Alternate Executive Director
to Frank Cassell (United Kingdom), effective January 25, 1988.

161

©International Monetary Fund. Not for Redistribution



ANNUAL REPORT, 1988

The following served at certain meetings of the Executive Board during 1987/88 as Temporary
Alternate Executive Directors to the Executive Directors indicated:

Temporary Alternate
Executive Director

N. Adachi (Japan)
Ali Asghar Agah (Iran, Islamic Republic of)

A. Rashed Al-Abdullatif (Saudi Arabia)
Felix Enrico R. Alfiler (Philippines)

Jose Roberto Novaes de Almeida (Brazil)
Patrick E. Archibong (Nigeria)

Mohammad Arif (Pakistan)
Edgar Ayales (Costa Rica)

Axel Bertuch-Samuels (Germany, Federal Republic of)
Owen S.-M. Bethel (The Bahamas)

Hasan Sukru Binay (Turkey)
Mohamed Bahaa Chatah (Lebanon)
Richard Comotto (United Kingdom)

Edgardo Carlos Demaestri (Argentina)
Filippo Di Mauro (Italy)

Liam Patrick Ebrill (Ireland)
Fakhry El-Din El-Fiky (Egypt)

Walter N. Engert (Canada)
Angelo G.A. Faria (Kenya)

Sal am K. Fayyad (Jordan)
Vicente J. Fernandez (Spain)

Parviz Gorjestani (Iran, Islamic Republic of)
Steinar Guribye (Norway)

Mohamed Ali Hammoudi (Algeria)
Sabir Mohamed Hassan (Sudan)
Cleviston L. Haynes (Barbados)

Margarita Hepp (Chile)
Graham K. Hodges (Australia)

Glen David Hodgson (Canada)
Hon Chee-Won (Singapore)

Luc Hubloue (Belgium)
A. lljas (Indonesia)

Olafur Isleifsson (Iceland)
Abdel Rehman Ismael (Mauritius)

Joseph Mills Jones (Liberia)
Khong Kim Nyoon (Malaysia)

Stuart Howard King (United Kingdom)

Karl-Heinz Kleine (Germany, Federal Republic of)
Kwassivi Kpetigo (Togo)

Margareta A. Kyhlberg (Sweden)

Meg Lundsager (United States)
V.K. Malhotra (India)

Raffaele Manfredi Selvaggi (Italy)
Raymundo Morales (Peru)

Tokio Morita (Japan)
James A.K. Munthali (Malawi)

Kazuya Murakami (Japan)

Executive Director for whom
Temporary Alternate Served

Koji Yamazaki (Japan)
Ghassem Salehkhou (Iran, Islamic Republic of)
Yusuf A. Nimatallah (Saudi Arabia)
C.R. Rye (Australia)
Alexandra Kafka (Brazil)
Ahmed Abdallah (Kenya)
Mohamed Finaish (Libya)
Guillermo Ortiz (Mexico)
Guenter Grosche (Germany, Federal Republic of)
Marcel Masse (Canada)
Jacques de Groote (Belgium)
Mohamed Finaish (Libya)
T.P. Lankester (United Kingdom)
Frank Cassell (United Kingdom)
Alvaro Donoso (Chile)
Salvatore Zecchini (Italy)
Yusuf A. Nimatallah (Saudi Arabia)
Mohamed Finaish (Libya)
Marcel Masse (Canada)
Ahmed Abdallah (Kenya)
Mohamed Finaish (Libya)
Guillermo Ortiz (Mexico)
Ghassem Salehkhou (Iran, Islamic Republic of)
Jorgen Ovi (Denmark)
Ghassem Salehkhou (Iran, Islamic Republic of)
Ahmed Abdallah (Kenya)
Marcel Masse (Canada)
Aivaro Donoso (Chile)
C.R. Rye (Australia)
Marcel Masse (Canada)
J.E. Ismael (Indonesia)
Jacques de Groote (Belgium)
J.E. Ismael (Indonesia)
Hans Lundstrom (Sweden)
Mawakani Samba (Zaire)
Ahmed Abdallah (Kenya)
J.E. Ismael (Indonesia)
T.P. Lankester (United Kingdom)
Frank Cassell (United Kingdom)
Guenter Grosche (Germany, Federal Republic of)
Mawakani Samba (Zaire)
Hans Lundstrom (Sweden)
Jorgen Ovi (Denmark)
Charles H. Dallara (United States)
Arjun K. Sengupta (India)
Salvatore Zecchini (Italy)
Alvaro Donoso (Chile)
Koji Yamazaki (Japan)
Ahmed Abdallah (Kenya)
Koji Yamazaki (Japan)
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Temporary Alternate
Executive Director

Ahmad Mustafa (Jordan)
Do Van Nhien (Viet Nam)

Carlos Noriega (Mexico)
Jean-Christian Obame (Gabon)

John Kobina Orleans-Lindsay (Ghana)
Abdessatar Ouanes (Tunisia)

William Koaya Parmena (Tanzania)
Patrick D. Peroz (France)
Pal Peterfalvy (Hungary)

Magnus Petursson (Iceland)
Luis M. Piantini (Dominican Republic)

Georges Pineau (France)
Ilkka Puro (Finland)

Salvatore Rebecchini (Italy)
Alexis Rieffel (United States)

Sadok Rouai (Tunisia)
Vincent Rousset (France)
Daniel Saha (Cameroon)

Gideon Schurr (Israel)
Guy Seyler (Luxembourg)
Ian Sliper (New Zealand)
Song Guangwei (China)

Bahran Tamami (Iran, Islamic Republic of)
Donald Charles Templeman (United States)

Norbert Toe (Burkina Faso)
Huibrecht van der Burg (Netherlands)

A. Vasudevan (India)
Emily Landis Walker (United States)

Wang Xiaoping (China)
Rolf Wenzel (Germany, Federal Republic of)
David Andrew Woodward (United Kingdom)

Yang Weimin (China)
Koffi Yao (Cote d'lvoire)

Iqbal Zaidi (Pakistan)
Jaime E. Zeas (Ecuador)

Executive Director for whom
Temporary Alternate Served

Mohamed Finaish (Libya)
J.E. Ismael (Indonesia)
Guillermo Ortiz (Mexico)
Mawakani Samba (Zaire)
Mawakani Samba (Zaire]
Yusuf A. Nimatallah (Saudi Arabia)
Ahmed Abdallah (Kenya)
Yusuf A. Nimatallah (Saudi Arabia)
Jacques de Groote (Belgium)
Jorgen Ovi (Denmark)
Alexandre Kafka (Brazil)
Helene Ploix (France)
Hans Lundstrom (Sweden)
Jorgen Ovi (Denmark)
Salvatore Zecchini (Italy)
Charles H. Dallara (United States)
Ghassem Salehkhou (Iran, Islamic Republic of)
Helene Ploix (France)
Mawakani Samba (Zaire)
G.A. Posthumus (Netherlands)
Jacques de Groote (Belgium)
C.R. Rye (Australia)
Dai Qianding (China)
Ghassem Salehkhou (Iran, Islamic Republic of)
Charles H. Dallara (United States)
Mawakani Samba (Zaire)
G.A. Posthumus (Netherlands)
Arjun K. Sengupta (India)
Charles H. Dallara (United States)
Dai Qianding (China)
Guenter Grosche (Germany, Federal Republic of)
T.P. Lankester (United Kingdom)
Frank Cassell (United Kingdom)
Dai Qianding (China)
Mawakani Samba (Zaire)
Mohamed Finaish (Libya)
Alexandre Kafka (Brazil)
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Appendix VII

Administrative and Capital Budgets
Administrative Budget as Approved by the Executive Board for the Financial Year Ending April 30,1989

Compared with Actual Expenses for the Financial Years Ended April 30, 1987 and April 30, 1988 and
Capital Budget as Approved by the Executive Board for Capital Projects Beginning in Financial Year 1989

(Values expressed in thousands of SDRs)12

Financial Year
Ended

April 30, 1987
Actual

Expenses

Financial Year Ended
April 30, 1988

Revised Actual
Budget Expenses

Financial Year
Ending

April 30, 1989
Budget

ADMINISTRATIVE BUDGET

I.

II.

III.

PERSONNEL EXPENSES
Salaries
Other personnel expenses

Subtotal

TRAVEL EXPENSES
Business travel
Other travel

Subtotal

OTHER ADMINISTRATIVE EXPENSES
Communications
Building occupancy
Books and printing
Supplies and equipment
Data processing
Miscellaneous

Subtotal

TOTAL ADMINISTRATIVE BUDGET

Less: Reimbursement for administering
the SDR Department

Reimbursement for administering
the SAF/ESAF

Net Administrative Budget Expenses3

83,780
53,026

136,806

1 1 ,036
9,922

20,958

80,561
45,398

125,959

11,125
9,502

20,627

78,798
43,873

122,671

198,955

4,100

5,600

189,255

4,700 3,700

6,900
170,109

Capital Projects Beginning in Financial Year 1989

Total
Budget

CAPITAL BUDGET

I. BUILDING SPACE FACILITIES
Headquarters
Other locations

II. EQUIPMENT SYSTEMS
Computing

TOTAL CAPITAL BUDGET

2,143
276

Financial
Year 1989

2,143
66

99

Financial
Year 1990

209

2,308 209

82,754
43,983

126,737

3,800

9,200
172,317

Financial
Year 1991

1 The administrative and capital budgets are expressed in terms of U.S. dollars and converted to SDR equivalents.
2 Details may not add up to total due to rounding.
3 Net administrative budget expenses exclude fixed property expenditures which are approved in separate capital budgets and a valuation

gain or loss on administrative currency holdings. For the financial year ended April 30, 1988, fixed property expenditures were
SDR 4,127,000 and the valuation loss on administrative currency holdings was SDR 901,000.
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5,140
10,745

1,881
3,305

13,907
6,213

41,191

4,568
9,982
1,612
3,850
13,677
6,639

40,327

186,913

4,336
9,681
1,491
3,727

11,873
6,601

37,710

180,709

4,895
11,334
1,610
3,800

12,047
2,675

36,361

185,317

11,118
9,210

20,328

12,598
9,621

22,219

6,300
175,913

99
2,517
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Appendix VIII

Financial Statements

REPORT OF THE EXTERNAL AUDIT COMMITTEE

Washington, B.C.
June 24, 1988

AUTHORITY AND SCOPE OF THE AUDIT
In accordance with Section 20(b) of the By-Laws of the International

Monetary Fund we have audited the financial statements of the Fund covering
the
—General Department (including the General Resources Account, Borrowed

Resources Suspense Accounts, and Special Disbursement Account) for the
year ended April 30, 1988,

—SDR Department for the year ended April 30, 1988, and
—Accounts administered by the Fund, which consist of the Supplementary

Financing Facility Subsidy Account and the Trust Fund for the year ended
April 30, 1988; the Enhanced Structural Adjustment Facility Trust for the
period March 24, 1988 to April 30, 1988; and the Voluntary Contribution
Accounts for the period December 24, 1987 to April 30, 1988.
The audit was conducted in accordance with international auditing stand-

ards and, accordingly, included reviews of accounting and control systems, tests
of accounting records, and other audit procedures.

AUDIT OPINION
In our opinion, the financial statements of the General Department

(including the related supplemental schedules one through four), the SDR
Department, and the Accounts administered by the Fund have been prepared
in accordance with generally accepted accounting principles applied on a basis
consistent with that of the preceding year (except for the Enhanced Structural
Adjustment Facility Trust and the Voluntary Contribution Accounts, which
were established in financial year 1988) and give a true and fair view of the
respective financial positions and the allocations and holdings of SDRs as at
April 30, 1988, and of the financial results of operations and transactions
during the respective periods.

In connection with our examination of the Voluntary Contribution Ac-
counts, in our opinion the operation of the Voluntary Contribution Account
administered on behalf of Bolivia has been conducted in accordance with the
Instrument establishing the Account.

EXTERNAL AUDIT COMMITTEE
/s/ Raymond M. Bennett, Chairman (United Kingdom)

/s/ Khin Than Tin (Burma)

/s/ Vicente Montan Ugarte (Chile)
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INTERNATIONAL MONETARY FUND

GENERAL DEPARTMENT
BALANCE SHEET

as at April 30, 1988

(In thousands of SDRs)
(Note 1)

ASSETS 
1988 1987

GENERAL RESOURCES ACCOUNT
Currencies and securities (Notes 2 and 5)
SDR holdings (Note 3)
Gold holdings (Note 4)
Borrowed resources held in suspense
Charges receivable and accrued (Note 5)
Deferred charges (Note 5)
Accrued interest on SDR holding
Other assets

Total General Resources Account

SPECIAL DISBURSEMENT ACCOUNT
Currency deposits pending investment
Interest-earning deposits
Structural adjustment facility loans
Accrued income on investments and loans

Total Special Disbursement Account
TOTAL GENERAL DEPARTMENT

QUOTAS, RESERVES, LIABILITIES, AND
SPECIAL DISBURSEMENT ACCOUNT RESOURCES

GENERAL RESOURCES ACCOUNT
QUOTAS

Subscriptions of members

RESERVES (Note 6)
SPECIAL CONTINGENT ACCOUNT (Note 5)
LIABILITIES

Borrowing (Note 7)
Accrued remuneration (Note 5)
Accrued interest on borrowing
Other liabilities and deferred credits

DEFERRED INCOME FROM CHARGES (Note 5)
Total General Resources Account

SPECIAL DISBURSEMENT ACCOUNT
Deferred income
Accumulated resources

Total Special Disbursement Account
TOTAL GENERAL DEPARTMENT

95,609,684
770,306

3,620,396
298,423
486,105
465,399

15,070
15,060

101,280,443

49
1,007,104

584,210
27,524

1,618,887
102,899,330

89 987,550

1,257,243
86,954

9,070,418
185,949
165,900
61,030

9,483,297

465,399
101,280,443

1 6
1,618,771
1,618,887

102,899,330

97,617,296
1,960,286
3,620,396

605,836
577,474
294,919

30,298
21,886

104,728,391

850
938,762
139,340

13,277
1,092,229

105,820,620

89,987,550

1,208,134
26,547

12,699,590
235,840
203,270

72,541
13,211,241

294,919
104,728,391

1,092,229
1,092,229

105,820,620

The accompanying notes and Schedules 1-4 are an integral part of the financial statements.

/s/ GERHARD LASKE
Treasurer

/s/ M. CAMDESSUS
Managing Director
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INTERNATIONAL MONETARY FUND

GENERAL DEPARTMENT
STATEMENT OF INCOME AND EXPENSE
for the year ended April 30, 1988

(In thousands of SDRs)
(Note!)

GENERAL RESOURCES ACCOUNT

OPERATIONAL INCOME (Note 5)
Periodic charges
Addition to periodic charges
Special charges .
Deduct: Income deferred, net

Interest on SDR holdings (Note 3)
Service charges
Other

OPERATIONAL EXPENSE
Remuneration (Note 5)
Reduction of remuneration (Note 5)

Interest on borrowing, net of income from temporary investments in Borrowed
Resources Suspense Accounts (SDR 26,092 in 1988 and SDR 30,748
in 1 987) (Note 7)

Allocation to Special Contingent Account (Note 5)

NET OPERATIONAL INCOME

ADMINISTRATIVE EXPENSE (Note 9)
Personnel
Travel
Other, net (Note 1 )

TOTAL ADMINISTRATIVE EXPENSE
NET INCOME OF GENERAL RESOURCES ACCOUNT

SPECIAL DISBURSEMENT ACCOUNT

Income earned on investments
Income earned on loans

Gain (loss) in SDR value pending investment and loan disbursements
Administrative expense (Note 9)

NET INCOME OF SPECIAL DISBURSEMENT ACCOUNT

1988

1,915,699
99,686
20,067

1 70,480
1,864,972

66,031
20,588

2,807

1,954,398

994,772
99,615

895,157

774,588
60,407

1,730,152

224,246

122,671
20,328
32,138

175,137
49,109

60,064
1,719

61,783
42

6,900
54,925

1987

2,154,599
90,071
12,072

167,865
2,088,877

143,875
15,840

2,123
2,250,715

1,109,969
89,937

1,020,032

927,164
26,547

1,973,743

276,972

136,806
20,958
33,125

190,889
86,083

41,584
251

41,835
(323)

5,600
35,912

The accompanying notes and Schedules 1-4 are an integral part of the financial statements.
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INTERNATIONAL MONETARY FUND

GENERAL DEPARTMENT
STATEMENT OF CHANGES IN RESERVES AND RESOURCES

for the year ended April 30, 1988
(In thousands of SDRs)

(Note!)

1988
RESERVES— GENERAL RESOURCES ACCOUNT

SPECIAL RESERVE (Note 6)

Balance at beginning of the year 842,554
Net income 49,1 09
Balance at end of the year 891 ,663

GENERAL RESERVE (Note 6)

Balance at beginning and end of the year 365,580

TOTAL RESERVES OF GENERAL RESOURCES ACCOUNT 1 ,257,243

1987

756,471
86,083

842,554

365,580

1,208,134

RESOURCES— SPECIAL DISBURSEMENT ACCOUNT

Balance at beginning of the year
Transfers from Trust Fund
Transfers from SFF Subsidy Account
Transfers to ESAF Trust

Net income

TOTAL RESOURCES OF SPECIAL DISBURSEMENT ACCOUNT

1 092 229
534 998

26,628
(90,009)

1,563,846

54 925

1,618,771

441 171
589 676

25 470

1,056,317

35 912

1,092,229

The accompanying notes and Schedules 1-4 are an integral part of the financial statements.
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INTERNATIONAL MONETARY FUND
GENERAL DEPARTMENT

NOTES TO THE FINANCIAL STATEMENTS

General Department

Under the Articles of Agreement, the General De-
partment consists of the General Resources Account,
the Special Disbursement Account, and the Investment
Account. The Investment Account had not been acti-
vated at April 30, 1988. The General Department also
includes Borrowed Resources Suspense Accounts, the
establishment of which was authorized by the Executive
Board in May 1981.

General Resources Account

Assets held in the General Resources Account com-
prise (i) currencies of the Fund's member countries
(including securities), (ii) SDR holdings, and (iii) gold.

Each member has been required to pay to the Fund
the amount of its initial quota and subsequent increases
partly in the member's own currency and the remainder
in the form of reserve assets, except that for the in-
creases proposed in 1978, members were permitted to
pay the entire increase in their own currencies. A
member's quota cannot be increased until it consents to
the increase and pays the subscription in full.

The Fund makes its resources available to its members
by selling SDRs or currencies to members in exchange
for their own currency in accordance with Fund policies
on the use of its resources. Use of the Fund's resources
by a member is dependent on the member having a
balance of payments need.

When members make purchases, they undertake to
repurchase, within the periods specified by the Fund,
the Fund's holdings of their currencies by the payment
to the Fund of SDRs or the currencies of other members
specified by the Fund. The Fund's policies on the use
of its resources, which indicate the time periods for
which purchases may be outstanding, are intended to
assure that use of its resources is temporary and will be
reversed within time periods specified by the Fund.

The composition of the Fund's holdings of members'
currencies changes as a result of the Fund's operations
and transactions, including purchase and repurchase
transactions in currencies as noted above. The currency
holdings reflect both the counterpart of purchases by
those members that have a need to use the Fund's
resources, and also the currencies of those members
whose balance of payments and reserve positions are
determined by the Fund on a quarterly basis to be
sufficiently strong for their currencies to be used in all

the Fund's operations and transactions in accordance
with the policies of the Fund.

A member has a reserve tranche in the Fund to the
extent that the Fund's holdings of its currency, exclud-
ing holdings which reflect the member's use of Fund
credit, are less than the member's quota. A member's
reserve tranche is regarded as a part of the member's
external reserves and a member may purchase up to
the amount of its full reserve tranche at any time.
Reserve tranche purchases are not regarded as a use of
Fund credit.

Members may make use of Fund resources under
various policies and the amount of such use is related
to a member's quota in the Fund. Under the credit
tranche policy, credit is at present made available to
members in a range consisting of four tranches or
segments each equal to 25 percent of a member's quota.
A first credit tranche purchase is defined as one that
raises the Fund's holdings of a member's currency in
the credit tranche from 0 to 25 percent of quota.
Subsequent purchases are made in three successive
tranches, each equal to 25 percent of quota, to a level
of no more than 100 percent of quota. Purchases in
these three tranches are referred to as upper credit
tranche purchases. Higher conditionality accompanies
the use of Fund credit in the upper tranches.

Members experiencing balance of payments difficul-
ties may enter into stand-by arrangements with the Fund
under which the Fund commits itself to provide re-
sources to be made available over periods of up to three
years from the date of the arrangements. Purchases
under these arrangements in the upper credit tranches
depend upon the member's meeting the performance
criteria included in the arrangements.

In addition to purchases under the Fund's credit
tranche policies, members may use or have made use of
the Fund's resources under decisions on:

• Compensatory financing—to assist members, partic-
ularly primary exporters, encountering payments diffi-
culties produced by temporary export shortfalls attrib-
utable to circumstances beyond their control and in
addition, at their option, to assist members encountering
payments difficulties produced by an excess in the cost
of their cereal imports.

• Buffer stock financing—to assist members in con-
nection with the financing of international buffer stocks
of primary products.
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• Extended Fund facility—to provide, through ex-
tended arrangements of up to three years, medium-term
assistance to members to make structural adjustments in
their economies. Purchases under these arrangements
depend upon the member's meeting the performance
criteria included in the arrangements.

• Supplementary financing facility and the policy on
enlarged access—to make resources available under stand-
by and extended arrangements, in addition to those
available in the credit tranches or under the extended
Fund facility, to members facing serious payments im-
balances that are large in relation to their quotas. These
policies are temporary and may be utilized only in
conjunction with the use of resources in the upper credit
tranches.

Members that purchase resources from the Fund
undertake to repurchase the Fund's holdings of their
currencies by the payment to the Fund of SDKs or the
currencies of other members specified by the Fund.
Reserve tranche purchases made after April 1, 1978 are
not subject to repurchase. Under the Fund's repurchase
policies, purchases in the credit tranches, purchases
under the compensatory financing facility and under
the buffer stock facility are to be repurchased in quarterly
installments beginning three years and ending not later
than five years after the date of purchase; repurchases
of purchases financed with borrowed resources under
the supplementary financing facility or the enlarged
access policy are to be made in semiannual installments
beginning three and one-half years and ending not later
than seven years after the date of purchase; and repur-
chases under the extended Fund facility (other than
purchases financed with borrowed resources under the
supplementary financing facility or policy on enlarged
access) are to be made in semiannual installments begin-
ning four years and ending not later than ten years after
the date of purchase. However, a member is entitled to
repurchase at any time holdings of its currency on which
the Fund levies charges, and is expected to make re-
purchases prior to the periods mentioned above as and
when its balance of payments and reserve position
improves.

Borrowed Resources Suspense Accounts

Borrowed Resources Suspense Accounts have been
established in order to hold, transfer, convert, and invest
(i) currencies borrowed by the Fund before they are
transferred to the General Resources Account for use
in transactions or operations; and (ii) currencies received
by the Fund in repurchases financed with borrowed

resources before repayments to lenders can be made.
Members are not obligated to maintain the SDR value
of their currencies held by the Fund in the Borrowed
Resources Suspense Accounts, and as far as practicable,
the currencies are invested in SDR-denominated obli-
gations.

