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BOARD OF GOVERNORS, EXECUTIVE 
BOARD, INTERIM COMMITTEE, 

AND DEVELOPMENT COMMITTEE 

The Bo,n·d of Governors, the highest decision-making organ in the Fund, consists of one 
governor and one alternate governor appointed by each member country. Tht: governor is 
chosen by the member and is usually the minister of finance or the governor of the central 
bank. All powers of the Fund are vested in the Board of Governors. The Board of 
Governors may delegate to the Executive Board all except certain reserved powers. The 
Board of Governors normally meets once a year. 

The Exerntive Board (the Board) is the Fund's permanent decision-making organ, 
currently composed of 24 Directors appointed or elected by member countries or by 
groups of countries. Chaired by the Managing Director, the Board usually meets several 
days a week to conduct the day-to-day business of the Fund. Decisions by the Executive 
Board are based on papers prepared by Fund management and staff. In 1994/95, the 
Board spent more than half of its time on member country matters (Article IV consulta
tions and reviews and approvals of arrangements) and most of its remaining tin1e on poLicy 
issues (such as the world economic outlook, developments in international capital markets, 
issues related to Fund facilities and program design, and international liquidity and the 
SDR mechanism). 

The Interim Committee of the Board of Governors on the International Monetary 
System is an advisory body made up of 24 Fund governors, ministers, or other officials of 
comparable rank, representing the same constituencies as in the Fund's Executive Board. 
The Interim Committee normally meets !:\vice a year, in April or May, and at the time of 
the Ammal Meeting of the Board of Governors in Septcm ber or October. It ad,·ises and 
reports co the Board of Governors on issu_es regarding the management and adaptation of 
the international monetary system, including sudden disturbances that might threaten the 
international monetary system, and on proposals to amend tl1e Articles of Agreement. 

The Development Committee ( the Joint Mi11isterial Comminee of the Boards of 
Governors of the Bank and the fund on the Transfer of Real Resources to Developing 
Countries) comprises 24 members-finance ministers or other officials of comparable 
rank-and generally meets at the same time as the Interim Committee. It advises and 
reports to the Boards of Governors of the World Bank and the FwJd on all aspects of the 
rransfor of real resources to developing countries. 
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The following conventions have bet.:n used in this Report: 

to indicate that data arc not available; 

to indicate that the figure is L.cro or less d1an half the final digit shown 
or that the item does not exist; 

between years or mond1s (for example, 1993-94 or January-June) to 

indicate the years or months covered, including the beginning and ending 
years or months; 

/ between years or mondis (for example, l 993/94) LO indicate a fiscal 
or financial year. 

"13illion" means a d1ousand million; "trillion" means a thousand billion. 

"Basis points" refer ro hundredths of 1 percentage point (for example, 25 basis points 
an: equivalent to V4 of I percentage poinr). 

Minor discrepancies betw~en constituent figures and totals arc due to rounding. 

AJI references co dollars are to U.S. dollars unless otherwise noted; as of April 30, 
1995, the U.S. dollar/SDR exchange rate wai, USS L = $DR 0.6357 I 5, and the 
SDR/U.S. dollar exchange rate was SDR 1 = USS 1.57303. 

As used in this Report, rhe term "country" does not in all cases refer to a tt.:rritorial 
entity that is a state as understood by international law and practice. As used here, the 
term also covers some territorial entities th:H arc nor states but for which statistical data 
arc maintained on a separate and independent basis. 
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LETTER OF TRANSMITTAL 
TO THE BOARD OF GOVERNORS 

July 21, 1995 

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, 1995, 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 
Section 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, 1996 
are presented in Appendix IX. The audited financial statements for the year 
ended April 30, 1995 of the General Department, the SDR Department, 
accounts administered by the Fund, and the Staff Retirement Plan and the 
Supplemental Retirement Benefit Plan, together with reports of the External 

Audit Commjttee thereon, arc presented in Appendix X. 

Chairman of the Board of Governors 
International Monetary FLLJld 

Yours sincerely, 

Michel Camdessus 
Chairman of the Executive Board 
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BY RESPONSE 
Fu n's ROLE 

FlFTIETH ANNIVERSARY MARKED 
TO CRISIS, RETHI 1 KING OF 

Te fiftieth anniversacy of the Bretton Woods Conference that led to the 
foundation of the International Monetary Fund was marked by a considerable 
increase in all areas of the Fund's operations. The anniversary, coming as ir did 
in a year of intense activity for the Fund, stimulated an assessment of changes in 
the international monetary system, a review of the implications of these develop
ments for the Fund's future resource base, and reflections (from both within and 
outside the institution) on the ways in which the Fund should respond to them. 

The financial crisis in Mexico, which was in many respects the dominant single 
event of the anniversary year, called forth a response from the Fund that was 

both swift and massive; the amount of financial support provided-in an initial 
amount of SDR 5.3 billion tbat could be augmented up to a total of SDR 12.1 
billion (about $18 billion)-was the largest ever extended to a member counn-y. 
But perhaps even more important for Fund operations over the medium term, 

the operation for Mexico also intensified a review of the role of the Fund-with 
a focus on surveillance and the adequacy of the Fund's resources-in a world 
characterized by integrated capital markets and highly sensitive investor behavior. 
The year also saw a further evolution in the Fund's role of assisting countries in 

the n-ansition from command to market economies; the Fund approved substan
tial arrangements for Russia and Ukraine, totaling about SDR 6.0 billion. Beside 
these activities, the Fund provided additional a!:>sistance tO Argentina and 

extended .its financial support to a large number of developing countries, as well 
as increasing access to its resources for all members. 

As was evident from the crisis in Mexico and other developments, the Fund's 
surveillance over members' exchange rate policies lies at the heart of its responsi
bilities. Surveillance is carried out through both regular consultations with indi
vidual member countries and by considering policy issues in a globaJ setting, in 
particular through the semiannual World Economic Outlook exercise. This work 
was given added impetus by the "Madrid Declaration" adopted by the Interim 
Committee of the Board of Governors in October 1994. This Declaration on 
Cooperation to Strengthen the Global Expansion (see Appendix VI) welcomed the 
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improved prospects for world economic growth and noted that global economic 
integration would be further enhanced through the entry into force of the 
Uruguay Round trade agreement. At the same time, the declaration cautioned 
that serious policy chaUenges remained. These were to sustain economic growth, 
reduce unemployment, and prevent a resurgence of inflation in the industrial 
countries; to maintain and extend growth through strong programs of adjust
ment and structural reform in developing countries; and to integrate the 
economics in u-.msition into the world economy and to set them firmly on the 
parh of sustainable growth. The recent success of many developing economies 
has illustrated once again the validity of a strategy based on steadfast implemen
tation of strong programs of macroeconomic adjustment and sn·uctural reform. 
The Committee urged other countries to follow a similar bold strategy for 
sustained economic growth and domestic and external financial stability. 

In its biennial review of surveillance in early 1995, the Executive Board 1 

carried out a thorough examination of both the analytical and the operational 

aspects of surveillance. Ir revised its earlier guidelines on the principles and 
procedures of surveiJ!ance to take explicit account of the role of capital flows in 
the surveillance exercise. The Board also considered a report prepared by an 
outside expert on the background to the economic crisis that affected Mexico in 
December 1994 and discussed the lessons to be drawn from the crisis, and the 

manner in which it had been handled, for the Fund's practice of surveillance. 
These included a recognition of the importance of the prompt communication 
to the Fund of data from member countries; the need for a sustained effort to 
maintain economic policy dialogue with members, including following the 

conclusion of Fund-supported programs; and the desirability of a frank assess
ment in the Board of members' policies. 

In the communique issued following its April 1995 meeting, the Interim 
Committee said that it had discussed the evolving role of the Fund in an envi
ronment of increased globalization and integration of markets for goods, 

services, and capital. After concluding that the new environment required 
stricter policy discipline from all members, the Committee agreed that Fund 
surveillance should be sn·engthened in a symmetrical manner and by taking 
account of the lessons tO be drawn from the crisis in Mexico. 

Following both the Board's review of surveillance and the Interim 
Committee's April 1995 meeting, the Fund is taking steps to improve the policy 
dialogue with its members and to enhance the effectiveness of surveiUance. 
These comprise the following measures: 

• establish a closer and more continuous policy dialogue with member coun

tries, including candid assessments of possible risks attached to members' policies 
and recommendations for reducing these risks; 

'In this Report, ~Board" rdcrs to the 1',xecuri"c Board of 1hc Fund; references m the Ro~rd of Governors 
arc sta t.cd fully. 
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• ensure that member countries provide data to the Fund on a timely basis, 
so that emerging tensions can be identified at an early stage; 

• encourage the timely publication by members of comprehensive data to 
give greater transparency to their economic policies; 

• in view of the risks of overreliance on easily reversible capital flows, give 

more attention to members' financial policies and the soundness of their finan
cial sectors; and 

• focus surveillance more sharply on those members for which economic 
disturbances or policies arc likely to impinge broadly on the international 
community. 

In its review of surveillance, the Board addressed the issue of openness, partic

ularly the need to strike an appropriate balance between the confidential rela
tionship between the Fund and its members and the desirability of encouraging 

more public transparency of Fund policies and operations. As part of this move
ment toward greater openness, the Board decided to make information 
contained in Recent Economic Developments reports and other background 
documents to Article IV consuJtations publicly available subject to the consent 
of the member country. 

The call on the Fund to provide financial support for Mexico, and for other 
developing countries and economics in transition, led to exceptionally heavy 
demands on Fund resources. Total purchases from the Fund's General Resources 
Account (GRA) during 1994/95 amounted to SDR 10.6 billion, about twice 
the level of 1993/94. Of this total, SDR 7.6 billion was provided under stand
by arrangements, SDR 1.6 billion under extended arrangements, SDR 0.3 
billion under the compensatory and contingency financing facility (CCFF), and 
SDR 1.1 billion under the systemic transformation facility (STF). In addition, 
SDR 0.6 biJlion in concessional assistance was disbursed under the structural 
adjustment facility ($AF) and the enhanced structural adjusonem facility 
(ESAF). 

In October 1994 the Board increased for three years the annual access limit 
for drawings in the GRA from 68 percent to 100 percent of a country's quota. 
The cumulative access limit was left unchanged at 300 percent of quota. These 
access limits may be exceeded in exceptional circumstances, as in the case of 
Mexico. The increase in annual access was designed to give confidence to 
members with potentially large financial needs that the Fund would be able to 

respond quickly and on an appropriate scale in support of strong economic 
adjustment programs. 

The Fund's liquidity ,vas generally adequate during the financial year, but it is 
projected to decline sharply over the next two years because of the continuing 
large demands on the Fund's financial resources. Although the Tenth General 
Review of Quotas was concluded in December 1994 without recommending an 
increase, the Fund's liquidity was to be kept under review; later developments 

heightened the importance of monitoring the Fund's liquidity position in the 

ANNUAL REPORT 1995 5 



©International Monetary Fund. Not for Redistribution

0 V E R \' I E \\' 

coming period. In connection with its review of the future role of the Fund, the 
Board will carry forward its work on the Eleventh General Quota Review. 

The Board continued to study the issue of a new SDR allocation and 
discussed the long-term global need to supplement international reserves, the 
economic and monetary effects of a new allocation, the future of the SDR as a 
reserve asset, and the need to address the situation of new members that had not 
participated in previous allocations. In its April 1995 communique, the Interim 
Committee noted that there was not a basis for agreement on an allocation but 
requested the Board to keep this matter under review. The Committee also 
requested the Fund to initiate a broad revie'vv, with the involvement of outside 
experts, of the role and functions of the SDR in the light of changes in the 
world financial system. 

The Board will also examine the issues related to borrowing by the Fund from 

its members, and in particular the role of the General Arrangements to Borrow 
(GAB), under which 11 industrial countries or their central banks stand ready to 

lend up to SDR 17 billion to the Fund, with an additional SDR 1.5 billion 
under an associated arrangement with Saudi Arabia. Also, because of the impor
tance of continuing concessional ESAF support for low-income countries, the 
Fund will study the options for continued financing and adaptation of the ESAF. 

The number of countries with financial arrears to the Fund of six months or 

more decreased to eight during 1994/95, as Haiti eliminated its overdue obliga
tions. The level of outstanding arrears rose slightly-to $DR 3.0 billion on 
April 30, 1995 from SDR 2.9 billion a year earlier-because of unpaid maturing 
obligations of some existing overdue members. 

The growing movement toward marker economies and the widespread imple
mentation of structural adjustment policies have increased members' require
ments for technical assistance from the Fund. Over the past five years, the Fund's 
technical assistance activities have increased by 75 percent, with more than half 
the total being allocated to Africa and the European and Asian countries in tran
sition. In addition, during 1994/95 the Fund mounted coordinated efforts to 
provide prompt policy and operational advice to support the reconstruction of 
economics that have suffered major civil disruptions or political upheaval. 

In early 1995 a decision was taken to hold the increase in the Fund's ad
ministrative expenses to a minimum. A policy of budgetary consolidation was 
adopted, including staffing reductions across the board, and wiU be continued 
in 1995/96. For the 1995/96 financial year, the Fund's Administrative Budget 
was reduced by 2.7 percent in nominal terms, and a cut of 40 positions was 
made in authorized staffing levels. 

The membership of the Fund was 179 countries on April 30, 1995. As of that 
date, two countries of the former Socialist Federal Republic of Yugoslavia-the 
Federal Republic ofYugoslavia (Serbia/Montenegro) and the Republic of 
Bosnia and Herzegovina-had still to complete arrangements for succession 
to membership. 
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MAI DEVELOPMENTS IN THE WORLD ECONOMY 

Tc wodd economy ceboundcd srrongly in 
1994. Total output rose by 33/4 percent, in line with 
rrend growtJ, over the past two decades, and marking 
a significant improvement over the lackluster perfor
mance of 1990-93 ( Chart 1 ). In addition to contin
ued strong growth in much of the developing world, 
economic activity picked up in the indusoiaJ counoies 
as expansions in North America and the United King
dom gained further momentum and as recovery 
became firmly established in the continental Emopean 
countries (Table 1). 

Robust growth in industrial and developing 
cow1tries and higher import demand in countries in 
transition led to a strong expansion in the volume of 
world trade of over 9 percent in 1994, well above 
the 51/2 percent average growth rate of the past 
two decades. Trade among developing countries 
rose markedly, supported by trade liberalization 
and increased intraregional economic and financial 
ties. Although capital flows to developing coun
tries remained at a very high level, on aggregate 
they subsided somewhat, owing largely to declines 
in flows to countries in the Western Hemisphere 
and the Middle East and Europe region. By the 
end of 1994, the Final Act of the Uruguay Round 
had been ratified by countries accounting for over 
90 percent of international trade in goods and ser
vices; included among its provisions was the cre
ation of the World Trade Organization (WTO ). 

Among the industrial countries, inflation cased 
further in 1994, and in many countries it was at lev
els closer to price stability than seen in three 
decades. Inflation rose somewhat in the developing 
countries, and it remained at high levels in many of 
the transition countries, although stabilization 
efforts progressed in a number of these countries 
and inflation for the group came down significantly 
from 199 3 levels. Oil prices were lower on average, 

Chart I 
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1 Excluding trJdc among the Baltic countries, Russia, and the other countncs 
of the funner Soviet Union. 

whereas nonfuel primary commodity prices regis
tered a marked cyclical recovery that comribmed to 
a small improvement in tl1e terms of trade of non
fuel exporting developing countries. 
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Table 1 
OVERVIBW OF THE WORLD ECONO1"1Y1 

(Ammal percent cbrmgc unless othen11ise noted) 

1991 1992 1993 1994 

World output 1.4 2.1 2.5 3.7 
[ndustrial countries 0.8 1.5 l.l 3.0 

United Scates --0.6 2.3 3.1 4.1 
Japan 4.3 1.1 -0.2 0.5 
Germany 2.8 2.2 -1.l 2.9 
France 0.8 1.3 -l.5 2.8 
Italy 1.2 0.7 -1.2 2.2 
United Kingdom -2.0 -0.5 2.2 3.8 
Canada -1.8 0.6 2.2 4.6 

Seven cow1tries above 0.8 1.6 l.3 3.1 
Other industrial countries 1.0 1.0 0.2 2.8 

Memonmd1m1 
European Union2 l.l 1.0 -0.5 2.8 

Developing countries 4.9 5.9 6.2 6.3 
Africa 1.9 0.8 0.8 2.8 
Asia 6.4 8.2 8.7 8.6 
Middle East and Europe 3.1 5.5 3.8 0.6 
Western Hemisphere 3.5 2.7 3.2 4.6 
Output per capita 

Africa -0.7 -l.7 -1.9 -0.2 
Asia 4.7 6.5 7.0 6.9 
Middle East and Europe 1.9 -0.4 1.5 -2.1 
Western Hemisphere 1.5 0.7 1.3 2.6 

Countries in transition -11.4 -15.8 -9.6 -10.3 
Central and eastern Eu.rope -10.7 -12.0 -6.8 -4.9 

Excluding Belarus and Ukrai11e -11.4 -9.9 -2.1 2.6 
Russia -13.0 -19.0 -12.0 -15.0 
Transcaucasus and central Asia -7.7 -l7.6 -11.8 -14.9 

World trade volume 2.9 5.2 3.9 9.2 
Import volume 

Industrial cow1trics3 2.3 4.3 l.5 10.3 
Developing countries 9.9 12.4 10.4 8.8 

Export volume 
Industrial cou.ntrics3 2.8 4.2 1.5 8.6 
Developing countries 7.1 9.6 9.0 10.4 

Commoclity prices 
Oil-I -17.0 -0.5 -ll.5 -4.l 

111 U.S. dollars a barrel 18.30 18.22 16.13 15.47 
NonfucJS -4.4 --0.2 -3.7 12.4 

Consumer prices 
Industrial countries 4.5 3.3 3.0 2.4 
Developing countries 33.3 35.9 42.9 48.l 
Countries in transition 97.1 821.3 769.6 332.1 

Six-month LIBOR (in percent)6 
On U.S. dollar deposits 6.1 3.9 3.4 5.1 
On Japanese yen ddtosits 7.2 4.3 3.0 2.4 
On dcutschc mark eposits 9.4 9.4 7.0 5.4 

Nore: Data in the table arc based on the latest information ar the time of finalizing the Report. For this reason, data for individual 
countries may <lifter from the indicators provided in the section describing Article rv consultations with member cou.ncries. 

1Composite data for country groups arc averages of data for individual countries weighted by GDP valued at purchasing power pari
ties (PPPs) as a share oftoral world or group GDP. 

2 Fiftcen current members of the European Union. 
31nformation on 1993 trade may understate trade volume because of reduced data coverage associated ,vitll the abandonment of cus

toms clearance of trade ,vit11in the European Union. Similarly, tl1e strong rebound in trade volumes in l 994 may partly reflect improved 
data coverage. 

4Simple average of the U.S. dollar spot prices of U.K. Brent, Dubai, and Alaska North Slope crude oil. 
5Average, based on world commodity export weights, of U.S. dollar prices. 
6Loadon interbank offered rate, annual averages. 
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Chart 2 
MAJOR INDUSTlUAL COUNTRlES: UNE,vlPLOYMENT RATES 
(Ju percent of labor force) 
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1 Aggregation based on labor force weights. 