At April 30, 1988, borrowed resources held in suspense
amounted to SDR 298.42 million (SDR 605.84 million
at April 30, 1987) and included accrued income of
SDR 2.40 million (SDR 3.32 million at April 30, 1987).

Special Disbursement Account

The Fund administers a Trust Fund, established in
1976 to provide balance of payments assistance (loans)
on concessional terms to certain members. The Special
Disbursement Account was activated on June 30, 1981
to receive transfers from the Trust Fund (repayments
of loans and interest) which is in the process of being
wound up. Amounts received into the Special Disburse-
ment Account from the Trust Fund were transferred
on a same-day pass-through to the Supplementary Fi-
nancing Facility Subsidy Account, which was established
for the purpose of reducing the cost of eligible members
that used the Fund's resources under the supplementary
financing facility. In July 1985, the Fund determined
that the resources of the Supplementary Financing
Facility Subsidy Account were sufficient to meet its
estimated needs, and transfers to that account from the
Special Disbursement Account were terminated. Amounts
received from the Trust Fund are now being held in the
Special Disbursement Account. Resources of the Sup-
plementary Financing Facility Subsidy Account which
may be in excess of its estimated needs are to be
transferred back to the Special Disbursement Account.

Within the Special Disbursement Account a structural
adjustment facility (SAF) was established in March 1986
to provide balance of payments assistance to qualifying
low-income developing members. Resources are com-
mitted to qualifying members for a three-year period,
upon approval by the Fund, in support of a three-year
macroeconomic and structural adjustment program pre-
sented by the member.

Loans disbursed under the structural adjustment fa-
cility are repayable in ten semiannual installments
commencing not later than the end of the first six
months of the sixth year, and to be completed at the
end of the tenth year after the date of the disbursement.
Interest is charged on the outstanding loan balances at
the rate of Vz of 1 percent per annum.

Members are not obligated to maintain the SDR value
of their currency held by the Fund in the Special
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Disbursement Account. Pending their use, the resources
held in the Special Disbursement Account are placed in
SDR-denominated investments. Prior to an SDR-
denominated investment, balances may be placed tem-
porarily in U.S. dollar-denominated investments. Thus,
there may be valuation gains and losses in terms of the
SDR on these resources from the time they are received
until they can be invested in SDR-denominated invest-
ments.

The Special Disbursement Account is a part of the
General Department of the Fund. However, the assets
of the account are to be held separately from other
accounts of the General Department and the income of
the account is placed to the Special Disbursement
Account.

The Fund administers the Enhanced Structural Ad-
justment Facility Trust (ESAF Trust), which was estab-
lished in December 1987 to provide loans on conces-
sional terms to certain members to support programs
to strengthen substantially and in a sustainable manner
their balance of payments position and to foster growth.
Upon receipt, the Special Disbursement Account trans-
fers the following resources to the Reserve Account of
the ESAF Trust: (i) all income received or to be received
from the investment of the resources available for the
structural adjustment facility; (ii) all interest received or
to be received, including from special charges, on loans
under the structural adjustment facility; (iii) all repay-
ments of loans under the structural adjustment facility;
and (iv) all the resources held in the Special Disburse-
ment Account that are derived from the termination of
the 1976 Trust Fund and that can no longer be used
under the structural adjustment facility. Resources of
the ESAF Trust Reserve Account which may be in excess
of its estimated needs are to be transferred back to the
Special Disbursement Account. Upon liquidation of the
ESAF Trust, the amounts remaining in the Reserve
Account after the discharge of authorized liabilities shall
be transferred to the Special Disbursement Account.
Transfers to the ESAF Trust Reserve Account com-
menced in March 1988. As at April 30, 1988, SDR 90
million had been transferred from the Special Disburse-
ment Account to the ESAF Trust Reserve Account.

1. Accounting Practices

Unit of Account

The accounts of the General Department are ex-
pressed in terms of the SDR. At present, the currency
value of the SDR is determined by the Fund each day
by summing the values in U.S. dollars, based on market

exchange rates, of a basket of five specified currencies.
The Fund's procedures require that the SDR valuation
basket be revised each five years, and provide that the
basket is to include the currencies of the members
having the largest exports of goods and services during
the five-year period ending one year prior to the date
of the revisions. The currencies comprising the basket
and their amounts in the basket are as follows:

Currencies

U.S. dollar
Deutsche mark
French franc
Japanese yen
Pound sterling

Amounts

0.452
0.527
1.02

33.4
0.0893

Members' currencies are valued in terms of the SDR on
the basis of the representative rate of exchange deter-
mined in accordance with the Rules of the Fund. Gold
with depositories is valued on the basis that one SDR is
equivalent to 0.888671 gram of fine gold (see Note 4).

Basis of Accounting

The Fund maintains its accounts on an accrual basis
and, accordingly, recognizes income as it is earned and
records expenses as they are incurred except that in-
come from charges from members that are overdue in
their obligations to the Fund by six months or more is
deferred and is recognized as income only when paid
unless the member has remained current in settling
charges when due (see Note 5). It is the practice of the
Fund to make all calculations on the basis of the exact
number of days in the accounting period.

The established policy of the Fund is to charge as an
expense of each accounting period the total costs in-
curred for fixed property, furniture, and equipment.
For the 12 months ended April 30, 1988, no significant
expense was incurred for property, furniture, and
equipment. The total historical cost of land and build-
ings acquired in the past and still in use amounts to
SDR 91 million.

2. Currencies and Securities

Each member has the option to substitute nonnego-
tiable and non-interest-bearing securities for the amount
of its currency held by the Fund in the General Re-
sources Account that is in excess of \ of 1 percent of
the member's quota. These securities, which are part of
the Fund's currency holdings, are encashable by the
Fund on demand.

Changes in the Fund's holdings of members' curren-
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In millions of SDRs
April 30,

1988
89,988

27,829

(22,213)

6
95,610

April 30,
1987

89,988

31,646

(24,020)

3
97,617

Net
Change

(3,817)

1,807

3
(2,007)

cies and securities for the 12 months ended April 30,
1988 were as follows:

Members' quotas
Members' use of Fund

resources
Members' reserve

tranche positions
Administrative currency

balances
Currencies and securities

Each member is obligated to maintain the value of
the balances of its currency held by the Fund in terms
of the SDR except for holdings which may be held in
Borrowed Resources Suspense Accounts, the Special
Disbursement Account, and the Investment Account.
Whenever the Fund revalues its holdings of a member's
currency, an account receivable or an account payable
is established for the amount of currency payable by or
to the member in order to maintain the value of the
Fund's holdings of the currency in terms of the SDR.
The balances of the accounts receivable or payable are
reflected in the Fund's total currency holdings. At Ap-
ril 30, 1988 accounts receivable to maintain SDR values
of currency holdings amounted to SDR 16,876.99 mil-
lion and accounts payable amounted to SDR 812.00
million (SDR 16,704.54 million and SDR 1,048.33 mil-
lion at April 30, 1987). At June 21, 1988 the amounts
receivable were SDR 6,201.04 million and the amounts
payable were SDR 256.38 million.

The Fund's holdings of members' currencies at Ap-
ril 30, 1988 are shown in Schedule 1.

3. SDR Holdings

SDRs are reserve assets created by the Fund and
allocated to members participating in the SDR Depart-
ment. Although SDRs are not allocated to the Fund, the
Fund may acquire, hold, and dispose of SDRs through
the General Resources Account. SDRs held by the Fund
are received from its members in the settlement of their
financial obligations to the Fund (quota payments, re-
purchases, and charges) and may be used by the Fund
in transactions and operations between the Fund and
its members (sold to members in purchases or trans-
ferred to members in the settlement of remuneration
and interest on Fund borrowing). The Fund earns
interest on its SDR holdings at the same rate as all other
holders of SDRs.

4. Gold Holdings

At April 30, 1988 and 1987, the Fund held 3,217,341
kilograms of gold at designated depositories.

5. Fund Operations

For the 12 months ended April 30, 1988, members'
purchases amounted to SDR 4,153 million, of which
SDR 35 million were reserve tranche purchases. Over
the same period, repurchases by members totaled
SDR 7,935 million. Members' purchases subject to re-
purchase are shown in Schedule 2.

The outstanding use of Fund credit under various
facilities and changes during the 12 months ended Ap-
ril 30, 1988 were as follows:

In millions of SDRs
April 30, April 30,

1987 Purchases Repurchases 1988
Regular facili-

ties 6,575 782 1,625 5,732
Compensa-

tory financ-
ing 4,779 1,544 1,981 4,342

Buffer stock
financing 34 — 31 3

Extended
Fund facil-
ity 6,242 87 567 5,762

Supple-
mentary
financing
facility 3,769 — 1,608 2,161

Enlarged
access 10,247 1,705 2,123 9,829

Total 31,646 4,118 7,935 27,829

Periodic Charges and Remunerationtion

The Fund levies charges, which are payable periodi-
cally, on its holdings of a member's currency that derive
from the member's use of Fund credit. With effect from
February 1, 1986, special charges are levied on holdings
that are not repurchased when due and on charges that
are not settled when due. These special charges are
designed to recover the direct financial costs to the Fund
arising from members' overdue financial obligations. A
service charge is levied by the Fund on each purchase
involving use of Fund resources other than reserve
tranche purchases.

The Fund also charges a stand-by fee payable at the
beginning of each 12-month period on the undrawn
balance of a stand-by or extended arrangement. This
fee is refunded proportionally to purchases made under
an arrangement. If the full amount of an arrangement
is not drawn, the balance of the stand-by fee is taken
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into income by the Fund upon the expiration of the
arrangement. Stand-by fees included in other income
for the year ended April 30, 1988 amounted to
SDR 2.8 million (SDR 2.1 million in 1987).

The Fund pays remuneration on a member's remu-
nerated reserve tranche position. A remunerated re-
serve tranche position is the amount by which the Fund's
holdings of a member's currency (excluding holdings
that derive from the use of Fund credit) is below the
"norm." The norm is an amount equal to 75 percent of
the member's quota on April 1, 1978 plus the total of
subsequent increases in the member's quota. For mem-
bers that joined the Fund after April 1, 1978, the norm
is determined by adding the proportion of the member's
quota equal to the average of the norm of all other
members on the date the member joined the Fund and
the total of subsequent increases in the member's quota.

At April 30, 1988, the total holdings on which the
Fund levied charges amounted to SDR 27,829 million
(SDR 31,646 million at April 30, 1987) and total creditor
positions on which the Fund paid remuneration amounted
to SDR 16,262 million (SDR 18,126 million in 1987).

Overdue Charges and Adjustments to Charges and
Remuneration

It is the policy of the Fund to exclude from current
income charges owed by members that are overdue by
six months or more in meeting payments to the Fund
and also are not current in paying charges when due.
Charges subsequently accrued will also be excluded
from income unless the member becomes current in the
payment of charges. Charges excluded from income are
recorded as deferred charges and deferred income.

In order to protect the Fund's income position, an
amount equal to periodic charges (excluding special
charges) deferred during each quarterly period subse-
quent to May 1, 1986, is generated each quarter by an
adjustment of the rate of charge and the rate of remu-
neration, producing equal amounts. However, the av-
erage rate of remuneration for an adjustment period is
not to be reduced below 85 percent of the SDR interest
rate. When (and to the extent that) deferred charges
that gave rise to adjustments are paid, the amounts
received in settlement of overdue charges are distrib-
uted to members that paid additional charges or re-
ceived reduced remuneration as a result of the
adjustments.

During the 12 months ended April 30, 1988, new
deferred charges amounted to SDR 185 million, of
which SDR 20 million were deferred special charges.
Reflecting the adjustments described in the preceding
paragraph, an amount of SDR 214 million less a refund

of SDR 15 million has been recorded as additional
periodic charges and as reduced remuneration. This
amount reflects the adjustment in respect of deferred
charges for SDR 154 million and the further adjustment
to finance additions to the Special Contingent Account
for SDR 60 million. An additional SDR 11 million in
respect of charges deferred in the current financial year
will be included in the adjustment to the rate of charge
and rate of remuneration in the 1989 financial year.
Refunds of adjustments resulting from the settlement
of charges that had been deferred and from the retro-
active lowering of the rate of charge amounted to
SDR 15 million for the 12 months ended April 30, 1988.
The cumulative amount of deferred charges outstand-
ing which arose subsequent to May 1, 1986, and which
resulted in a net cumulative adjustment to charges and
remuneration of SDR 319 million, amounts to SDR 330
million.

Deferred income and overdue charges due from the
nine members that are six months or more overdue to
the Fund are as follows:

In millions of SDRs
1988 1987

Overdue charges and accrued charges
Charges overdue six months or more 326 165
Charges overdue 418 248
Charges overdue and accrued 465 295

Deferred charges and deferred income
Balance at the beginning of the year 295 127
Additions to deferred income 185 191
Payment and settlement of

charges (15) (23)

Balance at the end of the year 465 295

Overdue Obligations

Nine members were overdue for more than six months
in payments to the Fund at April 30, 1988. Repurchases
overdue for six months or more, total overdue repur-
chases from these members, and total credit outstanding
to them were as follows:

In millions of SDRs

Overdue repurchases and use of Fund
resources

Repurchases overdue six
months or more

All overdue repurchases
Total outstanding credit

1988

1,108
1,367
2,360

1987

566
834

2,312

In view of protracted overdue obligations, the Fund
decided at the end of financial year 1987 to strengthen
further its financial position by, inter alia, placing
SDR 26.5 million into a Special Contingent Account. An
additional amount of SDR 60.4 million, generated
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through adjustments of the rate of charge and the rate
of remuneration, was allocated to the Special Contingent
Account in financial year 1988. Balances in the Special
Contingent Account are to be distributed to the mem-
bers that contributed to the balances in the account
when there are no outstanding overdue charges and
repurchases, or at such earlier time as the Fund may
decide.

6. Reserves

The Fund determines annually what part of its net
income shall be placed to the General Reserve or to the
Special Reserve, and what part, if any, shall be distrib-
uted. The Articles of Agreement permit the Fund to
use the Special Reserve for any purpose for which it
may use the General Reserve, except distribution. Any
administrative deficit for any financial year must be
written off first against the Special Reserve.

7. Borrowing

Outstanding borrowing by the Fund was as follows:

In millions of SDRs
April 30, April 30,

1987 Borrowing Repayment 1988
Supplementary

financing
facility 3,381 — 1,654 1,727

Enlarged
access 9,304 1,300 3,276 7,328

Other 1̂ 5 —-_ —_ 15_
12,700 1,300 4,930 9,070

Scheduled repayments of outstanding borrowing by
the Fund are shown in Schedule 3.

Supplementary Financing Facility

The supplementary financing facility became opera-
tional in May 1979. The Fund entered into borrowing
agreements with 14 members, or institutions within their
territories, and with the Swiss National Bank, under
which the lenders agreed to make resources available to
the Fund, at call, up to SDR 7,784 million through
February 1984 to finance purchases by members under
this facility. Borrowing by the Fund under these agree-
ments is to be repaid in installments between three and
one-half to seven years after the date of borrowing.
Interest paid by the Fund on amounts borrowed under
the borrowing agreements is based on the average yield
on U.S. Government securities with a constant maturity
of five years.

Enlarged Access

The policy on enlarged access became operational in
May 1981. The Fund entered into borrowing agree-

ments with seven members, or institutions within their
territories, the Bank for International Settlements, and
the Swiss National Bank, under which the lenders have
agreed to make resources available to the Fund, up to
SDR 15,305 million, of which SDR 2 billion remains
available, to finance purchases by members under the
policy. The maturities of borrowing by the Fund under
these agreements vary from three months to seven years.
Interest paid by the Fund on amounts borrowed under
these agreements is at variable rates of interest which
are established periodically, and are related to market
interest rates, based on Eurocurrency deposit rates and
weighted average yields of domestic instruments de-
nominated in the five currencies in the SDR valuation
basket.

Bilateral Arrangement with Japan

In December 1986, the Fund and the Government of
Japan agreed to an arrangement under which Japan
will make available to the Fund SDR 3 billion to help
finance the Fund's support of adjustment programs of
member countries. Calls under the agreement may be
made by the Fund over a period of four years beginning
March 31, 1987. This period may be extended for up
to two years if an extension is considered to be war-
ranted in the light of the Fund's liquidity and borrowing
needs. Each call is for a period of six months and will
be renewable, at the option of the Fund, on the same
basis. The final maturity of each call, including renewals,
will be five years from the initial date of the call. Interest
on amounts borrowed under the arrangement is based
on the weighted average of six-month domestic interest
rates in the countries that make up the currency basket
of the SDR.

General Arrangements to Borrow (GAB)

Under the General Arrangements to Borrow and an
associated agreement with a nonparticipant to the GAB,
the Fund may borrow up to SDR 17 billion when
supplementary resources are needed to forestall or to
cope with an impairment of the international monetary
system. The GAB became effective from October 24,
1962 and has been renewed until December 25, 1993.

Borrowing Guidelines

The Fund has established guidelines for borrowing,
which provide that the Fund will not allow the total of
outstanding borrowing, plus unused credit lines, to
exceed the range of 50 to 60 percent of the total of
Fund quotas. Since all GAB lines of credit are unlikely
to be called upon at the same time, the total of outstand-,
ing borrowing shall include either outstanding borrow-
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ing by the Fund under the GAB, or two thirds of the
total credit lines under the GAB and associated agree-
ments, whichever is the greater. The borrowing guide-
lines are subject to review by the Executive Board. Total
outstanding borrowing and unused credit lines, calcu-
lated in accordance with these guidelines, at April 30,
1988 was equal to 29.3 percent of quotas (34.8 percent
of quotas at April 30, 1987).

8. Commitments Under Stand-By Arrangements,
Extended Arrangements, and Arrangements
Under the Structural Adjustment Facility

At April 30, 1988, 45 arrangements were in effect
and undrawn balances under these arrangements
amounted to SDR 2,085.95 million. These arrangements
are listed in Schedule 4.

9. Administrative Expenses

The Fund incurs administrative expenses, primarily
for salaries, travel, and other administrative needs, in
accordance with an administrative budget approved by
the Executive Board. The General Resources Account
is reimbursed for expenses incurred in administering
the SDR Department and the Special Disbursement
Account.

The Fund has certain commercial deposits and re-
ceivables relating to its administrative activities. These
deposits and receivables are not subject to the mainte-
nance of value obligations.

In addition to the payment of various allowances to
or on behalf of Executive Directors and staff, the Fund
has a contributory retirement plan. All contributions to
the Plan and all other assets, liabilities, and income of
the Plan are administered separately outside of the
General Department and can be used only for the
benefit of the participants in the Plan and their benefi-
ciaries. Participants contribute a fixed percentage of
pensionable remuneration. The Fund contributes the
remainder of the cost of funding the Plan, which for

financial years through April 30, 1987 included lump-
sum payments to the Plan to amortize experience losses
over a 15-year period and to fund future expenses of
any cost of living increases in excess of 2 percent per
annum.

Beginning May 1, 1987 the Fund began using the
aggregate actuarial method for determining its pension
cost and for funding the Plan. Under this method the
employer's contributions, including those for cost of
living adjustments and for experience gains and losses,
are spread over the expected future working lifetimes
of the active participants in the Plan and are determined
as a percent of pensionable remuneration of the active
participants. As a result of the change in the funding
method, there is no longer a requirement for the em-
ployer to make supplemental lump-sum payments to-
ward funding experience losses and cost of living in-
creases. Contributions by the Fund to the Staff Retirement
Plan for the year ended April 30, 1988 amounted to
SDR 14.6 million (SDR 25.3 million in 1987, which
included SDR 4.8 million for the amortization of earlier
experience losses and SDR 3.3 million to fund cost of
living supplements to beneficiaries).

The Fund also has established a Supplemental Retire-
ment Benefit Plan (SRBP) for the purpose of paying
certain benefits not payable from the Staff Retirement
Plan. Payments to the SRBP are made from the admin-
istrative budget. The assets of the SRBP are segregated
from other assets of the Fund and are held on behalf
of the participants and beneficiaries entitled to these
payments.

The Fund staff is entitled to accumulated annual
leave, up to a maximum of 60 days, which may be
commuted into a cash payment upon termination of
employment. In addition, upon the completion of five
years' service, each member of the staff is entitled to a
termination grant, subject to maximum amounts based
on years of service after July 1979. The Fund has elected
to account for these amounts as an expense as they are
earned.
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INTERNATIONAL MONETARY FUND

GENERAL DEPARTMENT
QUOTAS, FUND'S HOLDINGS OF CURRENCIES, MEMBERS' USE

OF FUND RESOURCES, AND RESERVE TRANCHE POSITIONS
as at April 30, 1988

(In thousands of SDRs)

Schedule 1

Fund's Holdings
of Currencies1

Afghanistan
Algeria
Antigua and Barbuda
Argentina
Australia

Austria
Bahamas, The
Bahrain
Bangladesh
Barbados

Belgium
Belize
Benin
Bhutan
Bolivia

Botswana
Brazil
Burkina Faso
Burma
Burundi

Cameroon
Canada
Cape Verde
Central African Republic
Chad

Chile
China
Colombia
Comoros
Congo

Costa Rica
Cote d'lvoire
Cyprus
Denmark
Djibouti

Dominica
Dominican Republic
Ecuador
Egypt
El Salvador

Equatorial Guinea
Ethiopia
Fiji
Finland
France

Quotas

86,700
623,100

5,000
1,113,000
1,619,200

775,600
66,400
48,900

287,500
34,100

2,080,400
9,500

31,300
2,500

90,700

22,100
1,461,300

31,600
137,000
42,700

92,700
2,941,000

4,500
30,400
30,600

440,500
2,390,900

394,200
4,500

37,300

84,100
165,500
69,700

711,000
8,000

4,000
112,100
1 50,700
463,400
89,000

18,400
70,600
36,500

574,900
4,482,800

Total

81,856
528,613

4,999
3,990,356
1,430,383

481,550
55,693
21,330

658,016
44,571

1,699,186
15,021
29,281

1,930
187,521

6,991
4,084,282

24,067
144,291
33,558

92,498
2,616,479

4,501
55,000
37,339

1,437,315
2,686,029

394,203
4,501

46,332

166,258
620,793

65,023
563,425

6,765

9,529
298,633
520,257
585,652
90,940

23,809
113,183
32,800

422,462
3,205,136

Percent
of quota

94.4
84.8

100.0
358.5

88.3

62.1
83.9
43.6

228.9
130.7

81.7
158.1
93.5
77.2

206.7

31.6
279.5

76.2
105.3

78.6

99.8
89.0

100.0
180.9
122.0

326.3
112.3
100.0
100.0
124.2

197.7
375.1

93.3
79.2
84.6

238.2
266.4
345.2
126.4
102.2

129.4
160.3
89.9
73.5
71.5

Use of
Fund

Resources
—
—
—

2,877,338
—
—
—
—

392,916
12,636

7,425
—
—

96,800

2,622,884
—

7,288
—

—
—

24,688
7,000

996,815
597,725

—
—

9,500

82,138
455,294

—
—
—

5,535
186,531
369,528
122,250

1,938

5,400
42,570

4,156
—
—

Reserve
Tranche
Positions

4,847
94,487

2
—

188,834

294,055
10,707
27,572
22,403

2,166

381,252
1,908
2,024

570
4

15,112
—

7,535
—

9,156

204
324,531

—
111
264

—
302,608

—

482

2
4,678

147,590
1,237

9
—
—
6

—
—
—

7,872
152,444

1,277,700
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Schedule 1
(continued)

Fund's Holdings
of Currencies1

Gabon
Gambia, The
Germany, Federal Republic of
Ghana
Greece

Grenada
Guatemala
Guinea
Guinea-Bissau
Guyana

Haiti
Honduras
Hungary
Iceland
India

Indonesia
Iran, Islamic Republic of
Iraq
Ireland
Israel

Italy
Jamaica
Japan
Jordan
Kampuchea, Democratic

Kenya
Kiribati
Korea
Kuwait
Lao People's Democratic Republic

Lebanon
Lesotho
Liberia
Libyan Arab Jamahiriya
Luxembourg

Madagascar
Malawi
Malaysia
Maldives
Mali

Malta
Mauritania
Mauritius
Mexico
Morocco

Mozambique
Nepal
Netherlands
New Zealand
Nicaragua

Quotas

73,100
17,100

5,403,700
204,500
399,900

6,000
108,000
57,900

7,500
49,200

44,100
67,800

530,700
59,600

2,207,700

1 ,009,700
660,000
504,000
343,400
446,600

2,909,100
145,500

4,223,300
73,900
25,000

142,000
2,500

462,800
635,300

29,300

78,700
15,100
71,300

515,700
77,000

66,400
37,200

550,600
2,000

50,800

45,100
33,900
53,600

1,165,500
306,600
61,000
37,300

2,264,800
461,600

68,200

Total

120,601
32,308

2,857,070
724,039
328,912

6,704
142,158
78,910

8,906
120,948

75,986
107,266

1,015,993
55,582

4,301,782

1,442,142
589,239
504,015
214,278
446,606

1,933,883
576,187

2,331,797
124,124
37,494

399,809
2,501

796,969
432,879

29,300

59,869
13,823

276,710
272,201

64,770

205,242
115,903
394,051

1,996
91,914

15,602
70,101

154,172
5,075,358
1,054,208

61,000
50,249

1,712,229
461,461

68,210

Percent
of quota

165.0
188.9
52.9

354.1
82.2

111.7
131.6
136.3
118.8
245.8

172.3
158.2
191.4
93.3

194.9

142.8
89.3

100.0
62.4

100.0

66.5
396.0

55.2
168.0
150.0

281.6
100.0
172.2
68.1

100.0

76.1
91.5

388.1
52.8
84.1

309.1
311.6

71.6
99.8

180.9

34.6
206.8
287.6
435.5
343.8
100.0
134.7

75.6
100.0
100.0

Use of
Fund

Resources

47,530
15,240

—
519,535

—

703
34,152
21,000

1,406
71,745

31,930
39,464

485,289

2,581,250

504,862
—
—
—
—

430,621
—

50,225
12,500

270,009

334,813

—

205,429
—
—

138,840
80,903

—

49,800

36,192
100,606

3,909,836
747,628

—
18,650

—
—
—

Reserve
Tranche
Positions

33
46

2,546,660
2

70,988

—
—

2

—

70
—
—

4,025
487,179

72,425
70,770

—
129,134

—

975,244
—

1,891,531
2
7

12,218
—

676
202,432

—

18,833
1,279

28
243,505

12,230
—

2,203
156,580

4
8,688

29,529
—
36
—
22

7
5,707

552,580
157
—
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Schedule 1
(continued)

Fund's Holdings
of Currencies1

Niger
Nigeria
Norway
Oman
Pakistan

Panama
Papua New Guinea
Paraguay
Peru
Philippines

Poland
Portugal
Qatar
Romania
Rwanda

St. Kitts and Nevis
St. Lucia
St. Vincent
Sao Tome and Principe
Saudi Arabia

Senegal
Seychelles
Sierra Leone
Singapore
Solomon Islands

Somalia
South Africa
Spain
Sri Lanka
Sudan

Suriname
Swaziland
Sweden
Syrian Arab Republic
Tanzania

Thailand
Togo
Tonga
Trinidad and Tobago
Tunisia
Turkey
Uganda
United Arab Emirates
United Kingdom
United States

Uruguay
Vanuatu
Venezuela
Viet Nam
Western Samoa

Quotas

33,700
849,500
699,000

63,100
546,300

102,200
65,900
48,400

330,900
440,400

680,000
376,600
114,900
523,400
43,800

4,500
7,500
4,000
4,000

3,202,400

85,100
3,000

57,900
92,400

5,000

44,200
915,700

1 ,286,000
223,100
169,700

49,300
24,700

1 ,064,300
139,100
107,000

386,600
38,400

3,250
170,100
138,200
429,100

99,600
202,600

6,194,000
17,918,300

163,800
9,000

1,371,500
1 76,800

6,000

Total

78,780
849,490
219,264

32,566
1,062,336

346,106
58,960
30,356

926,367
1,189,327

680,002
554,916

89,284
796,371

35,175

4,488
7,500
4,000
4,003

2,629,992

267,409
2,968

115,752
14,492
5,853

152,511
915,685
663,597
482,288
775,005

49,301
25,797

797,318
139,103
152,483

967,424
90,387

2,512
153,915
343,926
793,391
259,908

75,831
4,913,161

10,461,761

429,467
7,405

1,072,232
205,195

10,231

Percent
of quota

233.8
100.0
31.4
51.6

194.5

338.7
89.5
62.7

280.0
270.1

100.0
147.3
77.7

152.2
80.3

99.7
100.0
100.0
100.1
82.1

314.2
98.9

199.9
15.7

117.1

345.0
100.0
51.6

216.2
456.7

100.0
104.4
74.9

100.0
142.5

250.2
235.4

77.3
90.5

248.9
184.9
261.0

37.4
79.3
58.4

262.2
82.3
78.2

116.1
170.5

Use of
Fund

Resources

53,640
—
—
—

516,079

243,905
—
—

595,438
787,704

—
208,013

—
272,966

—
—
—
—
—
—

183,290
—

57,863
—

1,370

108,305
—
—

259,203
605,301

1,125
—
—

45,470

609,624
52,188

—
—

205,710
396,563
160,301

—
—
—

265,660
—
—

28,395
4,230

Reserve
Tranche
Positions

8,560
68

479,741
30,583

46

14
6,941

18,049
—

38,826

—
29,697
25,617

—
8,627

15
2

572,411

988
35
24

77,922
521

—
16

622,406
21

7
—
30

266,984
5

—

28,804
206
738

16,188
—

32,275
—

126,770
1 ,280,942
7,461,227

—
1,596

299,273
5

—
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Yemen Arab Republic
Yemen, People's Democratic Republic of
Yugoslavia
ZaTre
Zambia

Zimbabwe
Totals3

Quotas

43,300
77,200

613,000
291,000
270,300

191,000
89,987,550

Fund's Holdings
of Currencies1

Percent
Total of quota

43,289 100.0
77,201 100.0

1,812,308 295.6
836,607 287.5
944,780 349.5

270,095 141.4
95,609,684

Use of
Fund

Resources

1,199,293
545,606
674,498

79,132
27,829,384

Schedule 1
(concluded)

Reserve
Tranche
Positions

15

22

39
22,213,454

1 Includes nonnegotiable, non-interest-bearing notes which members are entitled to issue in substitution for currency.
2 Less than SDR 500.
3 Details may not add to totals due to rounding.
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INTERNATIONAL MONETARY FUND

GENERAL DEPARTMENT
MEMBERS' PURCHASES SUBJECT TO REPURCHASE BY YEAR OF SCHEDULED REPURCHASEI

as at April 30, 1988

(In thousands of SDRs)

Schedule 2

Financial
Year

Ending
April 30

1989
1990
1991
1992
1993
1994
1995
1996
1997
1998

Totals4

Ordinary Resources

Credit
tranches

1,560,232
1,525,178
1,576,564

890,425
179,694

—
—
—
—
—

5,732,094

Extended
Fund

facility

1,110,750
1,064,807
1,065,480

971,569
769,106
526,413
165,763
48,237
28,336
11,322

5,761,783

Compen-
satory

financing

1,454,593
685,873
856,334
973,176
372,258

—
—
—
—
—

4,342,235

Buffer
stock

financing

2,970
—
—
—
—
—
—
—
—
—

2,970

Borrowed Resources
Supple-
mentary

financing

1,330,780
653,453
176,613

— .
—
—
—
—
—
—

2,160,846

Enlarged
access

2,409,807
2,195,585
1,998,948
1,396,556

902,229
607,410
318,907

—
—
—

9,829,442

Total

7,875,3762'3

6,124,895
5,673,939
4,231,726
2,223,287
1,133,823

484,670
48,237
28,336
11,322

27,835,612

1 A member is entitled to repurchase at any time holdings of its currency subject to charges and is expected to make repurchases as
and when its balance of payments and reserve position improve.

2 This total includes SDR 6.244 million of reserve tranche purchases made prior to April 1, 1978 which are subject to repurchase.
3 The total of members' purchases subject to repurchase exceeds the outstanding use of Fund credit by SDR 6.22 million because certain

purchases made prior to the Second Amendment of the Articles of Agreement effective on April 1, 1978 which do not represent the
extension of Fund credit must be repurchased in accordance with the repurchase terms then in effect.

4 Details may not add to totals due to rounding.
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INTERNATIONAL MONETARY FUND

GENERAL DEPARTMENT
SCHEDULED REPAYMENTS OF FUND BORROWING

as at April 30, 1988

(In thousands of SDRs)

Schedule 3

Periods of Repayment1

Financial Years
Ending April 30

1989

1990

1991

1992

1993
1994

1995
Totals3

Supplementary
Financing

Facility

1,084,587

519,015

123,788

—

—

—
—

1,727,390

Enlarged
Access

Resources

2,605,0282

2,388,0002

1,035,000

575,000

350,000

300,000

75,000
7,328,028

Other Total

— 3,689,615

— 2,907,015

— 1,158,788

15,000 590,000

— 350,000

— 300,000

— 75,000
15,000 9,070,418

1 Dates of repayment are the dates provided in the borrowing agreements between the Fund and lenders, including maximum periods
of renewals which are at the Fund's option. The borrowing agreements also permit earlier repayments in certain circumstances.

2 Includes short-term borrowing with original maturities not exceeding three years.
3 Details may not add to totals due to rounding.
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Schedule 4

INTERNATIONAL MONETARY FUND

GENERAL DEPARTMENT
STATUS OF STAND-BY ARRANGEMENTS, EXTENDED ARRANGEMENTS,

AND ARRANGEMENTS UNDER THE STRUCTURAL ADJUSTMENT FACILITY
as at April 30, 1988

(In thousands of SDRs)

Member Date of Arrangement
GENERAL RESOURCES ACCOUNT
STAND-BY ARRANGEMENTS

Argentina July 23, 1987
Central African Rep. June 1, 1987
Costa Rica October 28, 1987
Cote d'lvoire February 29, 1988
Ecuador January 4, 1988

Egypt May 15, 1987
Gabon December 22, 1986
Guinea July 29, 1987
Jamaica March 2, 1987
Kenya February 1, 1988

Malawi March 2, 1988
Mauritania May 4, 1987
Philippines October 24, 1986
Senegal October 26, 1987
Somalia June 29, 1987

Togo March 16, 1988
Tunisia November 4, 1986
Zaire May 15, 1987

EXTENDED ARRANGEMENTS
Chile August 15, 1985
Ghana November 6, 1987

TOTAL GENERAL RESOURCES ACCOUNT

SPECIAL DISBURSEMENT ACCOUNT
STRUCTURAL ADJUSTMENT FACILITY

Bangladesh February 6, 1987
Bolivia December 15, 1986
Burundi Augusts, 1986
Central African Rep. June 1, 1987
Chad October 30, 1 987

Dominica November 26, 1 986
Gambia, The September 1 7, 1 986
Ghana November 11, 1987
Guinea July 29, 1987
Guinea-Bissau October 14, 1987

Haiti December 17, 1986
Kenya February 4, 1988
Madagascar August 31,1 987
Mauritania September 22, 1986
Mozambique June 8, 1987

Nepal October 14, 1987
Niger November 17, 1986
Senegal November 10, 1986
Sierra Leone November 14, 1986
Somalia June 29, 1987

Sri Lanka March 4, 1 988
Tanzania October 30, 1 987
Togo March 16, 1988
Uganda June 15, 1987
Zaire May 15, 1987

TOTAL SPECIAL DISBURSEMENT ACCOUNT1

TOTAL GENERAL DEPARTMENT1

Expiration

September 30, 1988
May 31, 1988
March 31, 1989
April 30, 1989
February 28, 1989

November 30, 1988
December 31, 1988
August 28, 1988
May 31, 1988
July 31, 1989

May 30, 1989
May 3, 1988
August 23, 1988
October 25, 1988
February 28, 1989

April 15, 1989
May 31, 1988
May 14, 1988

August 14, 1988
November 5, 1990

February 5, 1990
December 14, 1989
August 7, 1989
May 31, 1990
October 29, 1990

November 25, 1989
September 16, 1989
November 10, 1990
July 28, 1990
October 13, 1990

December 16, 1989
February 3, 1991
August 30, 1990
September 21, 1989
June 7, 1990

October 13, 1990
November 16, 1989
November 9, 1989
November 13, 1989
June 28, 1990

March 3, 1991
October 29, 1 990
March 15, 1991
June 14, 1990
May 14, 1990

Total
Amount
Agreed

947,500
8,000

40,000
94,000
75,350

250,000
98,685
1 1 ,600
85,000
85,000

13,020
10,000

198,000
21,275
33,150

13,000
103,650
100,000

2,187,230

750,000
245,400
995,400

3,182,630

182,563
57,595
27,115
19,304
19,431

2,540
10,859

129,858
36,767
4,763

28,004
90,170
42,164
21,527
38,735

23,686
21,400
54,039
36,767
28,067

141,669
67,945
24,384
63,246

184,785
1,357,376
4,540,006

Undrawn
Balance

331,000
7,000

40,000
87,000
60,280

1 34,000
51,155
1 1 ,600
15,000
69,350

3,770
—

70,000
8,600

27,620

10,410
12,650
75,500

1,014,935

1 00,000
197,850
297,850

1,312,785

38,813
39,455
18,575
13,224
13,311

540
2,309

88,958
25,187

3,263

19,184
61,770
28,884
4,577
8,235

16,226
4,550

1 1 ,489
25,187
19,227

97,049
46,545
16,704
43,326

126,585
773,166

2,085,951

1 Details may not add due to rounding.
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INTERNATIONAL MONETARY FUND

SDR DEPARTMENT
STATEMENT OF ALLOCATIONS AND HOLDINGS

as at April 30, 1988
(In thousands of SDRs)

ALLOCATIONS
Net cumulative allocations of SDRs to participants
Charges due but not paid (Note)

HOLDINGS
Participants with holdings above allocations

Allocations
Net receipt of SDRs

Participants with holdings below allocations
Allocations
Net use of SDRs

1988

21,433,330
25,437

21,458,767

10 920,340
5,307,570

16,227,910

10,512,990
6,114,076
4,398,914

1987

21,433,330
15,602

21,448,932

10,279,960
5,093,957

15,373,917

11,153,370
7,060,080
4,093,290

Total holdings by participants 20,626,824 19,467,207
General Resources Account 770,306 1,960,286
Prescribed holders 61,637 21,439

21,458,767 21,448,932

The accompanying note is an integral part of the financial statements.

/s/ GERHARD LASKE /s/ M. CAMDESSUS
Treasurer Managing Director
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Total

INTERNATIONAL MONETARY FUND

SDR DEPARTMENT
STATEMENT OF RECEIPT AND USE OF SDRs

for the year ended April 30, 1988
(In thousands of SDRs)

General
Rp<;ni.rrP<; PrP<;rrihpH Total

Participants

Total holdings as of April 30, 1 987

Receipt of SDRs
Transfers among participants and prescribed holders

Transactions with designation
Transactions by agreement
Operations

Loans
Forward operations
Settlement of financial obligations

Fund-related operations
Subsidy payments
SAF loan
SAF repayments and interest
Trust Fund repayments and interest
Special charges on SAF and Trust Fund

Net interest on SDRs
Transfers from participants to General

Resources Account
Repurchases
Charges . .
Quota payments
Interest on SDRs
Assessment on SDR allocation
Adjustments

Transfers from General Resources Account to
participants and prescribed holders

Purchases . .
Repayments of Fund borrowings
Interest on Fund borrowings
In exchange for currencies of other members

Acquisitions to pay charges
Remuneration
Other

Refunds and adjustments

Total receipts

19,467,207

986,444
7,091,780

68,781
246,800

23,792

27,553
215,380

302,891

1 ,848,005
1,529,526

565,894

401,992
932,256

31,301

14,272,395

Account Holders 1988

1,960,286 21,439 21,448,932

986,444
243,500 7,335,280

68,781
246,800

200,886 224,678

27,553
215,380

697 697
52,532 52,532

5 5
2,206 305,097

2,517,902 2,517,902
2,002,086 2,002,086

81,260 81,260
3,659 3,659
2,817 2,817

1 ,848,005
469,938 1,999,464

18,792 584,686

401,992
932,256

31,301

4,607,724 988,556 19,868,675

1987
21,445,537

1,275,682
3,925,378

135,568

478,150

59,677
112,660

9

305,982

1,671,210
2,283,419

154,928
161,676

4,0711

1,778,624
1,006,908

403,518

750,194
1,087,896

9,520

15,605,070
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Participants

General
Resources
Account

Prescribed
Holders

Total
1988 1987

Use of SDRs
Transfers among participants and prescribed holders

Transactions with designation
Transactions by agreement
Operations

Loans
Forward operations
Settlement of financial obligations

Fund-related operations
Subsidy payments
SAF loan
SAF repayments and interest
Trust Fund repayments and interest
Special charges on SAF and Trust Fund

Transfers from participants to General
Resources Account

Repurchases
Charges
Quota payments
Assessment on SDR allocation
Adjustments

Transfers from General Resources Account to
participants and prescribed holders

Purchases
Repayments of Fund borrowings
Interest on Fund borrowings
In exchange for currencies of other members

Acquisitions to pay charges
Remuneration
Other

Refunds and adjustments

Charges paid in the SDR Department
Net charges due
Charges not paid when due
Settlement of unpaid charges

Total uses

Total holdings as of April 30, 1 988

986,444
6 722 334

246,800
200,980

697
52,532

5

2,517,902
2,002,086

3 659
2,817

1 ,848 005
1 ,999,464

584,686

401,992
932,256

31,301

386 357
(34 428)

24,593

13,112,778 5,797,704

20,626,824 770,306

986,444
612946 7335280

68 781 68 781
246 800

23,698 224,678

27 553 27 553
215 380 215 380

697
52,532

5

2,517,902
2,002,086

3 659
2,817

1 ,848 005
1 ,999,464

584,686

401,992
932,256

31,301

386 357
(34 428)

24,593

948,358 19,858,840

61,637 21,458,767

1,275,682
3 925 378

135 568

478,150

59 677
1 1 2 660

9

1,671,210
2,283,419

154 928
4,071

1,778,624
1 ,006,908

403,518

750,194
1,087,896

9,520

467 659
(35 224)

31,828

15,601,675

21,448,932

The accompanying note is an integral part of the financial statements.
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INTERNATIONAL MONETARY FUND
SDR DEPARTMENT

NOTE TO THE FINANCIAL STATEMENTS

SDR Department

All transactions and operations involving SDKs are
conducted through the SDR Department. SDRs do not
constitute claims by holders against the Fund to provide
currency, except in connection with the termination of
participation or liquidation. SDRs are allocated by the
Fund to members that are participants in the SDR
Department in proportion to their quotas in the Fund.
Allocations were made in 1970, 1971, and 1972, totaling
SDR 9.3 billion. Further allocations were made, in 1979,
1980, and 1981, totaling SDR 12.1 billion. The Fund is
empowered to prescribe certain official entities as holders
of SDRs: to date, 16 institutions have been prescribed as
holders. These prescribed holders do not receive alloca-
tions and cannot use or receive SDRs in designation.

Uses of SDRs

Participants and prescribed holders can use and re-
ceive SDRs in transactions and operations by agreement
among themselves. Participants can also use SDRs in
operations involving the General Resources Account,
such as the payment of charges and repurchases. In
addition, the Fund ensures, by designating participants
to provide freely usable currency in exchange for SDRs,
that a participant can use its SDRs to obtain such
currency if it has need because of its balance of payments
or its reserve position or development in its reserves. A
participant is not obliged to provide currency for SDRs
beyond the point at which its holdings of SDRs in excess
of its net cumulative allocation are equal to twice its net
cumulative allocation. A participant may, however, pro-
vide currency in excess of the obligatory limit or any
agreed higher limit.

Interest, Charges, and Assessment

Interest is paid to each holder on its holdings of SDRs.
Charges are levied at the same rate on each participant's
net cumulative allocation plus any negative balance
of the participants or unpaid charges. Interest on
SDR holdings is paid and charges on net cumulative
allocations are collected on a quarterly basis. Interest
and charges are settled by crediting and debiting
individual holdings accounts on the first day of the
subsequent quarter. The Fund is required to pay interest
to each holder, whether or not sufficient SDRs are
received in payment of charges. At April 30, 1988, the
amount of unpaid charges amounted to SDR 25.4
million from seven members, of which SDR 19.0
million from six members was overdue for six months
or more.

The SDR interest rate is determined by reference to
a combined market interest rate, which is a weighted
average of yields or rates on short-term instruments in
the capital markets of France, the Federal Republic of
Germany, Japan, the United Kingdom, and the United
States. The combined market interest rate used to de-
termine the SDR interest rate is calculated each Friday,
using the yields or rates of that day. The SDR interest
rate, which is set equal to the combined market interest
rate, enters into effect on the following Monday and
applies until the end of the following Sunday.

The expenses of conducting the business of the SDR
Department are paid by the Fund from the General
Resources Account, which is reimbursed in SDRs at the
end of each financial year. For this purpose, the Fund
levies an assessment, at the same rate for all participants,
on their net cumulative allocation.
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INTERNATIONAL MONETARY FUND

SUPPLEMENTARY FINANCING FACILITY
SUBSIDY ACCOUNT

BALANCE SHEET
as at April 30, 1988

(In thousands of SDRs)
(Note 1)

ASSETS

Interest-earning deposits (Note 2)

Accrued interest on deposits

Total

RESOURCES

Resources — Account balance

1988 1987

63,686 110,895

2,250 4,334

65,936 115,229

65,936 115,229

The accompanying notes are an integral part of the financial statements.

/s/ GERHARD LASKE /s/ M. CAMDESSUS
Treasurer Managing Director
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INTERNATIONAL MONETARY FUND

SUPPLEMENTARY FINANCING FACILITY
SUBSIDY ACCOUNT

STATEMENT OF CHANGES IN RESOURCES
for the year ended April 30, 1988

(In thousands of SDRs)
(Note!)