Long-term interest rates in the industri~ coun
tries rose significantly, particularly in the early part 
of the year, owing to improved growth prospects, 
inflationary expectations, and the increased demand 
for funds stemming from the pickup in global activ
ity. ln some countries, market concerns about infla
tion prospects, budgetary imbalances, and political 
uncertainties led to a sharp increase in interest rate 
risk premiums and exchange market pressures. With 
the overall decline in the level of capital flows to 

developing countries, there was a downward cor
rection in many emerging stock markets; both of 
these developments intensified in the \.vake of the 
financial crisis in Mexico in December. 

Economic Activity and Employment 
The recovery of world economic activity became firmly 
established during 1994, following the 1990-93 
global slowdown. Among the industrial countries, 
where growth averaged 3 percent, the recovery took 
hold in continental Europe, although margins of slack 
in product and labor 1narkets were still significant by 
early 1995 in most countries (Chart 2). In the United 
States, Canada, the Unired Kingdom, Australia, and 
New Zealand, where the upswings had started earlier 
and expansions had progressed the most, the strength 
of activity led to further increases in rates of capacity 
utilization, and unemployment rates declined. With 
only a weak recovery, Japan experienced a further 
increase in economic slack ( Chart 3 ). 
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In the United States, the broadly based, domesti
cally driven expansion continued. Business investment 
was particularly buoyant in 1994 and more than offset 
a decline inner exports. Real GDP growth slowed in 
the first quarter of 1995, but unemployment fell to 
5.5 percent, and capacity utilization reached the high
est level since 1979. The recove1y in Canada contin
ued at a rapid pace as exporters benefited from strong 
external demand and the weakness of the Canadian 
dollar, while resow·ce-based industries were helped by 
the rise in commodity prices. The pace of economic 
activity also picked up in the United Kingdom, as a 
surge in exports more than offset a slowdown in con
sumption growth in response to tax increases. In Aus
tralia and cw Zealand, growth accelerated markedly 
on the strength of domestic demand. 

The rccO\·ery was stronger than generally antici
pated in continental Europe. In Germany, growth was 
initially export led, helped by the recovery of foreign 
demand and b)' improved competitiveness resulting 
from industrial restructuring and declining unit labor 
costs. The recovery became more broadly based as the 
year progressed, with business fixed investment 
strengthening in rl1e latter part of 1994. GrowtJ1 also 
firmed in France, as borl1 domestic and foreign 
demand continued to strengthen, and unemployment 
began to decline toward the end of the year. In Italy, 
the economic recovery gathered momentum, with 
exports being boosted by the substantial depreciation 
of the lira and the recovery in partner countries, and 
with domestic demand gradually replacing net exports 
as rl1e main contributor to growth; unemployment, 
however, remained high. Strong export growth also 
supported the recovery in the smaller industrial coun
tries in Europe. 
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Chan 3 
MAJOR INDUSTRIAL COUNTIUES: REAL GDP 
(Percent ch1111gc from four q11artc1·s e11.1·lie,·) 
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1 Through 1991, west German}' only; thereafter, Fund sraffcstimat6 lor unified Germany. 

Japan's economic performance has been weak 
despite a supportive stance of monetary policy and 
significant fiscal stimulus, including high public invest
ment spending, an income tax cut, and other mea
sures. The recovery marked time in the fourth quarter 
of 1994 as domestic demand contracted and net 
exports declined as a result of the substantial real 
appreciation of the yen in recent years. Moreover, 
real GDP grew only marginally in the first quarter of 
1995, partly as a result of the January earthquake, 
which temporarily disrupted production and 
transportation. 

A particularly positive aspect of the world economic 
situation i.n the past few years has been d1e continued 
rapid expansion in many developing countries, partic
ularly in Asia and in some L'ltin American countries. 
The su·ong performance of these countries has 
reflected determined efforts at economic reform and 
improved macroeconomic policies, as well as the 
impact of substantial net capital inflows. In 1994, 
average growth in the developing countries edged up 
to 6 1/4 percent from 6 percent in 1993. This strong over
all pertormance, however, masks substantial disparities 
among the various regions ( Chart 4 ). 

In Asia, the buoyant expansion continued, with 
over 8 percent growth for the third consecutive year. 
Strong investment demand boosted activity in Korea, 
Malaysia, the Philippines, and Thailand. In China, 
output continued to surge, and inflationary pressures 
intensified. Growth picked up in India and Pakistan, 
despite a cotton virus and drought in the latter coun
try, and was sustained in Bangladesh. 
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Average growth in the developing countries of the 
Western Hemisphere rose to 4½ percent in 1994 
from about 3 percent in 1993. Buoyant domestic 
demand, including investment, boosted activity in 
Argentina, Brazil, Peru, and Uruguay. In Mexico 
and Ecuador, activity recovered moderately, while 
growth slowed somewhat in Chile. In Venezuela, 
output contracted as the financial crisis adversely 
affected consumer and business confidence. 

Growth in the developing countries in the Middle 
East and Europe region declined tO less than 1 per
cent in 1994, largely as a result of developments in 
Turkey, where a severe financial crisis in d1e first half 
of the year contributed to a decline of output. In the 
oil exporting countries in the region, economic activ
ity remained subdued, reflecting the further fall in oil 
prices in 1994. 

Economic conditions remained difficult in Africa 
despite the cyclical recovery of commodity prices. 
Output increased by less than 3 percent, allowing for 
marginal increases in per capita incomes in only rela
tively few countries. However, with further moves 
toward reform, most notably exchange market liberal
ization, conditions for stronger growth continued to 
improve in many African counu·ies. The CFA franc 
countries began to benefit from the currency adjust· 
ment in early 1994 in terms of improved opporn111ities 
for investment and exports, and a resumption of pri
vate capital flows. Growth strengthened to 31/2 per
cent in the African countries that had arrangements 
under the Fund's structural adjustment facility (SAF) 
or enhanced strucrural adjustment facility (ESAF) at 
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Chart 4 
DEVELOPI>JG COUNTRlES: REAL GDP 
(Ammal percent change) 
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the end of 1994. In South Africa, growth picked up 
slightly, and tl1erc were signs of increased stability 
and confidence. Output increased sharply in 
Morocco as production recovered from a two-year 
drought. In contrast, activity contracted further in 
Algeria as continued drought depressed agriculrur:tl 
production, and growth was adversely affected in 
Nigeria by political uncertainties and growing finan
cial imbalances. 

Economic conditions also improved in most of the 
transition countries in cenu·al and eastern Europe, 
including the Baltic countries, although the level of 
economic activity was still declining, albeit at a slower 
pace than in past years. The pace of expansion quick
ened in Poland, Romania, the Slovak Republic, and 
Slovenia and remained strong in Albania. Growth 
began in tl1c Baltic countries :ind elsewhere in central 
and eastern Europe except for Belarus, Moldov:i, and 
Ukraine, where measw·ed output contracted further. 
Apart from the Czech Republic and the Baltic coun
tries, open Lmemployment has gcneraJJy remained 
higb-i.n the 10-20 percent range. Except for Armenia 
and Mongolia, the Transcaucasian and central A~ian 
countties experienced continued omput declines, and 
recorded GDP also contracted fi.trther in Russia. In all 
of these countries, however, the actual level of eco
nomic activity is probably higher than indicated by 
official statistics, which have not yet been fully :idapted 
to capture the changing economic structure. 

Consumer and Commodity Prices 
A number of industrial countries recorded rates of 
inflation in I 994 that were consistent with reasonable 
price stability. In Japan, France, Canada, Denmark, 
Finland, Iceland, New Zealand, Norway, and Switzer
land, consumer prices rose by less than 2 percent. In 
the United States, Germany, the United Kingdom, 
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Australia, Austria, Belgium, Ireland, Luxembourg, the 
Netherlands, and Sweden, inflation was contained 
between 2 and 3 percent. The excellent inflation per
formance in the industrial countries constitutes the 
most successful aspect of the medium-term strategy 
pursued since tl1e early 1980s. The strong :mti
inflationary commianent of the monetary authorities 
was underscored b)' the pre-emptive tightening of 
monetary policv in 1994 in cow1tries more advanced 
in the cycle. In countries in the e:irly stages of recov
ery, significant margins of slack cont1ibuted to contain 
inflationary pressures. 

Median inflation in the developing countries was 
10 percent in 1994. Average inflation, which reflects 
very high levels of inflation in a relatively small m11n
ber of countries, rose to 48 percent in 1994 from 
43 percent in 1993. Although all regional groupings 
of developing countries experienced higher average 
rates of inflation, there were marked diffrrences across 
and within regions. Average inflation in Africa 
increased to 34 percent, owing to a sharp rise to 
h)rperinflation levels in Za"ire and higher rares of infla
tion in CFA franc countries stemming from the 50 
percent devaluation of the CFA franc in January 1994. 
But in some countries, such as Kenya and Uganda, 
successful adjustment efforts resulted in considerably 
lower rates of intlation. inflation in Asia rose t<> an 
average of 13 percent. The rise was widespread, but it 
was particularly marked in China and Viet Nam. ln 
the Middle East and Europe region, inflation 
remained low in many countries, while it rose \'cry 
sharply in Turkey and to a lesser extent in the Islamic 
Republic ofrrnn, pushing the average for the region 
to 32 percent. lnflation declined in most cou11tries in 
the Western Hemisphere, reflecting a strengthening of 
adjustment policies. The notable exception was 
Venezuela, where inflation rose sharply in the wake of 
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worsening fimncial conditiorn,. In Brazil, inflation 
rose in the first half of 1994, but it dropped very 
steep!)' in the second half of tht: year following thc 
implementation of the third stage of a stabilization 
plan with the introduction of a new currency, the real, 
on July 1. 