1988 1987
Balance at beginning of the year

Investment income
Transfers to the Special Disbursement Account

Balance before subsidy payments
Subsidy payments (Note 3)

Balance at end of the year

115,229
4,888

(26,628)
93,489
27,553
65,936

189,362
11,014

(25,470)
1 74,906
59,677

115,229

The accompanying notes are an integral part of the financial statements.
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INTERNATIONAL MONETARY FUND
SUPPLEMENTARY FINANCING FACILITY

SUBSIDY ACCOUNT
NOTES TO THE FINANCIAL STATEMENTS

Purpose

The Supplementary Financing Facility Subsidy Ac-
count, which is administered by the Fund, was estab-
lished in December 1980 to assist low-income developing
members to meet the cost of using resources made
available through the Fund's supplementary financing
facility and under the policy on exceptional use. The
assets of the Supplementary Financing Facility Subsidy
Account are separate from the assets of all other ac-
counts of or administered by the Fund and are not used
to discharge liabilities or to meet losses incurred in the
administration of other accounts. The Supplementary
Financing Facility Subsidy Account became operational
in May 1981 and the first subsidy payments were made
in December of that year. The resources of the Account
arise from contributions and loans from members, in-
terest income earned on investments, and transfers of
amounts received in interest and loan repayments from
the Trust Fund through the Special Disbursement Ac-
count. In July 1985, the Fund determined that the
resources of the Supplementary Financing Facility Sub-
sidy Account were sufficient to meet its estimated needs,
and transfers from the Trust Fund were terminated.
Resources considered to be in excess of the estimated
needs are transferred back to the Special Disburse-
ment Account. As of April 30, 1988, SDR 67.1 million
(SDR 40.5 million at April 30, 1987) has been trans-
ferred back to the Special Disbursement Account from
the Subsidy Account.

1. Accounting Practices

Unit of Account

The accounts of the Supplementary Financing Facility
Subsidy Account are expressed in terms of the SDR. At
present, the currency value of the SDR is determined
by the Fund each day by summing the values in U.S.
dollars, based on market exchange rates, of a basket of
five specified currencies as follows:

Currencies Amounts

U.S. dollar
Deutsche mark
French franc
Japanese yen
Pound sterling

0.452
0.527
1.02

33.4
0.0893

Basis of Accounting

The accounts are maintained on an accrual basis and,
accordingly, income is recognized as it is earned and
expenses are recorded as they are incurred. It is the
practice of the Fund to make all calculations on the basis
of the exact number of days in the accounting period.

Contributions

Contributions to the Supplementary Financing Facil-
ity Subsidy Account are made in currencies which are
valued in terms of SDRs on the basis of exchange rates
against the SDR at the time of receipt. Cumulative
contributions to the Supplementary Financing Fa-
cility Subsidy Account at April 30, 1988 amounted to
SDR 57.39 million.

2. Interest-Earning Deposits

To avoid exchange risks, the assets of the Account,
pending their disbursement, are held in the form of
interest-earning SDR-denominated time deposits.

3. Subsidy Payments

The amount of the subsidy is calculated as a percent-
age per annum of the average daily balances in each
year of the Fund's holdings of recipient members' cur-
rencies subject to the schedule of charges applicable to
the supplementary financing facility and the policy on
exceptional use. The rate of subsidy to be paid is
determined by the Fund in the light of the resources
available and the subsidy may not exceed the equivalent
of 3 percent per annum of the currency holdings to
which the supplementary financing facility and charges
on exceptional use apply, nor reduce the effective charge
on such holdings below the rate of charge which would
have been applicable had they been acquired under the
Fund's policies on the regular use of its resources.
Subsidy payments are not disbursed to members that
have not paid the charges to which the subsidy applies.
At April 30, 1988, subsidy payments totaling SDR 3.2
million (SDR 1.7 million at April 30, 1987) had not been
made to five members (two members at April 30, 1987).
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INTERNATIONAL MONETARY FUND

TRUST FUND
BALANCE SHEET

as at April 30, 1988
(In thousands of SDRs)

(Note 1)

ASSETS

Loans (Note 2) . . .
Interest and special charges receivable ar
Investments, at cost (which approximates
Accrued interest on investments

Total

TRUST RESOURCES AND LIABILITIES

Trust resources
Liabilities —

Undistributed profits from sale of gold (
Deferred income (Note 3)
Borrowing (Note 5)
Accrued interest on borrowing

Total

id accrued (Note 3)
market value)

Note 4)

1988

1,129,401
9,633
2,935

74

1,142,043

1,130,273

2,885
7,897

987
1

1,142,043

1987

1,657,551
6,902
3,115

67

1,667,635

1,658,832

3,055
4,293
1,4533

2

1,667,635

The accompanying notes are an integral part of the financial statements.

Isl GERHARD LASKE Isl M. CAMDESSUS
Treasurer Managing Director
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INTERNATIONAL MONETARY FUND

TRUST FUND
STATEMENT OF INCOME AND EXPENSE
for the year ended April 30, 1988

(In thousands of SDRs)
(Note!)

Income

Interest and special charges on loans (Note 2)
Deduct income deferred (Note 3)

Investment income

Exchange valuation gain

Less — Interest expense on borrowing (Note 5)

Net income

1988

9,802
3,604

6,198

190

56

6,444

5

6,439

1987

11,691
1,958
9,733

211

2

9,946

8

9,938

The accompanying notes are an integral part of the financial statements.
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INTERNATIONAL MONETARY FUND

TRUST FUND
STATEMENT OF CHANGES IN TRUST RESOURCES

for the year ended April 30, 1988

(In thousands of SDRs)
(Note!)

1988 1987

Balance at beginning of the year
Net income

Balance before transfers to the Special
Disbursement Account

Transfers to the Special Disbursement
Account (Note 6)

1,658,832
6,439

1,665,271

534,998

2,238,570
9,938

2,248,508

589,676

Balance at end of the year 1,130,273 1,658,832

The accompanying notes are an integral part of the financial statements.
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INTERNATIONAL MONETARY FUND
TRUST FUND

NOTES TO THE FINANCIAL STATEMENTS

Purpose

The Trust Fund, which is administered by the Fund
as Trustee, was established in 1976 to provide balance
of payments assistance on concessional terms to eligible
members that qualify for assistance. The resources of
the Trust Fund are separate from the assets of all other
accounts of or administered by the Fund and are not
used to discharge liabilities or to meet losses incurred
in the administration of other accounts.

1. Accounting Practices

Unit of Account

The accounts of the Trust Fund are expressed in
terms of the SDR. At present, the currency value of the
SDR is determined by the Fund each day by summing
the values in U.S. dollars, based on market exchange
rates, of a basket of five specified currencies as follows:

Currencies

U.S. dollar
Deutsche mark
French franc
Japanese yen
Pound sterling

Amounts

0.452
0.527
1.02

33.4
0.0893

Basis of Accountingng

The accounts are maintained on an accrual basis and,
accordingly, income is recognized as it is earned and
expenses are recorded as they are incurred, except that
income from interest from members that are overdue
in their obligations to the Fund by six months or more
is deferred and is recognized as income only when paid
unless the member has remained current in settling
charges when due (see Note 3). The expenses of con-
ducting the business of the Trust Fund that are paid
from the General Department of the Fund are reim-
bursable by the Trust Fund on the basis of an estimate
of these expenses. Following the termination of the
Trust Fund on April 30, 1981, residual administrative
costs have been absorbed by the General Department.
It is the practice of the Fund to make all calculations on
the basis of the exact number of days in the accounting
period.

2. Loans

Loans were made from the Trust Fund to those
eligible members that qualified for assistance in accord-

ance with the provisions of the Trust Fund Instrument.
The final loan disbursements were made on March 31,
1981. Each loan disbursement is repayable in ten semi-
annual installments which shall begin not later than the
end of the first six months of the sixth year, and be
completed at the end of the tenth year after the date of
disbursement, except that most of the final loan dis-
bursements made to members on March 31, 1981 that
amounted to about 0.4 percent of quotas are to be
repaid in a single installment not later than ten years
after the date of that disbursement. Interest on the
outstanding loan balances is charged at the rate of }/2 of
1 percent per annum, and special charges are levied on
late payments of interest and principal.

3. Deferred Income

At April 30, 1988, seven members (six members at
April 30, 1987) with obligations to the Trust Fund were
late by six months or more in discharging their obliga-
tions to the Fund and were also not current in settling
charges as they fell due. For these seven members the
recognition of income from interest on the outstanding
loans is being deferred. At April 30, 1988, the total
amount of deferred income, reflected in the balance
sheet as interest and special charges receivable and
accrued and as deferred income amounts to SDR 7.9
million (SDR 4.3 million at April 30, 1987). Total out-
standing loans to these members were as follows (in
millions of SDRs):

April 30

1988
205.1
125.6
101.4

1987

195.8
78.5
59.1

Total
Amounts overdue
Amounts overdue six months or more

4. Direct Distribution of Profits

The Fund decided that the Trustee make, through
the Trust Fund, the direct distribution of part of the
profits from the sale of gold for the benefit of devel-
oping members. The share of each developing member
in this direct distribution of profits was calculated on
the basis of its share in total Fund quotas as at Au-
gust 31, 1975 and on the basis of the actual profits
realized in the gold auctions.

The direct distribution of profits has been completed,
except that an amount of US$3,990,776, representing
the share of Democratic Kampuchea, will continue to
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be held in the Trust Fund until relations with that
member have been restored.

5. Borrowing

One beneficiary of the direct distribution of profits
from the Trust Fund has lent a part of its entitlements
to the Trust Fund. The amounts borrowed by the Trust
Fund are repayable in five equal annual installments
beginning not later than the end of the sixth year after
the date of borrowing. Interest on the amounts out-
standing is paid at the same rate as interest is charged
on Trust Fund loans, provided that the rate shall not
be less than l/2 of 1 percent per annum.

6. Termination and Transfer of Resources

The Fund, as Trustee, decided that upon the comple-
tion of the final loan disbursements, the Trust Fund
shall be terminated as of April 30, 1981. After that date,
the activities of the Trust Fund have been confined to
the completion of any unfinished business of the Trust
Fund and the winding up of its affairs.

The resources of the Trust Fund held on the termi-
nation date or subsequently received by the Trustee
have been employed to pay interest and principal when
due on loan obligations and to make transfers to the
Special Disbursement Account.
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INTERNATIONAL MONETARY FUND

ENHANCED STRUCTURAL ADJUSTMENT FACILITY TRUST

for

RESOURCES PROVIDED BY
Transfers of resources

COMBINED STATEMENT OF RESOURCES
AND CHANGES IN RESOURCES

the period March 24, 1988 to April 30, 1988
(In thousands of SDRsRs))

(Note 1)

Transfers from Special Disbursement Account
Contributions (Note 3)
Investment income

Balance, April 30, 1988

RESOURCES REPRESENTED BY
Investments (Note 2)
Accrued interest receivable

Total

Reserve
Account

90,009

532
90,541

89,326
1,215

90.541

Subsidy
Account

5 403
28

5,431

5 421
10

5.431

The accompanying notes are an integral part of the financial statement.

/s/ GERHARD LASKE I si M. CAMDESSUS
Treasurer Managing Director
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INTERNATIONAL MONETARY FUND
ENHANCED STRUCTURAL ADJUSTMENT FACILITY TRUST

NOTES TO THE FINANCIAL STATEMENT

Purpose

The Enhanced Structural Adjustment Facility Trust,
which is administered by the Fund as Trustee, was
established in December 1987 to provide loans on
concessional terms to low-income developing members
that qualify for assistance in order to support programs
to strengthen substantially and in a sustainable manner
their balance of payments position and to foster growth.
The resources of the Enhanced Structural Adjustment
Facility Trust are separate from the assets of all other
accounts of, or administered by, the Fund and may not
be used to discharge liabilities or to meet losses incurred
in the administration of other accounts.

The operations and transactions of the Enhanced
Structural Adjustment Facility Trust are to be conducted
through a Loan Account, a Reserve Account, and a
Subsidy Account. No activity had been conducted in the
Loan Account as of April 30, 1988.

Loan Account

The resources of the Loan Account shall consist of
the proceeds of loans made to the Enhanced Structural
Adjustment Facility Trust for the Loan Account, and
payments of principal and interest on loans extended
by the Enhanced Structural Adjustment Facility Trust.
Resources of the Loan Account will be committed to
qualifying member countries for a three-year period,
upon approval by the Trustee, in support of a three-
year macroeconomic and structural adjustment program
submitted by the member. Loans disbursed under the
Enhanced Structural Adjustment Facility Trust are re-
payable in ten semiannual installments commencing not
later than the end of the first six months of the sixth
year, and to be completed at the end of the tenth year
after the date of disbursement. Interest is charged on
the outstanding loan balances and is currently set at the
rate of Vz of 1 percent per annum. No loans had been
disbursed at April 30, 1988.

Reserve Account

The resources of the Reserve Account will consist of
transfers by the Fund from the Special Disbursement
Account; net earnings from investment of resources
held in the Reserve Account; net earnings from invest-
ment of any resources held in the Loan Account pend-
ing use of these resources in operations; payment of
overdue principal or interest or interest thereon under
Loan Account loans; and payments of interest under

Loan Account loans to the extent that payment has been
made to a lender from the Reserve Account.

The resources held in the Reserve Account will be
used by the Trustee to make payments of principal and
interest on its borrowings for the Loan Account to the
extent that the amount available from receipts of repay-
ments and interest from borrowers under the Loan
Account, together with the authorized interest subsidy,
are insufficient to cover payments to lenders as they
become due and payable.

Subsidy Account

The resources held in the Subsidy Account will consist
of the proceeds of donations made for the Subsidy
Account, the proceeds of loans made for the Subsidy
Account, and the net earnings from investment of
donated or borrowed resources held in the Subsidy
Account.

The resources available in the Subsidy Account will
be drawn by the Trustee to pay the difference, with
respect to each interest period, between the interest due
by the borrowers under the Enhanced Structural Ad-
justment Facility Trust and the interest due on resources
borrowed for Loan Account loans.

1. Accounting Practices

Unit of Account

The accounts of the Enhanced Structural Adjustment
Facility Trust are expressed in terms of the SDR. At
present, the currency value of the SDR is determined
by the Fund each day by summing the values in U.S.
dollars, based on market exchange rates, of a basket of
five specified currencies as follows:

Currencies Amounts

U.S. dollar
Deutsche mark
French franc
Japanese yen
Pound sterling

0.452
0.527
1.02

33.4
0.0893

Members are not obligated to maintain the SDR value
of their currency held by the accounts of the Enhanced
Structural Adjustment Facility Trust.

Basis of Accountingng

The accounts of the Enhanced Structural Adjustment
Facility Trust are maintained on the accrual basis and,
accordingly, income is recognized as it is earned and
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expenses are recorded as they are incurred. It is the
practice of the Trustee to make all calculations on the
basis of the exact number of days in the accounting
period. The expenses of conducting the business of the
Enhanced Structural Adjustment Facility Trust that are
paid by the General Resources Account of the Fund are
reimbursed on an annual basis by the Special Disburse-
ment Account.

2. Investments

Pending their use in operations and transactions, the
resources of the Enhanced Structural Adjustment Facil-
ity Trust shall be invested. Investments may be denom-
inated in SDRs or in currency. Balances held in
currency-denominated investments may give rise to val-
uation gains and losses. There were no currency-denom-
inated investments at April 30, 1988. Accrued interest
receivable includes amounts transferred from the Spe-
cial Disbursement Account.

3. Contributions
The Trustee may accept donations of resources for

the Subsidy Account on such terms and conditions as
may be agreed between the Trustee and the respective
contributors.

4. Borrowing

The Trustee may borrow resources for the Loan
Account on such terms and conditions as may be agreed
between the Trustee and the respective lenders. As at
April 30, 1988, borrowing agreements for the Loan
Account amounting to SDR 3.09 billion had been con-
cluded. At June 21, 1988, an additional agreement for
SDR 220 million had been concluded and there have
been no drawings under these agreements.

The Trustee may borrow resources for the Subsidy
Account on such terms and conditions as may be agreed
between the Trustee and the respective lenders. At
June 21, 1988, two borrowing agreements for the Sub-
sidy Account totaling SDR 60 million had been con-
cluded and there have been no drawings under these
agreements.
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ASSETS (Note 2)
Investment
Interest-earning deposit

Total assets

RESERVES
Account balance

INTERNATIONAL MONETARY FUND

VOLUNTARY CONTRIBUTION ACCOUNTS
BALANCE SHEET

as at April 30, 1988
(In thousands of U.S. dollars)

(Note!)

1 ,600
20,791

22,391

22,391

The accompanying notes are an integral part of the financial statements.

/s/ GERHARD LASKE /s/ M. CAMDESSUS
Treasurer Managing Director
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INTERNATIONAL MONETARY FUND

VOLUNTARY CONTRIBUTION ACCOUNTS
STATEMENT OF CHANGES IN RESOURCES

for the period December 24, 1987 to April 30, 1988

(In thousands of U.S. dollars)
(Note 1)

Account of

Contributions received

Interest received on deposits
and investments (Note 2)

Italy
8,216

2

Bolivia

22,197

194

Total resources available

Payments to beneficiaries

Balance, April 30, 1 988

8,218

8,218

22,391

22,391

The accompanying notes are an integral part of the financial statements.
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INTERNATIONAL MONETARY FUND
VOLUNTARY CONTRIBUTION ACCOUNTS
NOTES TO THE FINANCIAL STATEMENTS

Purpose

The Fund has the authority under the Articles of
Agreement to provide, if requested, financial and tech-
nical services, including the administration of resources
contributed by members, that are consistent with the
purposes of the Fund. In the year ended April 30, 1988,
the Fund performed such services for the benefit of two
members, Italy and Bolivia. Operations involved in the
performance of such financial services are not on the
account of the Fund, and the performance of such
services do not impose any obligation on a member
without its consent. The resources of the Voluntary
Contribution Accounts are separate from the assets of
all other accounts of or administered by the Fund and
are not used to discharge liabilities or to meet losses
incurred in the administration of other accounts.

Contributions received were held in temporary in-

vestment accounts pending the receipt of notification to
the Fund that resources should be disbursed. The re-
sources held in the account at April 30, 1988 were for
the benefit of Bolivia.

1. Accounting Practices

The resources of the Voluntary Contribution Ac-
counts are received in U.S. dollars and the accounts are
expressed in that currency.

2. Investment and Interest-Earning Deposits

The assets of the accounts, pending their disburse-
ment, are held in the form of repurchase agreements
with the Federal Reserve Bank of New York or in the
form of interest-earning deposits with the Bank for
International Settlements. Interest paid on these assets
varies and is market related.
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REPORT OF THE EXTERNAL AUDIT COMMITTEE
STAFF RETIREMENT PLAN

Washington, B.C.
June 24, 1988

AUTHORITY AND SCOPE OF THE AUDIT

In accordance with Section 20(b) of the By-Laws of the International Mone-
tary Fund, we have audited the financial statements of the Staff Retirement
Plan for the year ended April 30, 1988.

The audit was conducted in accordance with international auditing guidelines
and, accordingly, included reviews of accounting and control systems, tests of
accounting records, and other audit procedures.

AUDIT OPINION

In our opinion, the financial statements of the Staff Retirement Plan have
been prepared in accordance with generally accepted accounting principles
applied on a basis consistent with that of the preceding year, after giving
retroactive effect to the change, with which we concur, in the method of
accounting for the actuarial present value of accumulated Plan benefits as
described in Note 1 to the financial statements, and give a true and fair view
of the financial status of the Staff Retirement Plan as at April 30, 1988 and of
the changes in financial status for the year then ended.

EXTERNAL AUDIT COMMITTEE

/s/ Raymond M. Bennett, Chairman (UnitedKingdom)

/s/ Khin Than Tin (Burma)

/s/ Vicente Montan Ugarte (Chile)
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INTERNATIONAL MONETARY FUND

STAFF RETIREMENT PLAN
STATEMENT OF ACCUMULATED PLAN BENEFITS

AND NET ASSETS AVAILABLE FOR BENEFITS
as at April 30, 1988

(In thousands of U.S. dollars)

1988 1987
(Restated)

Accumulated Plan benefits (Note 1)

Actuarial present value of accumulated Plan benefits
Vested benefits

Retired participants
Active participants

Nonvested benefits

Total actuarial present value of accumulated Plan benefits

Net assets available for benefits

Investments, at current value (Notes 1 and 3)
Portfolio denominated in U S dollars
Portfolio denominated in other currencies

Receivables
Contributions
Accrued interest and dividends (Note 1)
Other

Cash at banks

Total assets

Liabilities

Accounts payable
Net assets available for benefits

Excess of net assets available for benefits over
actuarial present value of accumulated Plan benefits

244,300
162,500
267,100

673,900

690 479
280,029
970,508

222
6,476
6,716

13,414

89

984,01 1

1,192
982,819

308,919

195,500
149,200
235,700

580,400

677 659
285,543
963,202

381
3,735
5,452
9,568

6

972,776

5,057
967,719

387,319

The accompanying notes are an integral part of the financial statements.

Isl GERHARD LASKE
Treasurer

Isl M. CAMDESSUS
Managing Director
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INTERNATIONAL MONETARY FUND

STAFF RETIREMENT PLAN
STATEMENT OF CHANGES IN ACCUMULATED PLAN

for the year ended April 30, 1988
(In thousands of U.S. dollars)

Actuarial present value of accumulated
Plan benefits at beginning of the year

Increase (decrease) during the year attributable to
Benefits accumulated
Increase for interest due to decrease in discount period
Benefits paid
Change in actuarial assumptions (Note 2)

Net increase

Actuarial present value of accumulated Plan benefits
as previously reported as at April 30 1987

Adjustment for projection of future salaries as at April 30, 1987 (Note 1)
Actuarial present value of accumulated

Plan benefits at end of the year as restated (Note 1 )

BENEFITS

1988

580,400

34,100
51 200

(23,348)
31,548
93,500

673,900

1987

(Restated)

334,700

22,700
32 500
(18,845)
42,545
78,900

413,600

166,800

580,400

The accompanying notes are an integral part of the financial statements.
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INTERNATIONAL MONETARY FUND

STAFF RETIREMENT PLAN
STATEMENT OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS

for the year ended April 30, 1988

(In thousands of U.S. dollars)

1988 1987

(Restated)
Investment income (Note 1 )

Net gain (loss) in current value of investments (Note 3)
Interest and dividends
Other

Contributions (Note 2)

International Monetary Fund
Participants
Participants restored to service
Net transfers to retirement plans

of other international organizations

Total additions

Benefits

Pension
Withdrawal
Commutation
Death

Total benefit payments

Net additions

Net assets available for benefits at

Beginning of the year

End of the year— April 30, 1 988

(49 211)
59 797

10,586

18,468
10 649

41

(1,296)

27,862

38,448

1 6,803
1 846
4 629

70

23,348

15 100

967,719

982,819

121 685
38 923

248

160,856

30,230
10 339

97

(394)
40,272

201,128

14,232
1 574
2 909

130

18,845

182 283

785,436

967,719

The accompanying notes are an integral part of the financial statements.
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INTERNATIONAL MONETARY FUND
STAFF RETIREMENT PLAN

NOTES TO THE FINANCIAL STATEMENTS

Description of Plan

General

The Staff Retirement Plan (Plan) is a defined benefit
pension plan covering nearly all staff members of the
International Monetary Fund (Employer). All assets and
income of the Plan are the property of the Employer
and are held and administered by it separately from all
its other property and assets and are to be used solely
for the benefit of participants and retired participants
and their beneficiaries. The account is valued in U.S.
dollars.