Inflation also fell in a number of rnuntrks in transi
tion. Progress has been most marked in countries with 
strong macroeconomic policies, including Albania, the 
Baltic countries, the Czech Republic, Mongolia, 
Poland, Romania, the Slovak Republic, and Slovenia. 
By the end of 1994 inflation was ,lt or approaching 
singlc-digir levels on a 12-month basis in Croatia, the 
Czech Republic, and the Slovak Republic. Russia 
made substantial progress toward stabilization during 
the 6rst half of 1994, bur inflation rose substantially 
later in the year. Most of the other countries of the 
former Soviet Union, which initiated reforms more 
recently and less forceft1lly, continUt:d ro suffer from 
very high rates of inflation. 

Prices of nonfuel commodities registered a marked 
recoverv in 1994, reversing a five-year declining trend. 
Coftee prices rose sharply during the year, owing to 
adverse weather in Brazil, but dropped somewhat in 
December. Prices of copper, nickel, aluminum, and 
other 1111::tals were up markedly because of strong 
demand in a number of countries and limited 
increases, or reductions in some cases, in production. 
Prices of a number of agricultural raw materials, in 
particular natural rubber, also increased substantially 
on strong demand, especially from China. Oil prices 
declined in tl,e second half of 1994, largely as the 
result of a significant increase in world production and 
a decline in purchases due tO unseasonably warm 
weather in the Northern Hemisphere. 

Financial and Foreign Exchange Markets 
Lntt:rest rate developments in 1994 and earl}' 1995 
generally reflected differences in cyclical positions 
across countiies and, more recently, exchange market 
tensions. For countries that entered the third or 
fourth year of recovery, including the United States, 
the United Kingdom, Canada, Australia, and Ne\\' 
Zealand, monetary conditions were gradually tight
ened during 1994 and in ca-Fly 1995. In thi.: United 
States, monetary policy became progressively less 
accommodating in response to the rapid pace of eco
nomic growth. From February 1994 to March 1995, 
tl,e federal funds rate was increased by 3 percentage 
points to 6 percent, and short-term market interest 
rates rose by a similar amount. 

In Japan, short-term interest rates rose slightly in 
late summer of 1994 and remained relatively stable 
tl1rough early 1995, with three-montl, rates at about 
2 ¼ percent. At the end of March, with tl,e recovery still 
weak and tl1e yen appreciating strongly, the Bank of 
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Japan signaled an casing of monetary policy in tl1e form 
ofa reduction in the objective for overnight interest rates. 
Following further appreciation oftl1e yen in the first half 
of April, the discount rate was cut by 75 basis points to 

1 percent, a record low. Short-tern, interest rates in 
Genrnmy cominm:d to decline in the first half of 1994 
and stabilized at 5 to 51/; percent until tl,e end of March 
1995, when they declined by about 50 basi~ points fol
lowing a similar reduction in the discount rate. Interest 
rati.:s in other continental European count1ies broadly 
followed those in Gc1111any during tl,e past year, but 
in recent months currency pressures Jed to some 
divergences. 

Long-term interest rates generally rose in the 
largest indusa·ial rnuntries during the past year. Much 
of the rise was attributable to the strengthening of 
growth prospects and to inflationary expectations. 
More recently, long-term interest rates in se,·eral of the 
larger countrit:s have again declined, as expectations of 
inflation have fallen. However, long-term interest rates 
rose or remained very high in many countries where 
market sentiment has been adversely affected by large 
budgetary imbalances or political uncertainties. 

In foreign exchange markets, the major develop
ment over the past year has been the sharp weakening 
of the U.S. dollar and many otl,er currencies against 
the yen and the deursche mark. Exchange rate move
ments wen: particularly marked in the early months of 
1995, with tl,c dollar reaching record lows against tl1e 
ocher t\\'0 major currencies. The weakening of tl1e 
U.S. dollar against the yen and tl,e deuts<.:hc mark 
contrasted with its strength against the currencies of 
~omc other trading partners, especiaJly the Mexican 
peso and tl,e Italian lira. Against the Canadian dollar, 
the U.S. dollar remained fairly stable in tl,e 6rst part 
of 1995, although it has appreciated significantly in 
recent years. Thus, whereas from December 1994 to 
April I 995 the U.S. dollar declined by 161/1 percent 
against the f apanese yen and by 12 1/,i percent against 
the dcutsche mark, the dollar declined by only 51/1 per
cent on a broad effective basis ( in both real and 
nominal terms). As a counterpart to the dollar's 
weakness, both the deutsche mark and the yen 
strengthened significantly in this period. In nominal 
dfrctivc terms, the yen appreciated by 153/; percent, 
and the deutsche mark by 51/2 percent, from Decem
ber 1994 to April 1995. 

The appreciation of the deutsche mark reflected 
not only its rise against tl1e dollar, but also increases 
against the pound sterling and several European cur
rencies perceived to be affected by political uncertain
ties, fiscal difficulties, or both, including especially the 
Italian lira, tl1e Spanish peseta, and the Swedish krona. 
The French franc also weakened somewhat against the 
dcutsche mark, but ir appreciated slightly in effective 
terms. Pressures anwng the currencies participating in 
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the exchange rate mechanism (EIUv1) of the European 
Monetary System (EMS) resulted in the devaluation 
of the central parity of the peseta by 7 percent and of 
the escudo b~• 3 1/2 percent during the fir~t weekend 
of March 1995. In the week that followed, currency 
pressures were also reflected in increased official 
interest rates in a number of other European coun
tries; some of these interest rate increases were sub
sequently reversed when exchange market tensions 
abated. During this period, the Japanese yen appre
ciated against a range of currencies, including the 
deutsche mark and Swiss franc. 

Several factors seem to have contributed to the 
strength of the yen and the deutsche mark and the 
weakness of the dollar: Japan's large current account 
surpluses and concerns over recent and prospective 
U.S. current account deficits and their financing; 
uncertainties regarding the prospects of further 
reductions in the U.S. budget deficit; a growing 
perception in the market that U.S. short-term inter
est rates were near their cyclical peak; and the con
tinuing economic crisis in Mexico and worries in the 
market about the situation in the rest of Latin 
America. In Europe, with scveral countries beset b}' 
political uncertainties and fiscal difli.:ulties, the 
deutsche mark benefited considcrably from 
increased demand from risk-con~cious investor~. 
General navousness related to devclopmcnrs in sev
eral emerging market countries may also have played 
a role through flight-to-quality t:ffe..:ts on both the 
deutsche mark and the Japanese yen. 

External Balances, Financing, and Debt 
Despite the weakness of the dollar against the yen and 
the deutsche mark, the U.S. current account deficit 
widened to $156 billion (2 1/. percent of GDP) in 1994 
from $104 billion (l 1/2 percent of GDP) in 1993 as 
domestic demand strengthened. Canada and Au~
tralia bad curn:nt account deficit~ equivalent to 
around 4 percent of GDP in 1993; the deficit 
declined by 1 percent of GDP in I 994 in Canada 
and widened slightly in Australia. In Japan, th<.: cur
rent account surplus declined slightly in dolbr renm 
from $131 billion to $129 billion despite rapid 
growth in import volumes. It declint:d relative to 
GDP by 0.3 ofa percentage point, to 2.8 percent. 
By contrast, Germany's deficit increased by S8 bil
lion ro S23 billion (1 percent of GDP) in 1994 as a 
rise in the trade surplus was offset by an increased 
deficit in non factor services. The current ai:count was 
in surplus in France, Italy, the Netherlands, Belgium 
and Luxembourg, Denmark, Ireland, Switzerland, 
and Nonvay in 1993; in several cases, the surpluses 
widened farther in 1994, reflecting export-led recov
eries in a number of countries. Relatively small cur
rent account deficits in 1993 were reduced in 1994 
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(the United Kingdom, Spain, and Greece), or 
d1anged to surplus (Sweden and Finland). 

In the developing countries, the combined current 
account deficit remained in the range of S90-100 bil
lion in 1994, the same as in 1993, after widening 
sharply in recent years as a result of surges of capital 
flows into many countries. Howe\'er, there were 
indications of some decline in net capital inflows dur
ing 1994 to developing countries in the Western 
Hemisphere and in the Middle East and Europe 
region ( Chart 5 ). 

The change in sentiment of investors was most dra
matic in 1\lkx.ico. Concerns about the current account 
deficit, which reached 8 percent of GDP in 1994, and 
political developments contributed to substantial 
resenre losses at times during 1994, evenrnally leading 
to the devaluation of the new peso in De..:ember and 
triggering a severe crisis of confidence. Contagion 
effects were felt in other emerging market countries, 
primarily in Latin America, .rnd also in some industrial 
countries as .1 result of a gem:ral reassessment of risk 
fanor~. [n Mexico and Argentina, as well as in several 
other emerging market ..:ountries, the authorities 
responded to the crisis by taking measures to reduce 
macroeconomic imbalan..:cs and restore the ..:onfidence 
of dorncstic and foreign investors. 

The aggregate external debt of dcveloping rnun
tries, in percent of exports of goods and services, 
declined in 1994. However, the rise in interest rares 
during the year increased debt-sen,ice ratios for sub
Saharan Africa and for countries in the /vliddle East 
.md Europe region (Chan 6). Debt and debt-service 
ratios for developing countries in thc Wcstern Hemi
sphere declined relati\'cly more than in other regions, 
although they remained well above the developing 
country average. Average debt ratios in Africa rose fur
ther, and the disparities among parts of the continent 
widened. In 1994, the ratio of external debt to GDP 
in sub-Saharan Africa w.1s 3 1/2 times the developing 
country average and more than 11/2 rimes the aver
age for all of Africa. 