Benefits

Participants are entitled to an annual pension begin-
ning at normal retirement age (65). The amount of the
pension is based on number of years of service and
highest average gross remuneration. Participants who
have reached the age of 55 may retire with a reduced
pension (or with an unreduced pension if the sum of
their age and years of service equals 90 or more). The
Plan also provides for disability retirement and death
benefits. Upon termination before age 55 a participant
with at least three years of eligible service may elect to
receive either a withdrawal benefit (accumulated contri-
butions of the participant plus an amount equal to a
percentage of such accumulated contributions, the per-
centage being based on number of months of eligible
service) or a deferred pension to commence after the
participant has reached the age of 55. A participant
entitled to receive a normal, early retirement, or de-
ferred pension may elect to commute up to one third
of his or her pension, and receive a lump-sum amount
in lieu of the amount of pension commuted. A partici-
pant entitled to receive a disability pension may elect to
commute one third of the early retirement pension that
would otherwise have been applicable. Whenever the
cost of living for a financial year increases, pensions
shall be augmented by a pension supplement which,
expressed in percentage terms, shall be equal to the
increase in the cost of living for the financial year. If
the cost of living for a financial year should exceed
3 percent, the Employer has the right, for good cause,
to reduce prospectively the additional supplement to
not less than 3 percent.

Contributions

As a condition of employment, regular staff members
are required to participate in the Plan and to contribute

7 percent of their gross remuneration to the Plan.
Certain other categories of staff members may elect to
participate in the Plan. The Employer meets the admin-
istrative costs of the Plan, such as the actuary's fees, and
contributes any additional amounts not provided by the
contributions of participants to pay costs and expenses
of the Plan not otherwise covered. Until April 30, 1988
the Employer has also paid the cost of investment
management and custodial fees. These fees will in the
future be met by the Plan. In financial year 1988, the
costs met by the Employer were approximately $6.2
million ($4.4 million in 1987).

Plan Termination

In the event of the termination of the Plan by the
Employer, the assets of the Plan shall be used to satisfy
all liabilities to participants, retired participants and
their beneficiaries, and all other liabilities of the Plan.
Any remaining balance of the assets shall be returned
to the Employer.

1. Accounting Practices

Accumulated Plan Benefitfitss

The actuarial value of vested benefits is shown for
two categories. For retired participants, the amount
shown equals the present value of the benefits expected
to be paid over the future lifetime of the pensioner,
and, if applicable, the surviving spouse of the pensioner.
For active participants, the amount shown equals the
present value of the deferred pension earned to the
valuation date for a participant, or, if greater, the value
of the withdrawal benefit for that participant, summed
over all participants. For the purpose of determining
the actuarial value of the vested benefits at the end of
the Plan year, it is assumed that the Plan will continue
to exist but that participants will not earn pension
benefits beyond the date of the calculation.

The amount of nonvested benefits represents the total
of the withdrawal benefits of all participants with less
than three years of eligible service together with the
estimated effect of projected salary increases on benefits
expected to be paid.

Valuation of Investmentsnts

Investments in securities listed on stock exchanges are
valued at the last reported sales price on the last business
day of the accounting period. Over-the-counter securi-
ties are valued at their bid price on the last business day
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of the accounting period. Purchases and sales made by
U.S. investment managers are recorded on the settle-
ment date basis, and transactions made by the interna-
tional investment managers are recorded on the trade
date basis.

Investment Income

Dividend and interest income from investments are
recorded as earned.

Changes in Accounting Practices

The 1988 financial statements of the Staff Retirement
Plan follow the recommendations of International Ac-
counting Standard 26 "Accounting and Reporting by
Retirement Benefit Plans." In accordance with this new
standard, the actuarial valuation method for calculating
the accumulated Plan benefits has been changed to use
projected salary levels rather than current salary. The
projected salary basis is a better measure of the current
value of benefits accumulated. Compared with the cur-
rent salary method, this change in accounting practice
has increased the value of accumulated Plan benefits as
at April 30, 1987 by $166.8 million, as is shown in the
Statement of Changes in Accumulated Plan Benefits.

2. Actuarial Valuation and Funding Policy

Both the actuarial valuation method and the actuarial
assumptions used for calculating funding by the Em-
ployer were modified with effect from May 1, 1987.
The actuarial assumptions adopted include (a) life ex-
pectancy based upon the 1982 United Nations valuation,
(b) withdrawal or retirement of a certain percentage of
staff at each age, differentiated by sex, (c) an average
rate of return on investments of 9 percent per annum,
(d) an average inflation rate of 5 percent per annum,
(e) salary increase percentages which vary with age, and
(f) valuation of assets using the five-year moving average
method. With the decision to pay the investment man-
agement and custodial fees from the Plan from May 1,
1988, the assumed rate of return on investments has
been reduced to 8.5 percent and the valuation for Ap-
ril 30, 1987 revised accordingly.

Funding by the Employer for the year which com-
menced on May 1, 1987 was based upon a valuation for
April 30, 1986. The new method, known as the "aggre-
gate method," expresses liabilities and contribution re-
quirements as single consolidated figures which include
provision for experience gains and losses and cost of
living increases. Required Employer contributions are
expressed as a percentage to be applied to the gross
remuneration of participants. For the financial year
which began on May 1, 1987 this rate was 12.14 percent;

it will be 12.62 percent for the year beginning May 1,
1988. The results of the April 30, 1986 and 1987
valuations are:

U.S. dollars
(millions)

Present value of benefits payable
Less: Assets for valuation purposes

Required future funding
Less: Present value of prospective

contributions from participants
(7 percent of gross remuneration)

Present value of future funding required
from the Employer

1987
1,029

714

315

118

197

1986

871
568

303

111

192

Under the actuarial valuation used for funding cal-
culations, it is assumed that the Plan will continue to
exist and that active participants will continue to earn
pension benefits beyond the date of the valuation until
the date of withdrawal, disability, death, or retirement.

In contrast to the actuarial valuation for funding
purposes, the actuarial valuation used for the financial
statements shows the portion of the benefit obligation
which had been accumulated by April 30, 1988. It
reflects only the service to that date and does not take
into account the fact that the value of accumulated
benefits, which are the Plan's liabilities, are expected to
increase each year nor that the market value of invest-
ments may fluctuate from year to year. Accordingly, the
financial statements do not measure the amount which
the Employer will be required to fund in the future nor
the excess of assets over the present value of accumu-
lated benefits that is needed to meet the obligation to
pay benefits in the future.

3. Investments

A summary of investments at market values is as
follows (in thousands of U.S. dollars):

1988 1987
Portfolio denominated in U.S. dollars

U.S. Government securities
Corporate bonds and debentures
Common and preferred stocks
Real estate
Short-term investments

Portfolio denominated in other currencies

The net gain/(loss) in the current value of investments
represents the gains and losses realized during the year
from the sale of investments, the unrealized apprecia-
tion and depreciation of the market value of invest-
ments, and, for investments denominated in currencies

94,747
75,127

335,768
2,700

182,137
690,479

280,029
970,508

117,115
30,554

427,645

102,345
677,659

285,543
963,202
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other than U.S. dollars, valuation differences arising
from exchange rate changes of other currencies against
the U.S. dollar. The net gain/(loss), in thousands of U.S.
dollars, is as follows:

1988 1987
Portfolio denominated in U.S. dollars (39,234) 57,306
Portfolio denominated in other currencies ( 9,977) 64,379

Net gain/(loss) (49,211) 121,685

At April 30, 1988, the investments representing
5 percent or more of the net assets available for benefits
in thousands of U.S. dollars were as follows:

Market Value Percentage
Crantham, Mayo, Van Otterloo

Foreign Equity Pooled Trust 171,408 17.4
Managed Market Trust 108,705 11.1
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REPORT OF THE EXTERNAL AUDIT COMMITTEE
SUPPLEMENTAL RETIREMENT BENEFIT PLAN

Washington, D.C.
June 24, 1988

AUTHORITY AND SCOPE OF THE AUDIT

In accordance with Section 20(b) of the By-Laws of the International
Monetary Fund, we have audited the financial statements of the Supplemental
Retirement Benefit Plan for the 29-month period ended April 30, 1988.

The audit was conducted in accordance with international auditing guide-
lines and, accordingly, included reviews of accounting and control systems, tests
of accounting records, and other audit procedures.

AUDIT OPINION

In our opinion, the financial statements of the Supplemental Retirement
Benefit Plan have been prepared in accordance with generally accepted ac-
counting principles, and give a true and fair view of the financial status of the
Supplemental Retirement Benefit Plan as at April 30, 1988 and of the changes
in financial status for the 29-month period then ended.

EXTERNAL AUDIT COMMITTEE

/s/ Raymond M. Bennett, Chairman (United Kingdom)

/s/ Khin Than Tin (Burma)

/s/ Vicente Montan Ugarte (Chile)
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INTERNATIONAL MONETARY FUND

SUPPLEMENTAL RETIREMENT BENEFIT PLAN
STATEMENT OF ACCUMULATED PLAN BENEFITS

AND ASSETS AVAILABLE FOR BENEFITS
as at April 30, 1988

(In thousands of U.S. dollars)

Accumulated Plan benefits (Note 1)

Actuarial present value of accumulated Plan benefits

Vested benefits

Nonvested benefits
Total actuarial present value of

accumulated Plan benefits

Assets available for benefits

Cash at bank (Note 3)
Assets available for benefits

Excess of actuarial present value of accumulated Plan
benefits over assets available for benefits

1 100
100

1,200

193
193

1,007

The accompanying notes are an integral part of the financial statements.

Isl GERHARD LASKE 1st M. CAMDESSUS
Treasurer Managing Director
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INTERNATIONAL MONETARY FUND

SUPPLEMENTAL RETIREMENT BENEFIT PLAN
STATEMENT OF CHANGES IN ACCUMULATED PLAN BENEFITS

for the 29-month period ended April 30, 1988

(In thousands of U.S. dollars)

Actuarial present value of accumulated Plan benefits
at the beginning of the period

Increase (decrease) during the period attributable to

Benefits accumulated
Benefits paid

Actuarial present value of accumulated Plan
benefits at the end of the period— April 30, 1 988 (Note 1 )

1,295
(95)

1 ,200

The accompanying notes are an integral part of the financial statements.
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INTERNATIONAL MONETARY FUND

SUPPLEMENTAL RETIREMENT BENEFIT PLAN
STATEMENT OF CHANGES IN ASSETS AVAILABLE FOR BENEFITS

for the 29-month period ended April 30, 1988
(In thousands of U.S. dollars)

Interest income (Note 1 )
Contributions from the International Monetary Fund

Total additions
Pension benefits

Net additions

Assets available for benefits at
Beginning of the period — December 1 , 1 985

End of the period— April 30, 1 988

14
274

288
95

193

193

The accompanying notes are an integral part of the financial statements.
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INTERNATIONAL MONETARY FUND
SUPPLEMENTAL RETIREMENT BENEFIT PLAN

NOTES TO THE FINANCIAL STATEMENTS

Description of Supplemental Retirement Benefit Plan

General

The Supplemental Retirement Benefit Plan (SRBP)
began operation in December 1985. It is a defined
benefit pension plan covering all participants of the
Staff Retirement Plan of the International Monetary
Fund (Employer) and operates as an adjunct to that
Plan. All assets and income of the SRBP are the property
of the Employer and are held and administered by it
separately from all its other property and assets and are
to be used solely for the benefit of participants and
retired participants and their beneficiaries. The account
is valued in U.S. dollars.

Benefits

The Staff Retirement Plan has adopted limits to
pensions payable from that Plan. The SRBP provides
for the payment of any benefit which would otherwise
have been payable if these limits had not been adopted.

Contributions

The SRBP is entirely funded by the Employer. There
is a partial prefunding, just prior to retirement, when
non-U.S. citizens retire in the United States, so that the
taxable income of the participant is approximately equal
to, but not more than, such income that would have
accrued if the entire benefit had been payable from the
Staff Retirement Plan. The prefunded amounts are used
to pay any of the benefits payable, whether for U.S. or
non-U.S. staff. Should the prefunded assets of the SRBP
be exhausted, benefits will be paid from current contri-
butions by the Employer. The Employer also meets the
administrative costs of the SRBP.

Termination

In the event of the termination of the SRBP by the
Employer, the assets of the SRBP shall be used to satisfy

all liabilities to participants, retired participants and
their beneficiaries, and all other liabilities of the SRBP.

1. Accounting Practices

Accumulated Plan Benefitsits

The actuarial value of benefits is shown for two
categories. The vested benefits relate to retired partici-
pants and the amount shown equals the present value
of the benefits expected to be paid over the future
lifetime of the pensioner, and, if applicable, the surviv-
ing spouse of the pensioner.

The nonvested benefits relate to active participants
and the amount shown equals the present value of the
supplemental deferred pension earned to the valuation
date for a participant, taking into account the estimated
effect of projected salary increases. For the purpose of
determining the actuarial value of the benefits at the
end of the period, it is assumed that the SRBP will
continue to exist but that participants will not accumu-
late further contributory service beyond the date of the
calculation.

Interest Incomee

Interest income is recorded as earned.

2. Actuarial Valuation

The actuarial assumptions include (a) life expectancy
based upon the 1982 United Nations valuation, (b)
withdrawal or retirement of a certain percentage of staff
at each age, differentiated by sex, (c) an average inflation
rate of 5 percent per annum, and (d) salary increase
percentages which vary with age.

3. Assets

The assets are a money market account with The
Riggs National Bank.
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Appendix IX

Classification of Countries

The seven largest countries in this group in terms of GNP—Canada, the United
States, Japan, France, the Federal Republic of Germany, Italy, and the United
Kingdom—are collectively referred to as the major industrial countries.

The developing countries include all other Fund members (as of March 15,
1988), together with certain essentially autonomous dependent territories for
which adequate statistics are available.2 The regional breakdowns of data for
developing countries conform to the regional classification used in the Fund's
International Financial Statistics (IPS). It should be noted that, in this classification,
Egypt and Libyan Arab Jamahiriya are classified as part of the Middle East,
not Africa.

The analytical groupings in this classification are (1) countries grouped by
predominant export; (2) countries grouped by financial criteria; (3) countries
grouped by other criteria; and (4) countries grouped by former classification
criteria. At present, the financial criteria first distinguish among capital export-
ing and capital importing countries. Countries in the latter, much larger, group
are then distinguished on the basis of two additional financial criteria: by
predominant type of creditor and by the degree of debt-servicing difficulties
they have faced. The country groups shown under the heading of "miscella-
neous criteria" include capital importing fuel exporters; 15 heavily indebted
countries; small low-income countries; and sub-Saharan Africa (excluding
Nigeria and South Africa). The accompanying table presents a breakdown of
these analytical groupings according to the proportion of developing country
GDP, exports of goods and services, and level of indebtedness. Further details
on the classification scheme are given below.

The first analytical criterion used to group developing countries is by
predominant export category. Four categories are distinguished: fuel (SITC
(Standard International Trade Classification) 3); other primary commodities

1 This classification is the same as that adopted in the World Economic Outlook, April 1988.
2 It should be noted that the term "country" used in this Report does not in all cases refer to a

territorial entity that is a state as understood by international law and practice. The term also covers
some territorial entities that are not states but for which data are maintained and provided internationally
on a separate and independent basis.
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Australia
Austria
Belgium
Canada
Denmark
Finland

France
Germany, Fed. Rep.

of
Iceland
Ireland
Italy

Japan
Luxembourg
Netherlands
New Zealand
Norway
Spain

Sweden
Switzerland
United Kingdom
United States

The classification scheme used in the preparation of this Report is as follows.1

Industrial countries comprise:
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(SITC 0, 1, 2, 4, and diamonds and gemstones); manufactures (SITC 5 to 8,
less diamonds and gemstones); and "services and remittances." On the basis of
data for 1980, countries are assigned to the commodity grouping that accounts
for 50 percent or more of their exports. Specifically, countries are assigned to
the "services and remittances" category if their receipts on these transactions
account for at least half of their exports of goods and services. If countries do
not meet this criterion, they are assigned to the trade category (of the three
listed above) that accounts for at least half of their total merchandise exports.3

Given these definitions, the fuel exporters comprise:
Algeria
Bahrain
Congo
Ecuador
Gabon
Indonesia

Iran, Islamic Rep. of
Iraq
Kuwait
Libyan Arab

Jamahiriya
Mexico

Nigeria
Oman
Qatar
Saudi Arabia
Syrian Arab Rep.
Trinidad and Tobago

Tunisia
United Arab Emirates
Venezuela

The non-fuel exporters are broken down into three categories: primary product
exporters, exporters of manufactures, and service and remittance countries.

The primary product exporters, that is, countries whose exports of agricultural
and mineral primary products other than fuel accounted for over 50 percent
of their total exports in 1980, comprise:

Afghanistan
Argentina
Bangladesh
Belize
Benin
Bhutan
Bolivia
Botswana
Brazil
Burma
Burundi
Cameroon
Central African Rep.
Chad
Chile
Colombia
Comoros
Costa Rica
Cote d'lvoire

Djibouti
Dominican Rep.
El Salvador
Equatorial Guinea
Ethiopia
Fiji
Gambia, The
Ghana
Guatemala
Guinea
Guinea-Bissau
Guyana
Haiti
Honduras
Jamaica
Kenya
Lao People's Dem.

Rep.
Liberia

Madagascar
Malawi
Malaysia
Mali
Mauritania
Mauritius
Morocco
Mozambique
Nicaragua
Niger
Papua New Guinea
Paraguay
Peru
Philippines
Rwanda
Sao Tome and

Principe
Senegal
Sierra Leone

Solomon Islands
Somalia
South Africa
Sri Lanka
St. Kitts and Nevis
Sudan
Suriname
Swaziland
Tanzania
Thailand
Togo
Uganda
Uruguay
Viet Nam
Zaire
Zambia
Zimbabwe

A further distinction is made among the "primary product exporters" on the
basis of whether countries' exports of primary commodities (other than fuel)
consisted primarily of agricultural (SITC 0, 1, 2 except 27, 28, and 4) or
mineral (SITC 27 and 28 and diamonds and gemstones) commodities. The
mineral exporters comprise:

Bolivia
Botswana
Chile
Guinea
Guyana

Jamaica
Liberia
Mauritania
Morocco
Niger

Peru
Sierra Leone
South Africa
Suriname
Togo

Zaire
Zambia
Zimbabwe

The agricultural exporters are those non-fuel primary product exporters that are
not also mineral exporters.

3 Two countries that did not meet any of the above criteria were assigned to the trade category that
accounted for the largest share of their exports.
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The exporters of manufactures (that is, those countries or areas whose exports
of manufactures accounted for over 50 percent of total exports) comprise:

China
Hong Kong
Hungary

India
Israel
Korea

Poland
Romania
Singapore

Taiwan Province of
China

Turkey
Yugoslavia

The service and remittance countries, that is, those countries whose receipts
from services (such as tourism) and private transfers (such as workers-' remit-
tances) amount to at least 50 percent of their exports of goods and services,
comprise:

Antigua and
Barbuda

Bahamas, The
Barbados
Burkina Faso
Cape Verde
Cyprus
Dominica

Egypt
Greece
Grenada
Jordan
Kampuchea,

Democratic
Lebanon
Lesotho

Maldives
Malta
Nepal
Netherlands Antilles
Pakistan
Panama
Portugal
Seychelles

St. Lucia
St. Vincent
Tonga
Vanuatu
Western Samoa
Yemen Arab Re}).
Yemen, People's

Dem. Rep. of

A second set of analytical groupings of developing countries is based on
financial criteria. A first distinction is made between those developing countries
that have traditionally been capital exporters and those that have traditionally
been capital importers. At present, capital exporters are defined as those
developing countries that, on average, recorded a current account surplus
during the period 1979—81 and were aid donors over the same period. The
capital exporting countries comprise:

Iran, Islamic Kuwait Oman United Arab
Rep. of Libyan Arab Qatar Emirates

Iraq Jamahiriya Saudi Arabia

The capital importing countries comprise all other developing countries.
Within the group of capital importing developing countries and areas, two

types of financial distinction are made. The first distinguishes among countries
on the basis of their predominant type of creditor. Market borrowers are defined as
those countries and areas that obtained at least two thirds of their external
borrowings from 1978 to 1982 from commercial creditors. The group com-
prises:

Algeria
Antigua and

Barbuda
Argentina
Bahamas, The
Bolivia
Brazil
Chile
Colombia

Congo
Cote d'lvoire
Cyprus
Ecuador
Gabon
Greece
Hong Kong
Hungary
Indonesia

Korea
Malaysia
Mexico
Nigeria
Panama
Papua New Guinea
Paraguay
Peru
Philippines

Portugal
Singapore
South Africa
Taiwan Province of

China
Trinidad and

Tobago
Uruguay
Venezuela
Yugoslavia

Official borrowers comprise those countries, except China and India, that obtained
two thirds or more of their external borrowings from 1978 to 1982 from official
creditors. The countries are:

Afghanistan
Bahrain
Bangladesh
Bhutan
Burkina Faso
Burma
Burundi
Cape Verde

Central African Rep.
Chad
Comoros
Djibouti
Dominica
Dominican Rep.
El Salvador
Equatorial Guinea

Fiji
Gambia, The
Ghana
Grenada
Guatemala
Guinea
Guinea-Bissau
Guyana

Honduras
Jamaica
Jordan
Lao People's

Dem. Rep.
Liberia
Madagascar
Malawi
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Maldives Pakistan St. Lucia Uganda
Mali Rwanda St. Vincent Viet Nam
Malta Sao Tome and Sudan Western Samoa
Mauritania Principe Swaziland Yemen Arab Rep.
Nepal Senegal Syrian Arab Rep. Yemen, People's
Netherlands Seychelles Tanzania Dem. Rep. of

Antilles Sierra Leone Togo Zaire
Nicaragua Somalia Tonga Zambia

Diversified borrowers comprise those capital importing developing countries that
are not market or official borrowers. These countries' external borrowings in
1978—82 were more or less evenly divided between official and commercial
creditors. China and India are included in this group. Commercial borrowers
comprise those countries classified as either market or diversified borrowers.

A second financial distinction among capital importing developing countries
is based on whether countries have or have not experienced debt-servicing
difficulties in the recent past. Countries that have experienced debt-servicing
problems are defined as those countries which incurred external payments
arrears during 1985 or rescheduled their debt during the period from end-
1983 to end-1986 as reported in the relevant issues of the Fund's Annual Report
on Exchange Arrangements and Exchange Restrictions. Countries classified as not
having experienced debt-servicing problems are defined as all other capital
importing developing countries.

Several other analytical groups are also used in the Report. One of these is
the group of capital importing fuel exporters. This group, which is also referred
to as the "indebted fuel exporters," comprises those 12 fuel exporters that are
not capital exporters. A second is the group of 15 heavily indebted countries. This
group comprises:

Argentina Colombia Morocco Uruguay
Bolivia Cote d'lvoire Nigeria Venezuela
Brazil Ecuador Peru Yugoslavia
Chile Mexico Philippines

A third is the group of small low-income countries, comprising those Fund
members, excluding China and India, whose per capita GDP, as estimated by
the World Bank, did not exceed the equivalent of $410 in 1980. The countries
in this group are:

Afghanistan Equatorial Guinea Lao People's Rwanda
Bangladesh Ethiopia Dem. Rep. Sao Tome and
Benin Gambia, The Madagascar Principe
Bhutan Ghana Malawi Sierra Leone
Burkina Faso Guinea Maldives Somalia
Burma Guinea-Bissau Mali Sri Lanka
Burundi Guyana Mauritania Sudan
Cape Verde Haiti Mozambique Tanzania
Central African Rep. Kampuchea, Nepal Togo
Chad Democratic Niger Uganda
Comoros Kenya Pakistan Viet Nam

Zaire

Reference is also made to sub-Saharan Africa, which comprises all African
countries (as defined in IPS) except Algeria, Morocco, Nigeria, South Africa,
and Tunisia.

Finally, in the classification used in Fund publications until recently, the
developing countries were divided into two groups—"oil exporting countries"4

4 The countries included here were those whose oil exports (net of any imports of crude oil) both
accounted for at least two thirds of total exports and were at least 100 million barrels a year (roughly
equivalent to 1 percent of annual world exports). These criteria were applied to 1978-80 averages.
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and "non-oil developing countries." The countries included under the heading
oil exporting countries were:

Algeria Iraq Nigeria United Arab
Indonesia Kuwait Oman Emirates
Iran, Islamic Libyan Arab Qatar Venezuela

Rep. of Jamahiriya Saudi Arabia

The remaining countries, grouped under the heading non-oil developing
countries, were further disaggregated into subgroupings based primarily on the
character of the countries' economic activity and on the predominant compo-
sition of their exports.

Except where otherwise specifically indicated, the Union of Soviet Socialist
Republics, nonmember countries of Eastern Europe, Cuba, and North Korea
are excluded from the tables in this Report. Also, it has not been possible to
include in the tables a number of small countries or territories for which trade
and payments data are not available.

Developing Countries: Shares of Various Subgroups in Aggregate
GDP, Exports of Goods and Services, and Debt Outstanding, 1984-86

(In percent)
Exports of

Goods and
Memorandum:

Number of Countries

Developing countries
By region

Africa
Asia
Europe
Middle East
Western Hemisphere

By predominant export
Fuel exporters
Non-fuel exporters

Primary product exporters
Agricultural exporters
Mineral exporters

Exporters of manufactures
Service and remittance

countries

By financial criteria
Capital exporting countries
Capital importing countries

Market borrowers
Official borrowers
Diversified borrowers

Countries with recent debt-
servicing problems

Countries without recent debt-
servicing problems

By miscellaneous criteria
Capital importing fuel exporters
Fifteen heavily indebted countries
Small low-income countries
Sub-Saharan Africa1

By alternative analytical categories
Oil exporting countries
Non-oil developing countries

GDP

100.0

12.0
33.3
11.0
16.1
27.6

29.4
70.6
32.1
26.9

5.2
33.3

5.2

13.3
86.7
50.4

7.3
29.0

42.9

43.9

16.1
31.6

5.8
4.2

22.5
77.5

Services

100.0

11.0
37.1
11.8
22.3
17.7

32.7
67.3
22.5
16.3
6.2

38.1

6.8

17.6
82.4
57.4

5.2
19.8

32.2

50.2

15.1
20.8

3.0
3.8

26.1
73.9

Debt

100.0

14.7
24.1
12.4
12.7
36.1

27.5
72.5
41.0
31.6
9.4

22.4

9.1

5.7
94.3
60.8
10.3
23.3

58.4

36.0

21.9
41.5

7.8
6.8

16.2
83.8

in Each Subgroup

134

48
28

9
16
33

20
114

73
55
18
12

29

8
126
34
60
32

65

61

12
15
42
43

12
122

1 Excluding Nigeria and South Africa.
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Letters are used as follows: c for chart, n for footnote, and t for table.

ABU DHABI
Supplementary financing facility, 97t

AFGHANISTAN
Exchange arrangements, 87t
SDRs, 100t

AFRICA
Balance of payments, 27t, 30
Capital formation, 1 3c
Debt, 33-34; and debt-service ratios, 33t;

debt-to-export ratios, 33; outstanding,
21 7t

Exchange rates, 25c
Inflation, 15
Investment, 13
Living standards, 11, 1 3c
Output, 12, 13c, 217t
Prices, 15t
Purchases from Fund, 54t
Sub-Saharan countries, 1,8, 12, 15t,

29c, 30, 21 7t
Trade: exports, 12, 17, 30, 21 7t; imports,

17c, 30

ALGERIA
Classification by Fund, 216
Exchange arrangements, 87t
SDRs, 100t
Technical assistance by Fund, 82

ANTIGUA AND BARBUDA
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
SDRs, 100t

ARGENTINA
Article VIII obligations, acceptance of,

107t
Bank lending to, 19
Exchange arrangements, 87t
Financing innovations, 45, 46
Inflation, 9
Output, 12
Purchases from Fund, 72, 73, 90t
Repurchases from Fund, 55, 93t
SDRs, 100t
Stand-by arrangement with Fund, 73, 89t,

182t

ARTICLES OF AGREEMENT
Article III, Section 2(a), review of quotas,

58, 138-39
Article IV, consultations with members,

37-40,43-44, 109
Article IV, Section 3(b), surveillance over

exchange rate policies, 35, 35n, 109
Article VII, Section 1, borrowing by the

Fund, 134
Article VIII, members accepting

obligations of, 107t
Article XVII, Section 3, use of SDRs in

payment of Trust Fund obligations,
135

Article XVIII, Section 1(a), global need for
reserves, 53

Article XXVI, Section 2(a), ineligibility to
use general resources, 57

ASIA
Balance of payments, 27t, 29c, 30; of

newly industrializing economies, 9,
25, 30

Capital formation, 13c
Debt, 30, 33; and debt-service ratios, 33t;

outstanding, 217t
Exchange rates, 25c
Inflation, 15
Living standards, 11, 13c
Output, 11, 12t, 217t
Prices, 15t, 21 c
Purchases from Fund, 54t
Trade: balances, 29c; exports, 1 7, 30,

21 7t; imports, 17, 17c, 30

AUSTRALIA
Article VIII obligations, acceptance of,

107t
Balance of payments, 6, 11,28
Equity prices, 21c(n)
Exchange arrangements, 87t
Exchange rates, effective, 25t
Fiscal policy, 28
Output, 28
SDRs, 100t

AUSTRIA
Article VIII obligations, acceptance of,

107t
Balance of payments, 6
Equity prices, 21e(n)
Exchange arrangements, 87t
Inflation, 14
SDRs, lOOt
Supplementary financing facility, 97t

BAHAMAS, THE
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
SDRs, 100t

BAHRAIN
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
SDRs, 100t

BANGLADESH
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Purchases from Fund, 90t
Repurchases from Fund, 93t
SDRs, 100t
Structural adjustment facility,

arrangement with Fund, 98t, 182t
Supplementary Financing Facility Subsidy

Account, beneficiary, 105t, 137t

BANK FOR INTERNATIONAL
SETTLEMENTS (BIS)

Borrowing agreements with Fund, 75
Borrowed Resources Suspense Accounts,

deposits in, 75, 170
Prescribed holder of SDRs, 76n, 103t
Supplementary Financing Facility Subsidy

Account, resources of, 79

BARBADOS
Exchange arrangements, 87t
Repurchases from Fund, 93t
SDRs, 100t

BELGIUM
Article VIII obligations, acceptance of,

107t
Balance of payments, 6
Equity prices, 21c(n)
European Monetary System, 23
Exchange arrangements, 87t
Exchange rates, effective, 25t
Inflation, 14
SDRs, 100t
Supplementary financing facility, 97t

BELIZE
Article VIM obligations, acceptance of,

107t
Exchange arrangements, 87t
Repurchases from Fund, 93t
SDRs, 100t

BENIN
Exchange arrangements, 87t
SDRs, 100t

BHUTAN
Exchange arrangements, 87t
SDRs, 100t

BOARD OF GOVERNORS
Interim Committee on the International

Monetary System (Interim
Committee): communiques, 140-50

Joint Ministerial Committee of the Bank
and the Fund on the Transfer of Real
Resources to Developing Countries
(Development Committee):
communiques, 151-55

Quotas, Ninth General Review, 58, 138;
Executive Board Report, 58, 1 38-39

Resolution on quota increase, proposed,
58, 58n, 139

BOLIVIA
Article VIII obligations, acceptance of,

107t
Debt buy-back scheme, 46
Exchange arrangements, 87t
Repurchases from Fund, 93t
SDRs, 100t
Stand-by arrangement with Fund, 89t
Structural adjustment facility,

arrangement with Fund, 98t, 182t
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Supplementary Financing Facility Subsidy
Account, beneficiary, 105t, 137t

Voluntary Contribution Accounts, use of,
199, 200

BORROWING BY FUND
Bank for International Settlements, 75
Enlarged access to Fund resources, 74-

75, 96t, 174, 181
General Arrangements to Borrow, 75,

96t, 134-35, 174-75
Guidelines for, 174-75
Interest on, 99t
Japan, arrangement with, 75, 96t, 174
Oil facility, in connection with, 96t
Repayment of, 75, 97t, 181t
Saudi Arabian Monetary Agency, 75,

133-35
Supplementary financing facility, 75, 97t,

174

BOTSWANA
Exchange arrangements, 87t
SDRs, lOOt

BRAZIL
Debt conversion, 46
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Inflation, 9, 12
Interest payments, suspension of, 44
Output, 12
Paris Club debt rescheduling agreement,

47
Repurchases from Fund, 93t
SDRs, 100t

BUDGET OF THE FUND, 164

BUFFER STOCK FINANCING FACILITY
Access limits, 56
International Natural Rubber Agreement,

74
Purchases by members, 74, 95t, 96t, 180t
Purpose, 74, 169
Repurchases by members, 93t
Use of Fund credit, 95t

BURKINA FASO
Exchange arrangements, 87t
SDRs, 100t

BURMA
Exchange arrangements, 87t
Repurchases from Fund, 93t
SDRs, 100t
Technical assistance by Fund, 84

BURUNDI
Exchange arrangements, 87t
SDRs, 100t
Stand-by arrangement with Fund, 89t
Structural adjustment facility,

arrangement with Fund, 98t, 182t

CAMEROON
Exchange arrangements, 87t
SDRs, 100t

CANADA
Article VIII obligations, acceptance of,

107t
Balance of payments, 5t, 26c, 27t, 28,

39
Deficit, fiscal, 6, 28, 39
Economic policies, 2, 3, 39
Equity prices, 21c(n)

Exchange arrangements, 87t
Exchange rates, effective, 23, 24c
Fiscal policy, 5t, 39
Group of Seven, 2-3, 4, 6, 22, 36, 37,

42
Inflation, 14, 14c, 39
Interest rates, 7c
Louvre Accord, 2-3, 4, 6, 21, 22, 36, 37
Monetary policy, 39; aggregates, 6t
Output, 6t, 10, 10t, 28, 39
Prices, 10t, 14c, 39, 21c(n)
SDRs, 100t; transactions with

designation, 77
Supplementary financing facility, 97t
Trade, 28, 39; agreement with United

States, 39; terms of, 28
Unemployment, 1 1

CAPE VERDE
Exchange arrangements, 87t
SDRs, 100t

CAPITAL EXPORTING COUNTRIES
See DEVELOPING COUNTRIES

CAPITAL IMPORTING COUNTRIES
See DEVELOPING COUNTRIES

CAPITAL IMPORTING FUEL EXPORTERS
See DEVELOPING COUNTRIES, OTHER

CAPITAL MARKETS
Access of developing countries to, 30,

31, 31t, 32
Balance of payments adjustment,

financing of, 30-31
Capital formation, 13, 13c
Deregulation of, 8
Exchange rate effects on, 22, 23, 24c
Eurocurrency markets, 67-71
Growth of, 18-19
International bond markets, 19
International liquidity, role in providing,

52
Liberalization of, 39

CENTRAL AFRICAN REPUBLIC
Exchange arrangements, 87t
Purchases from Fund, 90t
Repurchases from Fund, 93t
SDRs, 100t
Stand-by arrangement with Fund, 89t,

182t
Structural adjustment facility,

arrangement with Fund, 98t, 182t

CHAD
Exchange arrangements, 87t
SDRs, 100t
Structural adjustment facility,

arrangement with Fund, 98t, 182t

CHILE
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
Extended arrangement with Fund, 73,

92t, 182t
Purchases from Fund, 90t
Repurchases from Fund, 93t
SDRs, 100t

CHINA
Classification by Fund, 215
Exchange arrangements, 87t
Output, 9, 12
SDRs, 100t

Stand-by arrangement with Fund, 89t
Structural adjustment facility, eligibility

for assistance and intention not to
use, 50, 75

Technical assistance by Fund, 83, 84
CLASSIFICATION OF COUNTRIES, 213-17

COLOMBIA
Exchange arrangements, 87t
SDRs, 100t

COMMERCIAL BANK LENDING TO
DEVELOPING COUNTRIES

Capital importing countries, 31 1
Debt: amount outstanding, 21 7t; capital

importing countries', 21 7t; debt and
debt-service ratios, 33t; situation and
strategy, 44-47

Decline in, 44^5
Fund's role in promoting, 45
Indebted countries, 45-46
List of heavily indebted countries, 216
Multiyear restructuring agreements

(MYRAs), 45
COMOROS

Exchange arrangements, 87t
SDRs, 100t

COMPENSATORY FINANCING FACILITY
Access limits, 50, 56
Contingency component, 49-50; purpose

of, 49-50; access limits, 50
General resources of Fund, use of, 55c
Purchases by members, 55, 72-74, 88t,

90t, 96t
Purpose, 49-50, 1 69
Repurchases by members, 93t
Use of Fund credit, 95t

COMPENSATORY AND CONTINGENCY
FINANCING FACILITY

Access limits, 50, 56
Contingency mechanism, 49-50;

Executive Board review of, 49
Purpose, 4, 49-50

CONDITIONALLY
Current issues in, 48
Guidelines on, 48n, 49
Implementation of, 48-49
Review of, 47-48, 48n, 49
Role of Fund in, 47-49
Structural adjustment facility, in

connection with, 117; collaboration
with World Bank, 76

CONGO
Exchange arrangements, 87t
SDRs, 100t
Stand-by arrangement with Fund, 89t

CONSULTATIONS WITH FUND MEMBERS,
35-37,39-43,44, 109

Focus of, 35-37, 39-40
Frequency of, 35, 43, 44; bi-cyclic

procedure, 43-44, 109
Guidelines for, 43; modifications in, 43-

44
Indicators, use of, in, 42-43
Managing Director's role in, 44, 109
Reports on, interim, 44
Staff's role in, 35, 43-44
Streamlining of consultation process, 44
Trade issues, coverage of, 39-41
World Economic Outlook exercise and,

35-36
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COSTA RICA
Article VIII obligations, acceptance of,

107t
Debt conversion, 46
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Repurchases from Fund, 93t
SDRs, 100t
Stand-by arrangement with Fund, 89t,

182t

COTE D'lVOIRE
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Interest payments, suspension of, 44
Purchases from Fund, 74, 90t
Repurchases from Fund, 93t
SDRs, 100t
Stand-by arrangement with Fund, 89t,

182t
Supplementary Financing Facility Subsidy

Account, beneficiary, 105t, 137t

COUNTRIES, CLASSIFICATION OF
See CLASSIFICATION OF COUNTRIES

COUNTRIES WITH DEBT-SERVICING
PROBLEMS

See DEVELOPING COUNTRIES

COUNTRIES WITHOUT DEBT-SERVICING
PROBLEMS

See DEVELOPING COUNTRIES

CREDIT TRANCHE
Purchases from Fund, 55, 72, 88t, 90t,

96t, 1 69
Repurchases from Fund, 93t

CYPRUS
Exchange arrangements, 87t
SDRs, 100t

DENMARK
Article VIII obligations, acceptance of,

107t
Balance of payments, 6, 28
Equity prices, 21c(n)
European Monetary System, 23
Exchange arrangements, 87t
Exchange rates, effective, 25t
Output, 28
SDRs, 100t

DEVELOPING COUNTRIES
Arrears, 32, 44, 56-57
Balance of payments, 1, 4, 8, 25, 27t,

28, 29-30, 29c, 31
Capital formation, 13c; markets, 18-19
Classification, 213-17
Commercial bank borrowing, 4, 19

3O-33
Debt, 4, 8, 30-33, 32c; debt-to-export

ratio, 4, 9, 30-33, 32c; and debt-
service ratios, 32-33, 33t;
outstanding, 33, 21 7t; rescheduling,
46-47

Deficits, fiscal, 8, 9, 40
Economic situation and policies, 8-9,

11-13
Exchange rates, effective, 23, 25c, 40
Financing, 8, 30, 31t, 32, 45-46;

innovations in, 46
Ineligibility to use Fund resources, 57
Inflation, 4, 15, 15t, 36,40
International bonds, 19

International reserves, 19-20, 22t, 65,
66t, 68t

Living standards, 11, 13c
Monetary policies, 15
Output, 1, 11-13, 12t, 28-30, 29c, 21 7t
Prices: consumer, 15t; non-oil primary

commodity, 17-18, 18c, 36; oil,
18c

Purchases from Fund, 54t, 72-74, 105t
Reserves, 19, 20, 31, 65
SDRs, holdings of, 104t
Trade: balance, 29, 29c; exports, 8-9,

12t, 16t, 17, 28-30, 29c, 217t;
imports, T6t, 17c; liberalization, 40;
terms of, 1 6t, 28-30

Capital Exporting Countries
Balance of payments, 8
Classification, 215, 216
Debt, outstanding, 217t
Financing, 30-32, 31t
Output, 217t
SDRs, holdings of, 104t
Trade: exports, 217t

Capital Importing Countries
Balance of payments, 8
Classification, 215-16
Debt: and debt-service ratios, 33t;

outstanding, 217t
Deficits, fiscal, 31t
Financing, 31 1, 32
International reserves, 31t, 65, 66t
Output, 217t
SDRs, holdings of, 104t
Trade: exports, 21 7t; imports, 17c
Use of Fund credit, 31 1

Diversified Borrowers
Classification, 216
Debt, outstanding, 217t
Output, 217t
Trade: exports, 217t

Market Borrowers
Balance of payments, 27t
Classification, 215
Debt, outstanding, 217t
Output, 217t
Trade: exports, 217t

Official Borrowers
Balance of payments, 27t
Classification, 215-16
Debt: and debt-service ratios, 33t;

outstanding, 217t
Output, 217t
Trade: exports, 217t

Countries with Debt-Servicing Problems
Debt: and debt-service ratios, 33t;

debt stocks and debt-to-export
ratios, 32c; outstanding, 21 7t

Definition, 216
Financing, 4, 32
Output, 12t, 217t
SDRs, holdings of, 104t
Trade: exports, 21 7t; imports, 17c

Countries without Debt-Servicing
Problems

Debt: debt stocks and debt-to-export
ratios, 32c; outstanding, 21 7t

Definition, 216
Financing, 4, 32
Output, 217t

SDRs, holdings of, 104t
Trade: exports, 217t; imports, 17c

Fuel Exporters
Balance of payments, 8, 27t, 28-29,

29c, 31
Classification, 214
Debt, outstanding, 217t
Economic policies, 11, 28
Output, 1, 11-12, 12t
Reserves, 31
Trade: balance, 29c; exports, 16t, 17,

29c, 217t; imports, 16t, 17; terms of,
16t

Non-Fuel Exporters
Balance of payments, 27t, 29, 29c, 30
Debt, outstanding, 217t
Definition, 214
Output, 1, 12t, 28, 217t
Trade: balance, 29c; exports, 16t, 17,

29c, 217t; imports, 16t; terms of,
16t, 29

Exporters of Manufactures
Balance of payments, 31
Classification, 215
Debt, outstanding, 217t
Deficits, fiscal, 9
Output, 1, 12t, 217t
Reserves, 31
Trade: exports, 30, 21 7t; imports, 17c

Primary Product Exporters
Balance of payments, 8
Classification, 214
Debt, outstanding, 217t
Deficit, fiscal, 9
Financing, 30
Output, 12t, 17, 217t
Trade: exports, 217t; terms of, 30

Agricultural exporters
Debt, outstanding, 217t
Definition, 214
Output, 217t
Trade: exports, 217t

Mineral exporters
Classification, 214
Debt, outstanding, 217t
Output, 217t
Trade: exports, 217t

Service and Remittance Countries
Classification, 215
Debt, outstanding, 21 7t
Output, 12t, 217t
Trade: exports, 217t

Non-Oil Developing Countries
Classification, 217
Debt, outstanding, 21 7t
Economic policies, 17
Output, 217t
Prices, oil, 17
Trade: exports, 217t

Oil Exporting Countries
Classification, 216, 21 6n, 217
Debt, outstanding, 217t
Output, 217t
Prices, oil, 17, 18c
Trade: exports, 217t; terms of, 17

DEVELOPING COUNTRIES, OTHER
Capital Importing Fuel Exporters

Classification, 216
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Debt, outstanding, 217t
Output, 217t
Trade: exports, 217t; imports, 17c

Heavily Indebted Countries
Arrears, payments, 44
Classification, 216
Debt: debt stocks and debt-to-export

ratios, 32c; outstanding, 4, 21 7t;
strategy, 4, 45

Economic policies, 4
Financing, 1, 4, 45-46; innovations in,

45, 46
Investment, 45
Output, 12t, 217t
Stand-by and extended arrangements,

49
Trade: exports, 17, 217t; imports, 17c

Small Low-Income Countries
Classification, 216
Debt: burden, 4, 33; debt stocks and

debt-to-export ratios, 32c;
outstanding, 217t

Financing, 45; role of Fund and World
Bank in, 47, 48-51; structural
adjustment facility and enhanced
structural adjustment facility in, 32,
50-51

Output, 217t
Paris Club debt rescheduling

agreements, 46-47
Stand-by and extended arrangements,

49
Structural adjustment facility, assistance

under, 50; enhanced structural
adjustment facility, 50-51

Trade: exports, 21 7t; imports, 17c
Sub-Saharan Africa

Balance of payments, 1 , 29c, 30
Classification, 216
Debt, outstanding, 217t
Deficit, fiscal, 30
Financing, 8
Living standards, 1 1
Output, 1, 12, 12t, 217t
Prices, 8, 15t
Trade: balance, 29c; exports, 12, 21 7t;

terms of, 12, 30

DEVELOPMENT COMMITTEE
Communiques, 151-55

DIVERSIFIED BORROWERS
See DEVELOPING COUNTRIES

DJIBOUTI
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
SDRs, 100t

DOMINICA
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Repurchases from Fund, 93t
SDRs, 100t
Structural adjustment facility,

arrangement with Fund, 98t, 182t
Supplementary Financing Facility Subsidy

Account, beneficiary, 105t, 137t

DOMINICAN REPUBLIC
Article VIII obligations, acceptance of,

107t

Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Repurchases from Fund, 93t
SDRs, 100t