Progn:s~ continued to be made with dcbt-restruc
turing agreements in connection with both Paris and 
London Clubs and on a bilateral basis. In December 
1994, Paris Club creditor:. agreed on new "Naples 
terms" providing for 67 percent reduction of eligible 
debt for most Im, -income rescheduling councri<.:!.. ln 
addition, for countries where a good track record 
under re~cheduling agreements and Fund programs 
had been esrabli~hed and where there was sufficient 
confidence in the debtor's ability to respect the agrec
ment, two new terms proYided for i:on..:cssional 
rescheduling of the :.rock of eligible debt (a stock-of 
dcht operation). Bj• thl· end of April 1995, nine 
reschedulings had taken place under Naples terms, 
including a srock-of-debt operation for Uganda. In 
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Chart 5 
DEVELOPING COUNTRIES: >JET CAPITAL FLOWS1 
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Chart 6 

DEVELOPJNG COU~TIUES: EXTER:S:AL. DEBT AND DEBT SERVICE 1 

( bl pamlt of expons ofgoods a11d scn1ices) 
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1 Debt scnricc refer~ co artual payments of interest on rota! debt plus actual amortization p3ymcnts on long·h:nn debt. 

addition, between April and September 1994, Brazil, 
Bulgaria, and the Dominican Republic completed 
debt- and debt-service-reduction operations. Zambia 
concluded a debt buyback agreement under the aegis 
of a World Bank program to clear rhe debt of the 
world's poorest councries. Bolivia completed a debt
for-aid swap organized by the Debt for Development 
Coalition. In August 1994, the Islamic Republic of 
Iran rescheduled short-term commercial bank debt, 
and Saudi Arabia obtained partial agreement on a two
year deferral of repayment on commercial bank bal
ance of payments loans. In Ocrobcr 1994 and 
February 1995, Poland and Ecuador concluded com
mercial bank restructuring agreements. Algeria was 

also negotiating witb its bank creditors and has 
reached a debt-restructuring agreement with the 
United States. Haiti has serried its debt arrears to mul
tilateral lenders, but arrears to the United States and 
other bilateral lenders remain to be cleared; and South 
Africa wrote off debt owed by Namibia. Negotiations 
arc also continuing with Nigeria and Venezuela on 
arrears and the management of outstanding debt. 
Croatia reached agreement with Paris Club creditors 
in March 1995, and London Club discussions were 
held with Croatia and Slovenia. The distribution of 
the commercial bank dcbr of the former Socialist Fed
eral Republic of Yugoslavia among the successor srares 
is a major issue yet to be resolved. 
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WORLD ECONOMIC OUTLOOK 

T, Boa,·d and the lntc,;m Comm;ttcc ,cgu

larly review globaJ economic developments and 
policies, based on World Economic Outlook 
reports prepared by the staff These reports contain 
comprehensive analyses of short-term and medium
term prospects for the world economy, as well as 
for individual countries and country groups. This 
exercise constimtes the basic framework for assess
ing the interaction of economic policies of individ
ual member countries. 

In the period covered by th is Annual Report, 
the Executive Board held two discussions on the 
World Economic OutJook, in September 1994 and 
in April 1995. Both sessions covered a wide range 
of topics. In September 1994, Directors reviewed 
developments in the world economy and stressed 
that tJ1e challenges ahead called for sustained com
mitment to the cooperative strategy set out in the 
Interim Committee's declaration of April 1993. 2 

In April 1995, the discussion of policy require
ments to meet the objectives of sustained global 
expansion, set out in the Madrid Declaration, 
added an important new dimension ro the contin
uing efforts to strengthen Fund surveiUru1ee. 
Directors agreed that it was difficult to assess 
progress, given the short time span since the 
Madrid meeting, since it would take time to 
develop the domestic consensus to support fonda
mentaJ fiscal and structural policy changes. Direc
tors strongly welcomed the ratification of the 
Uruguay Round agreement and the establishment 
of the WTO as major achievements that would 
help to strengtJ1en the global expansion. Jn July 

2 Ammnl Rtport, 1993, page I. 
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1994 rhe Board also discussed a paper on unpro
ductive public expenditures, which was prepared as 
a background paper to the April WorJd Economic 
Outlook discussion (Box J ). 

Global Situation 
The fiftieth anniversary of the Brett0n Woods Confer
ence provided :in appropriate occasion to reflect on 
the performance of the world economy over the previ
ous five decades :ind to review the implications of 
recent developments for the Fund's rok in the future. 
During its September 1994 discussions of global eco
nomic developments, the Board noted in particular 
the contribution to global prosperity of international 
policy cooperation, which was the hallm:irk of the 
Bretton Woods achievement. Trade grew significantly 
faster than output in almost all regions of the world, 
bringing about substantial :ind widespread benefits in 
terms ofincre:iscd opportunities fr>r specialization, 
greater incentives to invest, and more rapid technol
ogy transfer. Against the background of this fa,·orable 
retrospective, however, several Directors pointed to 

the serious worsening of labor market conditions in 
many indust1ial countries, with rates of unemployment 
approaching levels not seen since the J 930s. They also 
stressed that not all regions had kept pace witl1 the 
general increase in living standards and that in many 
developing countries per capita real GDP was lower 
than a decade or more ago. 

Nevertheless, Directors were positive .1bout longer
run trends in the world economy, citing improve
ments in economic policy and performance in a 
growing number of developing countries, improve
ments in economic management under way in transi
tion economics, considerable progress toward price 
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Box 1 
ECONOMIC L.\ifPLICATIONS OF UNPRODUCTIVE PUBLIC EXPENDITURES 
Economic implications of unproductive 
public expenditures and approaches to 
improving expenditure productivity 
were considered by the Board in July 
1994. Directors agreed that the eco
nomic coses of unproductive expendi
tures were fur reaching and that 
lowering or eliminating such expcndi
nircs could help not only to increase 
the overall producti\1t)' of public 
expenditures and reduce deficits, buL 
also to free re sou recs for social pro
grams. Directors pointed our that an 
efficient and susrainablc reduction in 
fiscal deficit~ required a sow1d mu: of 
both revenue and expenditure policy 
measures. 

ldentif)ing Unproductive 
Expenditur~ 
Directors concurred that, as a starting 
point, policymakers could make use of 
several mies of thumb, .including the 
following: 

• attempt to idcmif)• public sector 
outputs tJ1at can be pro,idcd or pro
duced more cfficicndy by the private 
sector without compromising other 
possible objectives, such as an equitable 
distribution of income; 

• examine if the primary objective of 
the project or program b being met in 
d1e most cost-effective way; 

• attempt to identify unproductive 
projecrs or programs in both the recur
rent and capital components of the 
budget by focusing on big-ticket items; 

• nore d1ar rhc existence of general
ized food subsidies or producer subsi
dies indicates there is porencial for 
saving in expenditures; 

• compare expenditure allocations 
with countries at the same level of 
development and in the same region; 

• examine budgetary allocations for 
wage and nonwage expendicures for 
difterenr ministries or sectors; 

• analyze both overall and sectoral 
employment; and 

• analyze the accounts of c;1.1:ra
budgetary funds or the central bank in 
its quasi-fiscal :iccivities. 

Direcrors felt th:it, despite the com
plicated technical work and political dif. 
ficultics in establishing well-designed 
policies to reduce public expenditures, 
governments must inevitably imple
ment such policies. ln doing so, due 
consideration should be given to main
taining essential public services, 

protecring growth prospects, and pur
suing an equitable distribution of 
income. 

Potential Saving 
From a global perspective, d1e Board 
noted that tJ1e potential increase in 
available resources through reducing 
unproductive public expenditures was 
large. International cooperation would 
help to achieve public expenditure 
efficiency in certain areas, such as 
export subsidies or military expendi
mres, that have important external 
cffecrs on global resource allocation or 
world economic welfare. Furthermore, 
Directors agreed that all countries 
can increase public expenditure produc
tivity by improving born the efficiency 
of public programs and the composi
tion of public oudays. However, exist
ing practices often full short of this 
goal. 

Directors encouraged the staff to 
screngtllt:n efforts to obtain reli:1blc sta
tistical data and to extend its research 
and analysis on rhe efficiency :ind pro
ductivity of public expenditures so as to 

improve the design of Fund-supported 
adjustment programs. 

stability in many countries, and growing recognition Industrial Country Policies 
in industrial countries of the need to improve the 
functioning of labor markets and to strengthen the 
financial position of the public sector. Board members 
also stressed that the challenges ahead called for a sus
tained commitment to the cooperative strategy set out 
in the Interim Commim:e's dcclaration of April 1993 
(sec Annual Rcpon, 1993, page l ). They emphasized 
that global economic performance (in terms of 
growth and efficiency) would be t:nhanced by the 
entry into force of the Uruguay Round trade agree
ment, by the deepening of regional integration, and 
by the welcome trend toward currency convertibility 
and liberalization of capital movements. 

[n their April 1995 discussions, Directors high
lighted the relatively solid economic expansion in 
most of the world economy during the previous year, 
sharing the view that economic growth had proved 
stronger than pre,~ously expected. Continued expan
sion in most countries, ,,~th inflation contained in 
many countries, afforded governments an opportunity 
to take corrective action, as warranted. 

During the September 1994 discussions, Directors 
agreed that recovery was finally under way in France, 
Germany, and other countries in continental Europe; 
that clearer signs of a turnaround were apparent in 
Japan; and that the expansion in the United States 
continued at a strong pace. In Canada, indicarors 
were favorable, ,,·ith strong growth through the sec
ond quarter of 1994, consumer prices essential!~, sta
ble, and long-term interest rares declining. The 
cxpansion in the United Kingdom was also proceed
ing at a robust pace, with little immediate risk of iis
ing inflation. 

Howt:ver, Directors stressed that a dearly war
rantcd feeling of optimism about the period ahead 
should not lead co complacency over the medium 
term. Many policy challenges remained to be tackled 
co ensure a durable expansion, to a\'oid a repetition of 
past policy mistakes, and to take fi.dl account of 
important policy lessons from the l 980s. In this con
text, several Directors expressed concern about the 
sharp increascs in long-term bond yields in the first 
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Box 2 
ADEQUACY OF WORLD SAVING 

Saving plays a central role in income 
determination, both in the short run 
through aggregate demand, and in the 
long run through capital formation 
and wealth accumulation. Currently, 
the prospect for aggregate saving is of 
particular relevance, in light of large 
potential future demands on world 
saving. 