ECUADOR
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
Exchange rates, 25
Financing innovations, 46
Interest payments, suspension of, 44
Purchases from Fund, 90t
Repurchases from Fund, 93t
SDRs, 100t
Stand-by arrangement with Fund, 89t,

182t

EGYPT
Classification by Fund, 213
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Paris Club debt rescheduling agreement,

47
Purchases from Fund, 90t
Repurchases from Fund, 93t
SDRs, 100t
Stand-by arrangement with Fund, 73, 89t,

182t

EL SALVADOR
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
Repurchases from Fund, 93t
SDRs, 100t

ENHANCED STRUCTURAL ADJUSTMENT
FACILITY

Access to resources, 130-32, 133
Assistance to low-income countries, 4,

32,50, 119
Borrowing for, 122-23, 197
Establishment, 47, 50, 76, 119
Executive Board Decisions on, 119-33
Fund-Bank collaboration, 50-51
Loans: framework for lending, 130-31;

terms and conditions of, 129-30
Managing Director's summary, 128-32
Operation, 196-97
Policy framework papers, requirement of,

50-51, 115-116, 130; seminar on,
51

Purpose, 50, 196
Resources, 1 95t; transfer of, 1 32
Trust: access to resources, 133;

administration, 127-28;
establishment, 119; Fund as Trustee,
120, 133; loans, 120-22, 129-31;
purpose, 120; Trust instrument, 120-
27

ENLARGED ACCESS TO FUND
RESOURCES

Access limits, modification, 56, 109
Borrowed Resources Suspense Accounts,

170
Borrowing by Fund for, 74-75, 96t, 174,

181
Charge, rate of, 80
Executive Board Decisions, 109-110
Extension of, 109
Fund's general resources, use of, 55c
Ordinary and borrowed resources, use of,

110

Purchases from Fund, 90t, 180t
Purpose, 170
Repayments of Fund borrowing, 181t
Repurchases from Fund, 93t
Use of Fund credit, 95t

EQUATORIAL GUINEA
Exchange arrangements, 87t
SDRs, 100t

EQUITY MARKETS, 6, 8, 20-21, 21c

ETHIOPIA
Exchange arrangements, 87t
Repurchases from Fund, 93t
SDRs, 100t

EUROPE
Balance of payments, developing

countries, 27t, 29c
Capital formation, 13c
Debt: and debt-service ratios, developing

countries, 33t; outstanding, 21 7t
European Monetary System, 23
Exchange rates, 25c
Inflation, 14
Interest rates, 8, 23
Living standards, developing countries,

13c
Output, developing countries, 12t, 13c,

21 7t
Prices, 15t, 21 c
Purchases from Fund, developing

countries, 54t
Trade: balance, developing countries,

29c; exports, 12, 20, 21 7t; imports,
17c

Unemployment, 8, 11, 11c

EUROPEAN MONETARY SYSTEM (EMS)
European currency units (ECUs), role as

reserve currency, 67-70, 69t, 70,
71t

European Monetary Cooperation Fund,
67, 70, 70n

Exchange rates, 23; realignment, 23
Gold holdings, 67, 70, 70n
Participants, currencies of, 23

EXCHANGE MARKETS
Fluctuations in, 52
Official intervention, 19, 22, 23, 52
Plaza Accord, 22

EXCHANGE RATES
Adjustment, 15, 16, 20
Arrangements, 25, 40, 87t
Balance of payments, effect on, 22, 36
Currency preferences, effect on, 1 , 4
Depreciation of U.S. dollar and, 19, 22,

32
Effective: in developing countries, 23,

25c; in major industrial countries,
24c; in smaller industrial countries,
25t

European Monetary System, 23
Interest rates and, 20, 23c
List as of March 1988, 87t
Plaza Accord, 22
Policies, 22
Prices, effect on, 1 5
Realignment, 4, 22, 23
Trade imbalances, effect on, 4

See a/so SURVEILLANCE OVER
EXCHANGE RATE POLICIES and
individual countries
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INDEX

EXECUTIVE BOARD
Arrears, consideration of measures on,

54,57
Article IV consultations: conclusions, 37-

40; modifications, 43-44;
procedures, 43-44; review of
guidelines, 43

Changes in membership of, 160
Collaboration with World Bank, 51
Commodity price indices, use of, 43
Compensatory financing facility, review

of, 49-50; external contingency
component, 49-50

Conditionality, review of guidelines, 47-
49

Enhanced structural adjustment facility,
establishment of, 50; policy
framework paper, 50-51

Enhanced surveillance procedures, 45
Extended Fund facility, reconsideration

of, 49
Financial position of the Fund, measures

for strengthening, 57
Financing, recent innovations in, 46
Indicators, analysis of, 42-43
List of Executive Directors and voting

power, 156
Monitoring of Fund-supported programs,

35, 48—49; adjustment programs for
poverty, 48; structural reforms in, 48

Policy coordination, promotion of, 35-
37,42

Quotas, report to Board of Governors, 58,
138; Committee of the Whole, 58;
proposed resolution, 58, 138-39

SDRs, discussion of allocations, 53;
review of issues relating to, 53

Structural adjustment facility, first review
of, 50, 114-18

Surveillance over exchange rate policies,
review of implementation, 44, 108

Trade policy, review of, 40-41
World economy, review of, 2-3, 35-37,

43; focus on indicators, 42-43

See a/so EXECUTIVE BOARD DECISIONS

EXECUTIVE BOARD DECISIONS
Article IV consultation procedures, 109;

change in cycles, 109
Borrowed resources, greater use of, 72n
Borrowing agreement with Saudi Arabian

Monetary Agency, proposed renewal,
1 33-34

Burden sharing: implementation of, 112;
principles of, 112

Charges, rate of, 57, 57n, 137-38;
retroactive reductions in, 57, 57n,
138

Conditionality, guidelines on, 48n
Enhanced structural adjustment facility,

119-33: access to resources, 133;
administration, 118; establishment,
76n, 119; interest on loans, 133;
Trust established, 119; Trust
instrument, 119-28

Enlarged access to Fund resources:
extension of period and access
limits, 109; lengthening of program
period for extended arrangements,
109; use of ordinary and borrowed
resources, 1 10

Extended arrangements, period of, 1 09

Extended Fund facility, establishment of,
73n

Fund's income position: additions to
Special Contingent Account and
disposition of amounts, 1 1 1-12;
burden sharing, 112-13;
establishment of Special Contingent
Account, 111; income target, 1 12;
rate of charge, determination of,
1 12; review of income position, 1 13

General Arrangements to Borrow, Sixth
Renewal, 56n, 75n, 133

General Resources Account, SDR
holdings in, 76n

Multiple currency practices, application
to capital transactions, 1 10

Overdue financial obligations to the
Fund: eligibility for subsidy payment,
79n; medium of payment, 1 10;
special charges, 79n, 110; Special
Contingent Account, 1 1 1

Quotas, Ninth General Review, proposed
Resolution, 138-39

Remuneration, rate of, 57n, 137-38
SDRs: level of Fund's holdings, 76, 76n;

use in payment of Trust Fund
obligations, 135

Special Contingent Account,
establishment of, 57, 111 ; additions
and disposition of amounts, 57, 57n,
111

Structural adjustment facility, 114-18:
administration, 114; amendment,
1 18; amounts of assistance, 1 14;
review of, 114-18, 119

Supplementary Financing Facility Subsidy
Account: payments to members,
136, 137t; resources of, 79n

Surveillance over exchange rate policies,
35n: amendment and review of
document, 108; review of
implementation, 108-109

Transfer of resources for Enhanced
Structural Adjustment Facility Trust,
132

Trust Fund, 135: interest payments,
means of, 135; repayment of
principal, 135

EXPORTERS OF MANUFACTURES
See DEVELOPING COUNTRIES

EXTENDED FUND FACILITY
Access limits, 49, 56
Arrangements under, 54t, 92t, 1 82t
Borrowed resources, use of, 92t
Duration, 49,109
Enlarged access to Fund resources, use by

members, 55c
Executive Board decisions, 73n, 109
Ordinary resources, use of, 55c
Purchases by members, 73, 88t, 96t, 182t
Purpose of, 1 70
Repurchases by members, 93t
Use of Fund credit, 95t, 172t

EXTERNAL RELATIONS OF FUND, 85-86

FIJI
Article VIM obligations, acceptance of,

107t
Exchange arrangements, 87t

Repurchases from Fund, 93t
SDRs, 100t

FINANCES OF FUND
Administered accounts, 78-79, 169-71
Arrears, members in, 56-57, 57t
Borrowed Resources Suspense Accounts,

75, 170
Burden sharing, principles of, 112
Financial statements, 165-212
Income, 57-58, 79-80; target, 57, 80,

112
Overdue obligations, examination of, 79;

Executive Board Decisions, 111-14
Reserves, 57-58, 112
Special Contingent Account, 57, 111
Special Disbursement Account, 75-76,

114, 132, 182t
See a/so GENERAL RESOURCES

ACCOUNT TRANSACTIONS

FINLAND
Article VIII obligations, acceptance of,

107t
Balance of payments, 6
Exchange arrangements, 87t
Exchange rates, effective, 25t
SDRs, 100t

FRANCE
Article VIII obligations, acceptance of,

107t
Balance of payments, 5t, 26c, 27, 27t,

38
Deficit, fiscal, 6, 38
Equity markets, 20, 21c(n)
European Monetary System, 23
Exchange arrangements, 87t
Exchange rates, effective, 24c
Fiscal policy, 5t, 38, 42
Group of Seven, 2-3, 4, 6, 22, 36, 37,

42
Inflation, 14c
Interest rates, 7c, 38
Louvre Accord, 2, 6, 21, 22, 36, 37
Monetary aggregates, 6t
Output, 6t, 10, 10t, 38
Prices, 6t, 14c; of equities, 20, 21c(n)
Role of franc as currency peg, 87t; as

reserve currency, 68t, 69t
SDRs, 100t; transactions with

designation, 77
Trade, terms of, 27
Unemployment, 11c, 38

FUEL EXPORTERS
See DEVELOPING COUNTRIES

GABON
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Purchases from Fund, 90t
SDRs, 100t
Stand-by arrangement with Fund, 89t,

182t

GAMBIA, THE
Exchange arrangements, 87t
Purchases from Fund, 90t
Repurchases from Fund, 93t
SDRs, lOOt
Stand-by arrangement with Fund, 89t
Structural adjustment facility,

arrangement with Fund, 98t, 182t
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Supplementary Financing Facility Subsidy
Account, beneficiary, 105t, 137t

GENERAL AGREEMENT ON TARIFFS AND
TRADE (GATT)

Fund relations with, 41, 84, 85
Uruguay Round of multilateral trade

negotiations, 8, 40, 41, 85
GENERAL ARRANGEMENTS TO BORROW

(GAB), 56, 75, 95t, 133, 134, 174-
75

See a/so BORROWING BY FUND
GENERAL RESOURCES ACCOUNT

TRANSACTIONS
Arrears in settling obligations, 56-57, 57t
Asssessments, 99t, 1 0Ot
Borrowing by Fund, 97t
Charges, 79-81, 100t, 137-38
Fund credit outstanding, 55, 95t
Ineligibility to use Fund resources, 56-57,

57t
Interest payments received on, 99t, 100t
Overdue financial obligations: charges,

57n, 57t, 79, 79n, 81, 137-38
Purchases by members, 54-55, 54t. 72-

73, 90t, 91 1, 96t, 99t, 180t
Quota payments, 99t, 1 76t
Remuneration, 81, 99t; rate of, 137-38,

105t
Repurchases by members, 53, 55, 56c,

54t, 74, 91t, 93t, 96t, 99t; overdue
charges on, 80-81, 99t, 137-38

SDRs, 54-55; holdings, 76, 96t, lOOt;
reduction in Fund's and increase of
participants' and prescribed holders',
76; receipt of, 99t, 100t; transactions
in, 77, 99t, 100t; transfers of, 78,
99t, 100t

Usable currencies, 96t(n)
Use of Fund credit, 54t, 96t

GERMANY, FEDERAL REPUBLIC OF
Article VIII obligations, acceptance of,

107t
Balance of payments, 1, 2, 5t, 26, 26c,

27t, 38
Deficit, fiscal, 6
Economic policies, 2, 3, 42
Equity markets, 20, 21c(n)
European Monetary System, 23
Exchange arrangements, 87t
Exchange rates, 23c; effective, 24c
Fiscal policy, 3, 5t, 38
Group of Seven, 2-3, 4, 6, 22, 36, 37,

42
Inflation, 14c
Interest rates, 6, 7c, 23c
Louvre Accord, 2-3, 4, 6, 21, 22, 36, 37
Monetary aggregates, 6t; policy, 38
Output, 6t, 10, 10t
Prices, 10t, 14, 14c; of equities, 20,

21c(n)
Role of deutsche mark as reserve

currency, 68t, 69t
SDRs, 100t; transactions with

designation, 77
Supplementary financing facility, 97t
Trade, terms of, 26
Unemployment, 11c, 38

GHANA
Exchange arrangements, 87t
Extended arrangement with Fund, 73,

92t, 182t

Purchases from Fund, 90t
Repurchases from Fund, 93t
SDRs, 100t
Stand-by arrangement with Fund, 89t
Structural adjustment facility,

arrangement with Fund, 98t, 182t

GOLD
Fund holdings, 74n, 96t
Market price, 65, 66t, 67
Official holdings, 65, 66t, 67
Reserves, 66t

GREECE
Exchange arrangements, 87t
SDRs, 100t

GRENADA
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Repurchases from Fund, 93t
SDRs, 100t

GROUP OF SEVEN
Countries comprising, 2, 36n
Statements by, 2-3, 4, 6, 22, 36, 37, 42
Tokyo Economic Declaration, 42
Toronto Economic Declaration, 3
Venice Economic Declaration, 2

GUATEMALA
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
Repurchases from Fund, 93t
SDRs, 100t
Supplementary financing facility, 97t

GUINEA
Exchange arrangements, 87t
Repurchases from Fund, 93t
SDRs, 100t
Stand-by arrangement with Fund, 89t,

182t
Structural adjustment facility,

arrangement with Fund, 98t, 182t

GUINEA-BISSAU
Exchange arrangements, 87t
Paris Club debt rescheduling agreement,

47
Repurchases from Fund, 93t
SDRs, 100t
Structural adjustment facility,

arrangement with Fund, 98t, 182t

GUYANA
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Ineligibility to use Fund resources, 57
SDRs, 100t
Supplementary Financing Facility Subsidy

Account, beneficiary, 105t, 137t
HAITI

Article VIII obligations, acceptance of,
107t

Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Repurchases from Fund, 93t
SDRs, 100t
Structural adjustment facility,

arrangement with Fund, 98t, 182t
HEAVILY INDEBTED COUNTRIES

See DEVELOPING COUNTRIES, OTHER

HONDURAS
Article VIII obligations, acceptance of,

107t
Debt conversion, 46
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Repurchases from Fund, 93t
SDRs, 100t

HONG KONG
Equity markets closed, 20
Output, 12
Prices, equity, 20, 21c(n)

HUNGARY
Exchange arrangements, 87t
Repurchases from Fund, 93t
SDRs, 100t

ICELAND
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
Repurchases from Fund, 93t
SDRs, 100t

INCOME AND EXPENSES OF FUND
See FINANCES OF FUND

INDIA
Balance of payments, 9
Classification, 215
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Repurchases from Fund, 55, 74, 93t
SDRs, 100t
Structural adjustment facility, eligibility

for assistance and intention not to
use, 50, 75

Supplementary Financing Facility Subsidy
Account, beneficiary, 105t, 137t

INDONESIA
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
Purchases from Fund, 72, 73-74, 90t
SDRs, 100t

INDUSTRIAL COUNTRIES
Balance of payments, 1, 4-6, 5t, 9, 18,

25-28, 26c, 27t
Capital markets, 18-19
Classification, 213
Deficits, fiscal, 5-6, 22, 28
Equity markets, crisis of October 1987, 6,

9, 20-21; prices, 21 c
European Monetary System, 23
Exchange rates, effective, 4, 9, 23c, 24c,

25t
Fiscal policies, 2-3, 4-6, 5t, 8, 22
Group of Seven, 2-3, 4, 6, 22, 36, 37,

42
Inflation, 5, 9, 13-14, 14c
Interest rates, 6, 7c, 8, 9, 23c, 25t
International reserves, 19-21, 22t, 66t,

68t
Louvre Accord, 2, 6, 21, 22, 36, 37
Monetary aggregates, 6t
Output, 6t, 10, 10t, 11
Prices, 10t, 14, 14c, 17, 18c; of equities,

21c
Purchases from Fund, 54t
SDRs, 104t
Trade: exports, 16t, 25-28; imports, 16t,
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25-28; protectionism, 40, 44; terms
of, 9, 16t, 25-28

Unemployment, 8, 10, 11c

INTERIM COMMITTEE
Arrears of Fund members, concern over,

56-57
Communiques, 140-50, 44, 49
Compensatory financing facility, external

contingency mechanism component
of, 148

Consultations: support for use of
indicators and policy interactions in,
42,43

Debt strategy, role in, 44, 57, 146-47
Enlarged access policy, recommendations

on, 56
Enhanced structural adjustment facility,

stress on, 147
Extended Fund facility, recommendation

on, 49
Financing innovations noted, 45, 46
Indicators, stress on, 42; commodity

price indices, 42
Quotas, Ninth General Review, 139, 146
SDR: allocations and role of, review of,

149
Surveillance over exchange rate policies,

review of, 42; use of indicators, 42
World economic outlook, suggestions on,

36-37, 43

INTERNATIONAL ACCORDS
Louvre Accord, 2, 6, 21, 22, 36, 37
Plaza Accord, 22
Punta del Este Declaration, 41
Tokyo Economic Declaration, 42
Toronto Economic Declaration, 3
Venice Economic Declaration, 2

INTERNATIONAL BANK FOR
RECONSTRUCTION AND
DEVELOPMENT

See WORLD BANK

INTERNATIONAL COOPERATION
Canada and the United States, 39
Fund's role in, 32, 47, 84-85
Declarations of, 2, 3, 41, 42
Fund-Bank collaboration, 41, 48, 50, 51,

75-76, 84-85
See a/so GROUP OF SEVEN, statements

by
INTERNATIONAL ORGANIZATIONS

Fund relations with, 84-85
International Development Association,

loans to low-income countries, 47
SDR as unit of account for, 78, 78n
SDRs, prescribed holders of, 76n, 103t
Seminar on policy framework papers, 51

INTERNATIONAL RESERVES
Accumulation, 20, 22t, 52
Adequacy, 51-52; safety net, 52
Bonds, 19
Changes in, 65, 66t, 67, 68t
Currency diversification, 67, 68t, 69t, 71 1
Distribution, 66t, 68t
Evolution of, 65-67
Foreign exchange, 52, 53, 68t, 69t;

currency composition, 68t, 69t;
official holdings, 66t, 68t; placement
of official, 70, 71 1

Fund-related assets, 65-67, 66t
Gold, 66t, 67

Holdings: by members, 104t; official, 66t,
68t, 69t; placement of official, 70,
71t

Liquidity of, 51-52
Relation to trade, 52
SDRs as reserve assets, 53, 65-67, 66t

INTERNATIONAL TRADE
Balances, 16, 28, 29c
Consultation reports on trade issues, 40-

41
Debt-to-exports ratio of developing

countries, 32c
Exchange rate effects on, 4
Policies, 40-41; liberalization, 40, 41
Prices, 16t, 17, 18, 18c
Protectionism, 37, 40, 44
Terms of trade, 15, 16t, 29-30, 29c, 30
Uruguay Round of multilateral trade

negotiations, 8, 40, 41, 85
Value, 16t
Volume, 1, 15, 16t, 17c, 30

IRAN, ISLAMIC REPUBLIC OF
Exchange arrangements, 87t
SDRs, 100t

IRAQ
Exchange arrangements, 87t
SDRs, 100t

IRELAND
Article VIII obligations, acceptance of,

107t
Balance of payments, 28
European Monetary System, 23
Exchange arrangements, 87t
Exchange rates, effective, 25t
SDRs, 100t

ISRAEL
Exchange arrangements, 87t
SDRs, 100t

ITALY
Article VIII obligations, acceptance of,

107t
Balance of payments, 5t, 26c, 27, 27c
Deficit, fiscal, 6
Equity prices, 21c(n)
European Monetary System, 23, 39
Exchange arrangements, 87t
Exchange rates, effective, 24c
Fiscal policy, 5t, 39
Group of Seven, 2-3, 4, 6, 22, 36, 37,

42
Inflation, 14c
Interest rates, 7c, 39
Monetary aggregates, 6t
Output, 6t, 10, 10t, 39
Prices, 10t, 14, 14c, 39, 21c(n)
SDRs, 100t; transactions with

designation, 77
Trade, terms of, 27
Unemployment, 1 1c
Voluntary Contribution Accounts, use of,

199, 200

JAMAICA
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Purchases from Fund, 90t
Repurchases from Fund, 93t
SDRs, 100t

Stand-by arrangement with Fund, 89t,
182t

Supplementary Financing Facility Subsidy
Account, beneficiary, 105t, 137t

JAPAN
Article VIII obligations, acceptance of,

107t
Balance of payments, 1, 5t, 26, 26c, 27,

27t, 37, 38
Borrowing by Fund from, 1 74
Debt conversions, facilitating, 46
Equity markets, 20, 21c(n)
Exchange arrangements, 87t
Exchange rates, 23c; effective, 24c;

stability of, 38
Fiscal policy, 2, 8, 8n, 9, 38
Group of Seven, 2—3, 4, 6, 22, 36, 37,

42
Inflation, 14c
Interest rates, 6, 7c, 23c, 38
International reserves, 68t, 69t
Louvre Accord, 2, 6, 21, 22, 36, 37
Monetary aggregates, 6t; policy, 37-38
Output, 1, 6t, 9, 10t, 11, 37
Prices, 10t, 14, 14c; of equities, 20,

21c(n)
Role of yen as reserve currency, 68t, 69t
SDRs, 100t
Supplementary financing facility, 97t
Trade: exports, 1 7, 26; imports, 26; terms

of, 26, 37
Unemployment, 11, lie

JOINT MINISTERIAL COMMITTEE OF THE
BANK AND THE FUND ON THE
TRANSFER OF REAL RESOURCES
TO DEVELOPING COUNTRIES

See DEVELOPMENT COMMITTEE

JORDAN
Exchange arrangements, 87t
Repurchases from Fund, 93t
SDRs, 100t

KAMPUCHEA, DEMOCRATIC
Exchange arrangements, 87t(n)
Quota and remuneration, 81 n
SDRs, 1001
Trust Fund, holdings in, 193—94

KENYA
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Purchases from Fund, 90t
Repurchases from Fund, 93t
SDRs, lOOt
Stand-by arrangement with Fund, 92t,

182t
Structural adjustment facility,

arrangement with Fund, 98t, 182t
Supplementary Financing Facility Subsidy

Account, beneficiary, 1()5t, 137t

KIRIBATI
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
SDRs, 100t

KOREA
Exchange arrangements, 87t
Output, 12
Repurchases from Fund, 55, 74, 93t
SDRs, 100t
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KUWAIT
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
SDRs, 100t
Supplementary financing facility, 97t

LAO PEOPLE'S DEMOCRATIC REPUBLIC
Exchange arrangements, 87t
SDRs, lOOt
Technical assistance by Fund, 82