Determinancs of Saving 
Understanding the determinants of sav
ing is necessary to assess the resources 
that wiU be available co finance invest
ment, and the prospects for real interest 
rates. Many interrelated factors com
bine to generate observed saving 
behavior, two of which will be particu
larly important in the future. First, 
aging populations in the industrial 
countries are likely to put downward 
pressure on saving rates over the next 
few decades. Even if this decline in 
industrial country saving is offset by 
increases in saving in tl1c developing 
world, this trend implies significant 
changes in me location and structure of 
world sa,~ng. Second, fiscal deficits al.so 
undem1inc both national and world
wide sa,~ng. The simplest and most 
direct way for governments to boost 
such sa,~ng is through reducing these 
imbalances. 

Pressures on Global Saving 
The April I 995 Board meeting on the 
World Economic Oullook included a 
discussion on the adequacy of world 
saving. Directors agreed that, almough 
d1ere were difficulties in measuring sav
ing and real interest rates, strong pres
sures on me level of global sa,fog were 
apparent. As evidence ofa saving prob
lem, several Directors pointed to the 
higher level of global real inrercst rates 
O\'cr the past decade, relative to previ
ous decades. A likely explanation for the 
decline in the global saving rate and for 
the increase in the level of global real 
interest rates since 1980 was tl1e decline 
in public saving, which fell to 1/2 of 
l percent of GDP in 1981-93 from 
4 percent of GDP in 1960-72. This 
decline provided alJ the more reason 
for governments to work harder to 
consolidate their fiscal positions. 

Under conditions of limited capital 
mobility, increases in me stock of pro
ductive capital must be financed mainly 
by higher 11:1tional saving. When capital 
is mobile, differences in saving and 
investment propensities may lead to 
large exrernal imbalances. Referring to 
the staff's discussion of cases in which 
even successfi.il countries encountered 
problems if capital inflows exceeded 
4 to 6 percent of GDP a year, Direcrors 

noted countries' limited abilicy to rely 
on me saving of other countries, 
demonstrating, once more, the need to 
monitor carefully countries ,vith persis
tently large current account deficits_ 
Direcrors agreed, provided tl1at most 
countries addressed their fiscal imbal
ances decisively, that prospect~ for 
world saving would be fuvorable over 
me long run. 

Several Directors noted that shifting 
world demographic forces might not 
depress overall world saving. Some 
industrial countries would experience 
increasing dependency ratios as their 
population aged, thus comributing to a 
reduction in private saving rates. 
However, it was likely that this reduc
tion would be offset by evenrs in devel
oping countries, where dependency 
ratios were projected to fall sharply as 
these countries' youth dependency 
ratios fell and the share of the 
working-age population increased. 
New sources of saving from rapidly 
developing countries, which were 
expected to become quite substantial 
over tl1c next twenty to thirty years, 
could contribute greatly to meeting 
world financing requirements and 
would allow for tbc bulk of developing 
country investment to be funded 
domestically. 

half of 1994, which were seen as a possible sign of 
underlying pressures in capital m:.1rkecs. Increased 
demand for funds in more strongly expanding indus
trial economies, combined with the ongomg need for 
investment capital in transition economies and in 
developing countries, pointed to a high level of private 
sector demand for capita.I in coming years. With pri
vate saving rates low or declining in many large 
countries, and with the considerable absorption of 
saving by the public sector, there was a risk of contin
ued and perhaps increasing pressure on world 

01,tlook. fn many countries, further deregulation of 
labor, product, and capital markets would enhance 
economic dynamism and efficienqr. 

During the April 1995 discussions, Direcrors gen
erally agreed with the staff's projection of continued 
healthy economic expansion among industrial corn1-
tries, noting, nevertheless, significant differences in 
cyclical positions across countries. In the United 
States, Canada, the United Kingdom, Australia, and 
New Zealand, which had entered into the third or 
fourth year of expansion, growth was likely to moder
ate. For most of the continental European countries, 
where recove1y was more recent, growth was expected 
to remain relatively strong. Finally, in Japan, growth 
was likely ro pick up despite a relatively lackluster 
recovery, although the excessive strength of the yen 
constituted an important downside risk. 

real interest rates, which could constrain future 
growth (Box 2). 

Most Directors reiterated their long-standing con
cern about the poor functioning of labor markets in 
Europe and the danger that the increase in cyclical 
unemployment might become structural and, hence, 
might persist. They underscored the urgent need for 
fundamental and far-reaching labor market reforms, as 
discussed in depth in the May 1994 World Economic 
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Concerns were more widespread with respect ro 
strnctural reform and budgetary consolidation. The 
Madrid Declaration called for more forceful deficit-
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reduction measures, and Directors emphasized the 
need for most countries co adopt, and implement, 
more ambitious medium-term fiscal objectives. Several 
Directors felt chat market concerns abour the fiscal sit
uation in several countries had contributed in impor· 
cant ways to exchangc market pressures. Directors also 
noted that there had been little further progress in the 
area of structural reform and, in particular, that labor 
market, social security, and pension reform programs 
had been inadequate in most countries. 

Monetary and Exchange Rate Policies 
In September 1994, Direcrors emphasized the impor
tance of safeguarding tl1e progress made toward price 
stability in many countries as a critical condition for a 
durable expansion. Overall, they considered the pre
vailing stance of monetary policy to be appropriate in 
most countries and generally agreed that the actions 
undertaken by the Unfred States to shift monetary 
policy away from its earlier expansionary stance had 
been appropriate and timely. With respect to Japan, 
most Directors considered that it would be advisable 
co see how the current expansion developed before 
caking any action to adjust monetary policy. 

Directors expressed some concern about move
ments in the exchange rate between the dollar and rhc:: 
yen, and they saw a risk chat tl1c strength of the yen 
might delay tl1e resumption of stronger growth in 
Japan. More generally, Directors emphasized the need 
for more effective Fund surveillance to help foster 
conditions that would be conducive to a greater stabil
ity of exchange race relationships. 

During the April 1995 discussions, many Directors 
stressed that, while monetary policy had a critical role 
to play in avoiding anotller boom-and-bust cycle 
among industrial countries, fiscal policy constrained 
tile ability of the monetary autllorities ro safeguard 
price stability. Although the battle:: against inflation 
was never won, Directors expressed cautious optimism 
about tile pre-emptive tightening of monetary condi
tions in several countries that were:: well advancc:d in 
the cycle. They noted the importance of a strong com
mitment to resist inflationa1y pressures, which the 
Madrid Declaration had emphasized as a key condi
tion for sustaining medium-term growth. 

Most Directors were concerned about the effects of 
exchange rate developments i.n tl1e major industrial 
countries. They noted that such pressures posed a 
threat tO tile prospects for sustained noninflationary 
growth, witll adverse implications for all countries. 
Many Directors agreed with the staff that there was a 
strong case for coordinated interest rate actions 
among the major industrial countries to restore 
greater stability to currency markets, and that such 
action wouJd satisfy both domestic and international 
objectives. The cut in otficial interest rates in Gc::rmany 
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at the end of March 1995 was welcomed as a way to 

help alleviate exchange market pressures and reduce 
the risk of a weaker recovery. Mose Directors sug
gested tl,ar the strength of the yen and the sluggish
ness of the J apancse recovery argued for further 
moncta1y stimulus beyond the limited casing of mon
etary conditions at the end of March, as well as for 
further structural action co deregulate and open the:: 
economy. While economic indicators in the United 
Scates suggested that the growth of domestic demand 
had slowed to a more moderate pace, an upside risk to 
output and inflation remained, and the weakness of 
the dollar could contribute to increasing price pres· 
surcs. A number of speakers therefore recommended 
a further tightening of monetary conditions in the 
United States. 

Fiscal Developments 
In the September 1994 discussions, Directors were 
unanimous in their call for renewed commitments to 
containing and reducing fiscal deficits, as stressed in 
ApriJ 1993 by the interim Committee. Such action 
was viewed as essenriaJ for alleviating pressures on 
long-term interest rares and co permit satisfactory rares 
of future economic growth and job creation. Eflorrs 
that wc::nt beyond the effects of automatic stabilizers 
were needed to place fiscal policy on a sound medium
term footing in virtually all countries. Directors under
scored the need for decisive steps to improve the fiscal 
outlook in ltaly and Sweden and noted tllat other 
countries should take advantage of the economic 
expansion co substantially reduce the public secror's 
absorption of private saving. 

In April 1995, most Directors felt tllat tl1ere was 
little risk that more ambitious fiscal consolidation 
might weaken the global recovery. In fact, many 
speakers emphasized that more ambitious consolida
tion c::fforrs could strengthen growth, even in the short 
run, by enhancing the credibility of policies, reducing 
risk premiums on interest rates, alleviating c::xchange 
markc::t prc::ssures, and improving confidence. On bal
ance, most Directors agreed that a failure co step up 
the slow pace of fiscal consolidation in many countries 
would constitute a much larger threat co tile global 
economic and financial outlook than the risks associ
ated with fiscal tightening. 

Developing C0tmtry Policies 
In the September 1994 discussions, Directors were 
encouraged by the continued strong growth perfor
mance of many developing countries. However, they 
pointed our tl1at the strong aggregate performance 
masked considerable diversity. In many countries, 
growth was weak, and standards of living had contin
ued to stagnate or decline. Dirc::ctors noted tllat such 
divergences in economic performance:: reflected tile 
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varying degrees of success in implementing appropri
ate macroeconomic stabilization policies and structural 
reforms, as well as differences in external conditions 
faced by inclividual counu·ies. 

In sub-Saharan Africa, despite indications of a 
brightening economic outlook in several countries, 
economic conditions remained particularly clifficult. 
Critical to reversing the pattern of declinjng living 
standards were i11creased domestic saving, reduced 
inflation in some countries, a11d an enlarged scope for 
market mechanisms. As in other regions, it was also 
impona11t to improve governance. Directors also 
emphasized that the beneficial effects on growth asso
ciated with the adjusunent oftl1e CFA franc, and 
other currencies, would depend on a steadfast imple
mentation of the accompanying stabilization policies 
and structural reforms in the counu·ies concerned. 

In the 1\lliddle East a11d Europe region, inflation 
remai11ed relatively hjgh, a11d growth slowed some
what as the temporary boost from reconstruction in 
some countries during 1992-93 dissipated. Directors 
welcomed the prospect of a lasting peace settlement in 
the Middle East because thls would oflcr the opportu
nity to revitalize adjustment and reform efrorts, reduce 
defense expendin,res, wd address important issues in 
the areas of infrastructure and regional cooperation. 
Direcrors were particularly encouraged b}' the marked 
improvement in economic performance of many 
developing countries in the \Nestern Hemisphere in 
rece11t yea.rs and by the continuing impressive perfor
mance of ma.ny Asian countries. 

Directors welcomed the substa11tiaJ rise in private 
capital flows to many developing countiics since the 
late I 980s and were particularly encouraged by the 
rising share of foreign djrect investment, which also 
brought a transfer of technology and helped co 
increase exports. The moderation of capital flows in 
the first half of 1994 seemed mainly to reflect the 
strengthening of the recovery in the industrial coun
tries and the associated firming of inrerest rates. 

At the same time, Directors noted that capital flows 
to developing countries required cardul monitoring, 
given the tenuous nature of certain types of capital 
flows and the potential for adverse domestic side
etfects. A number of Directors were concerned that 
the rise in capital in.flows was driven by thc general 
enthusiasm for emerging financial markets, which 
might put these countries at risk to suddcn changes in 
market sentiment. Directors aJso expressed concern 
about the sustainability of capital flows to some coun
tries where the flows were related to high short-term 
interest rates owing to an inappropriate mix of lax fis
cal policy ru1d tight monetary policy. They pointed our 
that where capital inflows were primarily the result of 
policy changes, such as structural reform and fiscal 
adjustment, a real exch:mge rate appreciation was 
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more likely to be the appropriate equilibrating re
sponse to improvements in productivity and profita
bility. ln contrast, where capital inflows were caused 
by restrictive credit policies that raised short-term 
interest rares and were not supported by sustainable 
fiscal policies, an exchange rate appreciation may be 
more disruptive. 1\iloreover, such countries may be 
more vulnerable to sudden reversals of capital Hows. 

Finally, Directors noted tl1at many developing 
countries attempted to slow the inflow of capital by 
resorting to ~, variety of mechanisms, such as ceilings 
on foreign borrowing, minimum reserve requirements 
on foreign loans, and interest rate equalization taxes. 
They cautioned that capital controls should not be 
viewed as a substitute for correcting policy imbalances 
:rnd that restrictions on capital flows were unlikely to 
be effective over tl1e longer run and might distort 
investment decisions. 

During the April 1995 discussions, Directors com
mended the growing trend toward economic liberal
ization, which had contributed to improvements in 
economic performance across a broad range of devel
oping countries. They welcomed the strengthening of 
reform and adjustmt:nt t:fforts, particularly in many 
low-income countries, but noted that some early 
achievements still appeared to be fragile, and that 
there would be risks of setbacks if stabilization and 
reform efforts were relaxed. Moreover, changes in 
marker sentimenr underscored the need for vigilance 
to safegu.u-d domcstic and external financial stability 
and to sustain growth. In the aftermath of the Mexi
can financial crisis, Din:ctors particularly stressed the 
nced for a numbcr of de,·eloping countries to imple
ment corrective measurt:s to restore and maintain 
macroeconomic srabilit:y, and to bc on guard against 
[he volatility of short-term portfolio inflows. 

Overall, Directors noted that long-term growth 
prospects in developing countries remained promising. 
The~• did, however, concur with the stafPs projections 
that growth in many of those countries would slow 
somewhat in 1995-96 under the influence of tighter 
policies to reduce the risk of overheating and the 
reliance on foreign saving. Developing countries in the 
Western Hemisphere were likely to experience a rela
tively pronounced slowdown, partly as a result of a 
marked decline in capital inflows. Many Asian coun
tries were also expected to witness some moderation 
in the strong pace of ,;conomic expansion se.:n in 
recent years. By conu·ast, gro\1-Ch was expected to 
strengtl1en somewhat in Africa and rhe Middk East as 
a result of rhe intensification of adjustment and reform 
efforts, and the cyclical recovery of commodity prices. 

Directors emphasized that a large number of coun
tries, especially in sub-Saharan Africa, continued to 

experience declining real per capita incomes. Many of 
those countries were particularly vulnerable to fluctua-
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tions in their terms of trade. Diversification of produc
tion in line with comparative advantage should allow 
them to benefit fully from the liberalization of world 
trade resulting from the Urugu,1y Round agreement. 
Directors urged bilateral creditors to apply the new 
. aples terms Aexibly, to provide the necessary debt 
relief for low-income countries that implement strong 
adjustment and reform programs. 

The Board generally agreed with the.: staff's conclu
sion that the surge in capital flows tc> developing 
countries in recent years was explained in large part by 
open trade and im·estment regimes and improved 
long-term growth prospects brought about by strong 
adjustment and reform eftorts, as evidenced by the 
strong inflows of foreign direct investment. Directors 
urged policymakers to ensure that capital inflows did 
not translate into higher consumption expendimrcs 
and become a substimtc for domestic saving. They 
observed that, with the indusa·ial economies rebound
ing, capital flows to developing countries were likely 
to be somewhat smaller over the next few years. 

Directors fdt that many developing countries 
needed co increase their vigilance over their financial 
markets. Concerns about the potential instability of 
capital tlows, especially of portfolio investment, had 
led some countries to implemenr measures to deter 
short-term inflows while still maintaining convertibil
ity for longer-term capital account transactions. Direc
rors agreed that a reimposition of capiral controls 
would be undesirable because ir would entail longer
term efficiency costs. 

Direcrors also emphasized the importance of pru
dential limits on the foreign exchange exposure of 
banking systems. They agreed that such controls 
should not be viewed as a substitute for efforts to 

address macroeconomic imbalances and correct unsus
tainable exchange rntes. Several Directors called for 
further study of the advantages and possible draw
backs of different exchange rate regimes, in light of 
the difficulties experienced by some developing cmm 
tries in "exiting" from an exchange rate p<;:g that was 
no longer viable. While several Directors noted the 
difficulties of using the exchange rate as an anchor, 
except when fully supported by sound macroeconomic 
policies and strong economic fundamentals, others 
stressed that the potential benefits of an anchor should 
not b<;: ignored. 

Economies in Transition 
In September 1994, Directors observed that those 
countries that went furthest in implementing financial 
adjustment and liberalization-including Alb:inia, the.: 
Czech Republic, Estonia, Hungary, Latvia, Lithuania, 
Mongolia, Poland, the Slovak Republic, and Slove
nia--demonstrared that macroeconomic stabilization 
and structural reforms were prerequisites for achieving 
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economic growth and low inflation. In conrrasr, in 
Russia and many of the other transition countries, 
output continued to decline precipitously. A number 
of these countries made some progress toward stabi
lization and reform, but most had yet to reduce gov
ernment budget deficits sufliciently or to bring 
inflation under control. Policy slippages exacerbated 
the decline in output associated with economic 
restructuring, jeopardized the credibility of the reform 
efforts, and created an uncertain investment climate. 
Dirt:ctors emphasized that containment of govern
ment budget deficits was important in reducing infla
tionary pressures. 

Directors recognized that budget deficits were dit: 
ficult to keep within sustainable levels in all but a few 
of tl,c countries in transition, and tliat in all countries 
the transformation process had profound implicacions 
for governmenr revenues and expenditmcs. ft was 
apparent tl1at the budget deficits were to some extent 
a result of the transformation process, and this under
scored the need tO give high priority to reforming 
government fiscal systems. Directors attributed the 
persistence ofbudger deficits mainly to the sharp 
decrease in rax revenues resulting from the collapse in 
outpur and the inadequacy of tax systems, as well as to 
expenditure pressures related ro the rescructuring of 
state cnrerprises, rhe need to srrengrhen social safety 
nets, and the costs of support for aging populations. 

Increases in unemployment \\'ere acknowledged ro 
be largely unavoidable in the transformation ro a mar
ker economy, which required large-scale enterprise 
restructuring and tl1e reallocation of capital and labor. 
To protect rhc unemployed during rhc transition, 
Directors emphasized the need for well-targeted social 
safety nets that were accompanied by cuts in subsidies 
and unproductive expenditures. In addition, new 
labor maJket institutions should be established ro pro
mote flexibility and improve employment prospects. 
In addition to appropriate social safety nets, institu
tional efforts were rc9uired to establish sustainable 
social security systems. 

Finally, Directors expressed concern tl1at, altl1ough 
tl1e problem of arrears among enterprises had receded 
in several transition economies, new problems had 
arisen in a number of cases. The increasing recogni
tion by policymak<;:rs of the inflationary dangers of any 
bailout measures was welcomed, and it was agreed 
that continued progr<;:sS with stabilization and struc
tural reforms would help to reduce the scale and scope 
of interenterprise arrears. 

fo April 1995, Directors welcomed tl1<;: improved 
outlook for manr of the.: economies in transition. [n 
most countrit:s of cena·al and eastern Europe, output 
was either increasing or likely to begin to recover. 
Inflation still remained too high in many traJ1Sition 
countries, however, owing mai11ly to persistently large 
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fiscal imbalances. The achievement of rapid growth 
over the medium term would require credible fiscal, 
monetary, and exchange rate policies, as well as fur
ther progress coward institutional and structural 
reform. Several Directors welcomed the decisive mar
ket-oriented reforms adopted by a number of coun
tries in transition that, until recently, had been 
reluctant to move in this direction. Encouraging 
progress had already been achieved in several cases, 
but sustained adjustment efforrs remained necessary 
to consoUdate early gains. 