LEBANON
Exchange arrangements, 87t
SDRs, 100t

LESOTHO
Exchange arrangements, 87t
SDRs, 100t

LIBERIA
Exchange arrangements, 87t
Ineligibility to use Fund resources, 57
SDRs, 100t
Supplementary Financing Facility Subsidy

Account, beneficiary, 105t, 137t

LIBYAN ARAB JAMAHIRIYA
Classification by Fund, 213
Exchange arrangements, 87t
SDRs, 100t

LIQUIDITY POSITION OF FUND, 56, 74

LOUVRE ACCORD, 2, 6, 21, 22, 36, 37

LUXEMBOURG
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
Exchange rates, effective, 25t
SDRs, 100t

MADAGASCAR
Exchange arrangements, 87t
Purchases from Fund, 90t
Repurchases from Fund, 93t
SDRs, 100t
Stand-by arrangement with Fund, 89t
Structural adjustment facility,

arrangement with Fund, 98t, 1 82t
Supplementary Financing Facility Subsidy

Account, beneficiary, 105t, 137t

MALAWI
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Repurchases from Fund, 93t
SDRs, 100t
Stand-by arrangement with Fund, 89t,

182t
Supplementary Financing Facility Subsidy

Account, beneficiary, 105t, 137t

MALAYSIA
Article VIII obligations, acceptance of,

107t
Equity prices, 21c(n)
Exchange arrangements, 87t
SDRs, 100t

MALDIVES
Exchange arrangements, 87t
SDRs, 100t

MALI
Exchange arrangements, 87t
Repurchases from Fund, 93t
SDRs, 100t

MALTA
Exchange arrangements, 87t
SDRs, 100t

MARKET BORROWERS
See DEVELOPING COUNTRIES

MAURITANIA
Exchange arrangements, 87t
Purchases from Fund, 90t
Repurchases from Fund, 93t
SDRs, 100t
Stand-by arrangement with Fund, 89t,

182t
Structural adjustment facility,

arrangement with Fund, 98t, 182t
Supplementary Financing Facility Subsidy

Account, beneficiary, 105t, 137t

MAURITIUS
Exchange arrangements, 87t
Repurchases from Fund, 93t
SDRs, 100t
Supplementary Financing Facility Subsidy

Account, beneficiary, 105t, 137t

MEMBERSHIP IN FUND
Angola, application of, 72

MEXICO
Article VIII obligations, acceptance of,

107t
Bank lending to, 19
Equity prices, 21c(n)
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Financing innovations, 46
Output, 12
Purchases from Fund, 74, 90t
Repurchases from Fund, 55, 93t
SDRs, 100t
Stand-by arrangement with Fund, 89t

MIDDLE EAST
Balance of payments, 26, 27t
Capital formation of developing countries,

13c
Classification, 213
Debt: and debt-service ratios of

developing countries, 33t;
outstanding, 217t

Exchange rates of developing countries,
25c

Living standards of developing countries,
11, 13c

Output of developing countries, 11, 12t,
13c, 21 7t

Prices of developing countries, 15t, 30
Purchases of developing countries from

the Fund, 54t
Trade: exports, 21 7t; imports, 17c, 30

MOROCCO
Classification by Fund, 216
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Purchases from Fund, 90t
Repurchases from Fund, 93t
SDRs, lOOt
Stand-by arrangement with Fund, 89t
Supplementary Financing Facility Subsidy

Account, beneficiary, 105t, 137t
MOZAMBIQUE

Exchange arrangements, 87t
Paris Club debt rescheduling agreement,

47

SDRs, 100t
Structural adjustment facility,

arrangement with Fund, 98t, 182t

NEPAL
Exchange arrangements, 87t
SDRs, lOOt
Structural adjustment facility,

arrangement with Fund, 98t, 182t

NETHERLANDS
Article VIII obligations, acceptance of,

107t
Balance of payments, 6, 28
Equity prices, 21c(n)
European Monetary System, 23
Exchange arrangements, 87t
Exchange rates, effective, 25t
Inflation, 14
Role of guilder as reserve currency, 68t,

69t
SDRs, 100t
Supplementary financing facility, 97t

NEW ZEALAND
Article VIII obligations, acceptance of,

107t
Balance of payments, 6
Exchange arrangements, 87t
Exchange rates, effective, 25t
SDRs, 100t

NICARAGUA
Article VIM obligations, acceptance of,

107t
Exchange arrangements, 87t
SDRs, 100t

NIGER
Exchange arrangements, 87t
Paris Club debt rescheduling agreement,

47
Purchases from Fund, 90t
Repurchases from Fund, 93t
SDRs, 100t
Stand-by arrangement with Fund, 89t
Structural adjustment facility,

arrangement with Fund, 98t, 182t

NIGERIA
Classification by Fund, 213, 216
Exchange arrangements, 87t
SDRs, 100t
Stand-by arrangement with Fund, 89t
Supplementary financing facility, 97t

NON-FUEL EXPORTERS
See DEVELOPING COUNTRIES

NON-OIL DEVELOPING COUNTRIES
See DEVELOPING COUNTRIES

NORWAY
Article VIII obligations, acceptance of,

107t
Balance of payments, 6, 28
Equity prices, 21c(n)
Exchange arrangements, 87t
Exchange rates, effective, 25t
Output, 28
SDRs, 100t

OFFICIAL BORROWERS
See DEVELOPING COUNTRIES

OIL EXPORTING COUNTRIES
See DEVELOPING COUNTRIES
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OIL FACILITY
Borrowing by Fund for, 95t
General resources of Fund, use of, 55c
Use of Fund credit, 95t

OMAN
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
SDRs, 100t

PAKISTAN
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Repurchases from Fund, 93t
SDRs, 100t
Supplementary Financing Facility Subsidy

Account, beneficiary, 105t, 137t

PANAMA
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
Repurchases from Fund, 93t
SDRs, 100t

PAPUA NEW GUINEA
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
SDRs, 100t

PARAGUAY
Exchange arrangements, 87t
SDRs, 100t

PARIS CLUB, 46-47

PERU
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Ineligibility to use Fund resources, 57
SDRs, 100t
Supplementary Financing Facility Subsidy

Account, beneficiary, 105t, 137t

PHILIPPINES
Debt conversion, 46
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Purchases from Fund, 90t
Repurchases from Fund, 93t
SDRs, 100t
Stand-by arrangement with Fund, 89t,

182t
Supplementary Financing Facility Subsidy

Account, beneficiary, 105t, 137t

PLAZA ACCORD, 22

POLAND
Exchange arrangements, 87t
Paris Club debt rescheduling agreement,

47
SDRs, 100t
Technical assistance by Fund, 84

PORTUGAL
Exchange arrangements, 87t
Output, 12
Repurchases from Fund, 55, 93t
SDRs, 100t

PRICES
Changes in, 10t, 14, 14c, 17-18
Commodity, non-oil primary, 8, 13, 18c
Consumer, 14c, 15t

Equity, 6, 8, 20-21, 21c
Manufactures, 16t
Oil, 11, 13, 17, 18c
Trade, 16t

PRIMARY PRODUCT EXPORTERS
See DEVELOPING COUNTRIES

PUBLICATIONS OF FUND, 86, 106t

PUNTA DEL ESTE DECLARATION, 41

QATAR
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
SDRs, 100t.

QUOTAS OF FUND MEMBERS
Eighth General Review, 67
List of members, with quotas, 1 76t
Ninth General Review, 58, 72, 138
Payment in SDRs, 67, 99t, 176t
Total, 72, 176t

RESERVE TRANCHE
Positions of members, 74, 96t, 1 72t
Purchases by members, 73, 73n, 91t(n),

96t, 1 69-70

ROMANIA
Exchange arrangements, 87t
Repurchases from Fund, 93t
SDRs, lOOt

RULES AND REGULATIONS
Rule 1-6(4) rate of charge, 112
Rule 1-10, rate of remuneration, 1 12
Rule P-9, use of SDRs in payment of Trust

Fund loans, 135

RWANDA
Exchange arrangements, 87t
SDRs, 100t

ST. KITTS AND NEVIS
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
Technical assistance by Fund, 83

ST. LUCIA
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
SDRs, 100t

ST. VINCENT AND THE GRENADINES
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
SDRs, 100t

SAO TOME AND PRINCIPE
Exchange arrangements, 87t
Purchases from Fund, 90t
SDRs, 100t

SAUDI ARABIA
Article VIII obligations, acceptance of,

107t
Enlarged access policy, borrowing

agreement for, 133-34
Exchange arrangements, 87t
SDRs, lOOt
Supplementary financing facility, 97t

SDRs
Allocations, 53, 76; net cumulative,

100t; percentage, 104t

Assets denomination in, 65, 66t, 67
Decisions affecting operations in SDRs,

76n, 135, 137-38
Charges, 80-81, 99t, 137-38, 173; rate

of, 105t, 137-38
Holdings: by Fund, 76, 77; reduction in,

76, 99t; by members, 76, 100t, 104t;
in General Resources Account, 100t;
of prescribed holders, increase in, 76

Interest rate on, 81, 105t
Payment of interest by Fund, use in, 77
Prescribed holders of, 76, 76n, 103t
Purchases from Fund, 99t
Purposes, 172, 186
Quotas, use in payment of, 67, 99t, 176t
Reconstitution, 99t
Remuneration paid to Fund members,

99t; rate of, 105t, 137-38
Repayment of lenders by Fund, use in,

97t, 99t; of Trust Fund obligations,
135

Repurchases from Fund, 93t, 99t
Reserves in, 65, 66t, 67, 68
Transactions and operations, summary of,

100t
Transfers: among participants and

prescribed holders, 76, 77, 99t,
100t; by agreement, 77, 99t; to and
from General Resources Account,
78, 99t; with designation, 77, 99t

Two-way arrangements with participants,
58, 77

Uses: currency peg, 78, 87t; loans and
settlements, 77, 135; unit of
account, 78, 78n; other, 67, 77, 186

SDR DEPARTMENT
Operations, 76-77, 183t, 184t, 186
Overdue obligations to, 57t
Participants, 73, 100t
Prescribed holders, 76, 76n, 103t
Reduction in Fund's holdings, 76
Transfers: among participants and

prescribed holders, 76, 100t; by
agreement, 77; with designation, 77

SENEGAL
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Purchases from Fund, 90t
Repurchases from Fund, 93t
SDRs, 100t
Stand-by arrangement with Fund, 89t,

182t
Structural adjustment facility,

arrangement with Fund, 98t, 182t
Supplementary Financing Facility Subsidy

Account, beneficiary, 105t, 137t

SERVICE AND REMITTANCE COUNTRIES
See DEVELOPING COUNTRIES

SEYCHELLES
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
SDRs, lOOt

SIERRA LEONE
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Ineligibility to use Fund resources, 57
Repurchases from Fund, 93t
SDRs, lOOt
Stand-by arrangement with Fund, 89t
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Structural adjustment facility,
arrangement with Fund, 98t, 1 82t

Supplementary Financing Facility Subsidy
Account, beneficiary, 105t, 137t

Technical assistance by Fund, 82

SINGAPORE
Article VIII obligations, acceptance of,

107t
Equity prices, 21c(n)
Exchange arrangements, 87t
Output, 12
SDRs, 100t

SMALL LOW-INCOME COUNTRIES
See DEVELOPING COUNTRIES, OTHER

SOLOMON ISLANDS
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
Repurchases from Fund, 93t
SDRs, 100t

SOMALIA
Exchange arrangements, 87t
Ineligibility to use Fund resources, 57
Purchases from Fund, 90t
Repurchases from Fund, 93t
SDRs, 100t
Stand-by arrangement with Fund, 89t,

182t
Structural adjustment facility,

arrangement with Fund, 98t, 182t

SOUTH AFRICA
Article VIII obligations, acceptance of,

107t
Classification by Fund, 213, 216
Exchange arrangements, 87t
Repurchases from Fund, 55, 74, 93t
SDRs, 100t

SPAIN
Article VIII obligations, acceptance of,

107t
Balance of payments, 6, 11,28
Equity prices, 21c(n)
Exchange arrangements, 87t
Exchange rates, effective, 25t
Output, 28
SDRs, 100t

SPECIAL DRAWING RIGHTS
5ee SDRs

SPECIAL DRAWING RIGHTS DEPARTMENT
See SDR DEPARTMENT

SRI LANKA
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Purchases from Fund, 90t
Repurchases from Fund, 93t
SDRs, 100t
Structural adjustment facility,

arrangement with Fund, 98t, 1 82t
Supplementary Financing Facility Subsidy

Account, beneficiary, 105t, 137t

STAFF OF THE FUND, 86, 175
Article IV consultation reports, 37-40,

43-44
Confidentiality of reports, 44, 1 16
Consultations with World Bank staff, 50-

51
External relations, 85-86

Missions of Fund and World Bank,
participation in, 51

Policy framework papers, 50-51, 76, 81,
115

Staff Retirement Plan, 175, 201-12
Technical assistance by, 81-84
World Economic Outlook exercise, 35,

36, 42, 43; use of indicators in, 42

STAND-BY ARRANGEMENTS FOR FUND
MEMBERS

Access limits, 56
Borrowed resources, use of, 89t
Commitments under, 54t, 73, 89t, 175,

182t
In financial year 1987/88, 73
Ordinary resources, use of, 182t
Summary of, 89t, 91t, 182t

STRUCTURAL ADJUSTMENT FACILITY
Arrangements, 75-76, 98t, 182t
Collaboration with World Bank, 75-76
Eligibility of members for assistance, 50,

75; China and India, intention not to
use, 50, 75

Enhanced structural adjustment facility
established, 76, 119-33

Establishment, 50, 75
Policy framework paper, requirement of,

50, 75-76
Purposes, 50, 75
Resources for, 50, 75
Review of, 50, 114-18

See a/so ENHANCED STRUCTURAL
ADJUSTMENT FACILITY

SUB-SAHARAN AFRICA
See DEVELOPING COUNTRIES, OTHER

SUDAN
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Ineligibility to use Fund resources, 57
SDRs, 100t
Supplementary Financing Facility Subsidy

Account, beneficiary, 105t, 137t

SUPPLEMENTARY FINANCING FACILITY
Borrowing by Fund for, 75, 97t, 174
Disbursements, 105t, 137t
General resources of Fund, use of, 55c
Purchases by members, 105t, 137t
Purpose of Subsidy Account, 78, 1 89
Repayments by Fund to lenders, 97t, 181t
Repurchases by members, 93t
Subsidy Account, 78-79, 105t, 137t;

establishment, 78, 189; Executive
Board decisions on, 136-37, 137t;
investment, 188t; means of subsidy
payments, 1 89; use of SDRs in
payment of subsidy, 79, 105t, 137t,
188t

Subsidy payments, 105t, 137t, 189
Switzerland, lending for, 97t
Use of Fund credit, 95t

SURINAME
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
SDRs, 100t

SURVEILLANCE OVER EXCHANGE RATE
POLICIES

Article IV: consultations' role in, 35-36;
modifications to guidelines, 43—44

Enhanced surveillance, reviews of, 45;
request of Uruguay, 45

Executive Board decisions on, 35n, 108-
109

Executive Board review of, 43-44
Indicators, use of, 41^3, 42
In financial year 1987/88, 44
Multilateral surveillance, strengthening of,

43-44
Procedures for, implementation of, 44,

108-109; change in cycle, 109
World Economic Outlook exercise's role

in, 35-36, 42-43; commodity price
indices, use of, 43

SWAZILAND
Exchange arrangements, 87t
Repurchases from Fund, 93t
SDRs, 100t

SWEDEN
Article VIII obligations, acceptance of,

107t
Balance of payments, 6
Equity prices, 21c(n)
Exchange arrangements, 87t
Exchange rates, effective, 25t
SDRs, 100t

SWITZERLAND
Equity prices, 21c(n)
Exchange rates, effective, 25t
Inflation, 14
International reserves, 68t
Prescribed holder of SDRs, 76n, 103t
Role of franc as reserve currency, 68t
SDRs, 100t; prescribed holder of, 76n,

103t
Supplementary financing facility, 97t

SYRIAN ARAB REPUBLIC
Exchange arrangements, 87t
SDRs, 100t

TAIWAN PROVINCE OF CHINA
Output, 12
Reserve accumulation, 19, 31

TANZANIA
Exchange arrangements, 87t
Purchases from Fund, 90t
Repurchases from Fund, 93t
SDRs, 100t
Stand-by arrangement with Fund, 89t
Structural adjustment facility,

arrangement with Fund, 98t, 182t
Supplementary Financing Facility Subsidy

Account, beneficiary, 105t, 137t

TECHNICAL ASSISTANCE BY FUND, 81-84

THAILAND
Exchange arrangements, 87t
Repurchases from Fund, 74, 93t
SDRs, 100t

TOGO
Exchange arrangements, 87t
Purchases from Fund, 90t
Repurchases from Fund, 93t
SDRs, 100t
Stand-by arrangement with Fund, 89t,

182t
Structural adjustment facility,

arrangement with Fund, 98t, 182t
Supplementary Financing Facility Subsidy

Account, beneficiary, 105t, 137t
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TOKYO ECONOMIC DECLARATION, 42

TONGA
Exchange arrangements, 87t
SDRs, 100t

TORONTO ECONOMIC DECLARATION, 3

TRINIDAD AND TOBAGO
Exchange arrangements, 87t
Purchases from Fund, 90t
SDRs, 100t

TRUST FUND
Borrowing, 190t, 194
Distribution of profits from sale of gold by

Fund, 193
Loans, 190t, 193
Overdue obligations, 56-57, 57t, 193
Purpose, 193
Resources, change in, 192t
Special Disbursement Account, 192
Termination, 194
See a/so SUPPLEMENTARY FINANCING

FACILITY: Subsidy Account

TUNISIA
Classification by Fund, 216
Exchange arrangements, 87t
Output, 13
Purchases from Fund, 90t
SDRs, 100t
Stand-by arrangment with Fund, 89t, 182t

TURKEY
Exchange arrangements, 87t
Repurchases from Fund, 55, 74, 93t
SDRs, 100t

UGANDA
Exchange arrangements, 87t
Paris Club debt rescheduling agreement,

47
Purchases from Fund, 90t
Repurchases from Fund, 93t
SDRs, 100t
Structural adjustment facility,

arrangement with Fund, 98t, 182t

UNITED ARAB EMIRATES
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
SDRs, 100t
Technical assistance by Fund, 83

UNITED KINGDOM
Article VIII obligations, acceptance of,

107t
Balance of payments, 5t, 6, 26c, 27t, 28,

39
Equity markets, 20, 21c(n)
Exchange arrangements, 87t
Exchange rates, effective, 24c, 39
Fiscal policy, 5t, 6, 38-39
Group of Seven, 2-3, 4, 6, 22, 36, 37,

42
Inflation, 14, 14c
Interest rates, 7c, 39
Louvre Accord, 2-3, 4, 6, 22, 36, 37
Monetary aggregates, 6t; policy, 38
Output, 6t, 10, 10t
Prices, 10, 10t, 14c, 28; of equities, 20,

21c(n)
Role of pound sterling as reserve

currency, 68t, 69t

SDRs, 100t; transactions with
designation, 77

Trade: exports, 28; imports, 28
Unemployment, 11, 11 c, 38

UNITED STATES
Article VIII obligations, acceptance of,

107t
Balance of payments, 1, 22, 25, 37
Debt conversions, facilitating, 46
Deficit, fiscal, 2, 5, 22, 26, 37
Equity markets, 4, 6, 8, 20, 21c(n)
Exchange arrangements, 87t
Exchange rates, 23c; effective, 24c;

stability of, 22, 37
Fiscal policy, 5, 5t, 6, 10, 22, 37
Group of Seven, 2-3, 4, 6, 22, 36, 37,

42
Inflation, 14, 14c, 37
Interest rates, 7c, 22, 23c
Louvre Accord, 2, 6, 21, 22, 36, 37
Monetary aggregates, 6t
Output, 10, 10t, 37
Prices, 10t, 14, 14c; of equities, 10, 20,

21c(n)
Role of dollar as reserve currency, 68t,

69t
SDRs, 100t
Supplementary financing facility, 97t
Trade, 22, 26; exports, 2, 10, 17, 26;

imports, 14, 26; terms of, 26;
protectionist pressures, 37

Use of dollar as currency peg, 87t; as
reserve currency, 68t, 69t

Unemployment, 11, 11c, 37

URUGUAY
Article VIII obligations, acceptance of,

107t
Enhanced surveillance by Fund, request

for, 45
Exchange arrangements, 87t
Repurchases from Fund, 93t
SDRs, 100t

VANUATU
Article VIII obligations, acceptance of,

107t
Exchange arrangements, 87t
SDRs, 100t

VENEZUELA
Article VIII obligations, acceptance of,

107t
Enhanced surveillance by Fund, 45
Exchange arrangements, 87t
Multiyear restructuring agreement, 45
SDRs, 100t
Supplementary financing facility, 97t
Technical assistance by Fund, 83

VENICE ECONOMIC DECLARATION, 2

VIET NAM
Exchange arrangements, 87t
Ineligibility to use Fund resources, 57
SDRs, 100t

WESTERN HEMISPHERE
Balance of payments, developing

countries, 27t, 29c

Capital formation, developing countries,
13c

Debt, developing countries, 8; debt-to-
export ratios, 33; and debt-service
ratios, 33, 33t; outstanding, 217t

Exchange rates, developing countries,
25c

Investment, 12
Living standards, developing countries,

13c
Output, developing countries, 12, 12t,

13c, 21 7t
Prices, developing countries, 15t
Purchases from Fund, developing

countries, 54t
SDRs, holdings of, 67
Trade, developing countries: balance,

29c, 30; exports, 17, 217t; imports,
17, 17c

Unemployment, 1 1

WESTERN SAMOA
Exchange arrangements, 87t
Repurchases from Fund, 93t
SDRs, 100t

WORLD BANK
Financing, role in, 46-47
Fund collaboration with, 41, 48, 50, 51,

75-76, 81, 84-85
Fund relations with, 51, 75-76, 81, 84
SDRs: prescribed holder of, 76n, 103t

YEMEN ARAB REPUBLIC
Exchange arrangements, 87t
Repurchases from Fund, 93t
SDRs, 100t

YEMEN, PEOPLE'S DEMOCRATIC
REPUBLIC OF

Exchange arrangements, 87t
Repurchases from Fund, 93t
SDRs, 100t

YUGOSLAVIA
Enhanced surveillance by Fund, 45
Exchange arrangements, 87t
Multiyear restructuring agreement, 45
Repurchases from Fund, 93t
SDRs, 100t

ZAIRE
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Purchases from Fund, 90t
Repurchases from Fund, 93t
SDRs, 100t
Stand-by arrangement with Fund, 89t,

182t
Structural adjustment facility,

arrangement with Fund, 98t, 182t

ZAMBIA
Exchange arrangements, 87t
Extended arrangement with Fund, 92t
Ineligibility to use Fund resources, 57
SDRs, 100t
Stand-by arrangement with Fund, 89t
Supplementary Financing Facility Subsidy

Account, beneficiary, 105t, 137t

ZIMBABWE
Exchange arrangements, 87t
Repurchases from Fund, 93t
SDRs, 100t
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