Directors welcomed the agreements recently con
cluded, or under discussion, between the Fund and a 
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number of transition counu·ies, especially the new 
srabilizarion and reform programs in Russia and 
Ukraine (sec sections on Article IV Consultations 
and Fund Support for Member Countries). Those 
programs were in accordance with the Madrid Decla
ration's call for bolder efforts at stabilization and 
structural reform. Although some of the transition 
countries had yet to adopt comprehensive 
adjustment programs, the Board commended the 
efforts of those countries that had embarked on 
broadly based reform strategies early in the transition; 
those countries were experiencing the benefits of 
early action. 
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INTERNATIONAL CAPITAL MARKETS 

In June 1994, ilie BoMd conducted ;rs annual 
comprehensive assessment of developments in 
global capital markets. 3 The turbulent events in 
the first quarter of 1994 and the ongoing structural 
changes in the financial landscape were reviewed. 
The policy issues these developments raised 
included the rapid opening up and growth of pri
vate financing for developing countries and the 
challenges posed by these events and others for 
supervisors-namely, possibilities for regulating 
derivatives and nonbanks and strengthening capital 
adequacy and the role of central banks. Last, devel
opments in China's emerging equity markets were 
looked at as a case study with lessons for other 
economies in transition. 

Later, in October 1994, the Interim Committee 
in its communique requested the Fund to continue 
its work on capital markets as a part of the ongoing 
effort to enhance the Fund's role in t11c interna
tional monetary system and its ability to serve 
its members. 

Turbulence in Government Bond Markets 
Financial markers suffered a shock in February and 
March 1994 when a long-running (since 1990) bond 
market rally reversed abruptly. In their annual review 
of developments in international capital markets, 

•Subsequently published as fotcmnti1111nl Capitnl Mnrkas: 
Developments, Prospects, nud Policy lssucs(Septembcr 1994), in 
the Fund's World Economic and financial Surveys series. 

Directors generally agreed that the turnaround was 
prompted, among other factors, by a large revision of 
expectations about economic performance and the 
future path of interest and exchange rates. The 
revised outlook led to an unwinding of the large posi
tions in government securities built up during the 
preceding year. 

Directors credited various events with triggering 
tl1e revision, including a slower-than-expected fall in 
European interest rates, stronger-than-c.:xpected 
growth in tl1c.: United States, the timing of the upward 
adjustment in U.S. interest rates, and other factors. 
Several Directors commented that, altl1ough financial 
markets may have overreacted to some extent, the 
extent of this should not be overstated. 

Directors observed that the bond marker nirbu
lcnce had spread to a wide range of countries, includ
ing the emerging market countries. The spillover, 
however, had not been uniform. The disparitit:s 
resulted in part from differences in growth, in11ation, 
and the fiscal outlook across countries, and the uneven 
credibility of the anti-inflationary commitment of 
monetary policy. The Board concluded that tl1t: expe
rience again highlighted the importance of credible 
anti-in_flationary strategies and tl1e pursuit ofmedium
term fiscal consolidation programs. lr was also noted 
that cross-border capital flows merited greater atten
tion in the Board's periodic discussions of exchange 
rate developments in the context of its sessions on 
world economic and market developments. More gen
erally, in tl1e Board's view, the implications of these 
developments and experience for the conduct of 
domestic monetary policy warranted further study. 

In their evaluation of the bond market turbulence, 
Directors noted that markets and institutions had 
withstood the stress witl1out seizing up through illiq
uidiry or inefficient payments and settlement systems, 
nor was there a syste,nic crisis. A number of Directors, 
however, ,varned against complacency about the 
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resilience of the financial system. They cautioned that 
the large leveraged positions in bond markets held by 
institutional investors could pose a problem rela.tive 
to the size and liquidity of all but the largest bond 
markets and that, as a result, price volatility might 
be greatly increased when these investors enter and 
exit markets. 

Government Debt Markets 
in Industrial Countries 
Looking beyond the earl~, 1994 bond market turbu
lenet: to the longer term, Directors considacd trends 
toward internationalization and reform in government 
bond markets in the industrial countries. These devel
opments reflected efforts by national authorities to 

minimize the cost of placing and servicing their debt, 
which for the major industrial countries had risen 
from a debt-to-GDP ratio of 43 percent in 1980 to 
about 68 percent in 1994. 

In tJ1eir evaluation of internationalization, most 
Directors supported rhe view that the advantages con
ferred by participating in global capital markets made 
it worthwhile for countries to subject themselves co 
the rules and discipline of tJ1e marketplace. Cross
border investment in government security markets, 
they agreed, improved the efficiency of national mar
ket mechanisms and disciplined domestic policies. 

As regards reforms, Directors welcomed the related 
progress that had been made in improving issuing 
techniques, enhancing secondary market liquidity, 
broadening the investor base, making sertlemem and 
clearing systems more efficient, and streamlining the 
administration of withholding taxes. 

Financing Flows to Developing Countries 
For private financing to developing countries, ] 993 
was a boom year, with a sharp increase in tJ1c volume 
of flows, a further improvement in the terms of bor
rowing, strong increases in equity prices, and a signifi
cant broadening of the investor base. However, in the 
first four months of 1994, tJ1e increase in U.S. interest 
rares, as well as d1e political uncertainty in Mexico, 
helped to bring bond and equity flows down sharply 
from their peaks of the last quarter in 199 3. 

Directors were encouraged that private financing 
continued to mature in 1993, noting that emerging 
markets had now become an integrated part of the 
global financial market, with the advantages and con
straints that entailed. For example, along with the 
benefits of increased market access, developing cow1-
tries were prompted to improve their disclosure stan
dards and the regulatory and legal framework of their 
domestic financial markets. 

The discussion, however, focused on Directors' 
concerns about the volatility of the flows and the asso
ciated costs. The sources of this volatility, it was 
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noted, were numerous, including changes in the pace 
and scope of economic policy reform in developing 
countries, but also factors beyond the conrro.1 of recip
ients, such as variations in interest rates in the source 
countries. Several Directors stressed rhat such factors 
could add to volatility even when the recipient coun
tries followed sound economic policies. 

Moreover, Directors noted, the pools of funds 
managed by the major financial institutions dwarfed 
the capitalization of developing country stock markets. 
Consequently, they warned, even fairly small changes 
in investor sentiment could have a significant impact, 
especially if investors acted as a group. Directors 
agreed that the prospect of continuing volatility iJ1 
these flows was yet another reason for developing 
counrries to implement strong macroeconomic and 
structural policies, helping to create an environment in 
which these financing flows could be used efficiently 
and effectively. 

Derivatives and Supervisory Issues 
The Board looked at three pressing issues in financial 
market regulation: the supervision of nonbanks (that 
is, securities houses and institutional investors, includ
ing mutual and pension fonds, insurance companies, 
and hedge funds), proposals tO strengthen capital 
requirements, and the role of central banks in financial 
market supervision. 

Regulating Derivatives and Su,pe1,vising 
Nonbanks 
Several Directors noted that the market turbulence in 
early 1994 had occurred against the backdrop of an 
impressive growth in the use of derivatives. While 
derivatives clearly play a useful role in managing risk, 
die absence of adequate reporting standards and the 
complexities of such financial instruments left the 
financial system less transparent. In addition, tJ1e rapid 
growtl, of deri\'atives might be transmitting distur
bances across markets and instiwtions. 

Directors stressed that the first line of defense 
against market turbulence was sound macroeconomic 
policies that minimize investor uncertainty. It was 
agreed tJ1at hedge funds and derivatives should not be 
singled out for special requirements. Nevertheless, 
Directors acknowledged the clear need for collective 
prudential and regulatory rules and stressed the 
importance of self-regulation and sci f-discipline based 
on robust and prudent in-house risk-management sys
tems. Some speakers suggested that the financial 
industry mighr need to rely more on self-regulation 
than on governmental oversight to avoid moral hazard 
problems and maintain soundness. 

A number of Director~ pointed our that the current 
regulatory environment was in many cases unprepared 
to deal with tJ1e growth of non bank financial instiw-
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tions. For example, hedge funds and unregulated 
derivative subsidiaries of U.S. investment houses, 
although they sometimes took enormous speculative 
positions, fell outside the purview of both securities 
and bank regulators. Other Directors noted that expc· 
ricnce had demonstrated that a troubled nonbank 
could be hancUed with much less systemic conse
quence than was the case for a troubled bank or 
depository institution. 

Strengthening Capitat Adequacy 
The growth of the derivatives markets and the role of 
wholesale banks i.n these markets had moved the 
industry itself and its supervisors to assess the benefits 
and potential systemic risks associated with continuing 
development. Two i.mportant proposals-both featur
ing capital requirements for market risk and a recogni
tion of netting-were put forward in 1993 and in 
1994: one, for banks, by the Basie Commim.:e on 
Banking Supervision, and rhe second, for borh banks 
and securities houses, in the European Union's direc
tive on capital adequacy. 

A number of Di.rectors supported a differentiated 
approach to implementing these new capital standards. 
ln particular, they supported the proposal by the Basic 
Committee, subsequently published in July 1994, that 
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wholesale banks with sophisticated risk-management 
systems could be allowed to rely on their proprietary 
systems, rather than on strictly standardized measures 
to determine the minimum amount of capital, pro
vided thar their regulators were convinced that their 
models' key assumptions were prudent. 

Role of Cent-rat Ban/ts 
ln light of the events in financial markets, Directors 
reviewed what role, if any, a central bank should play 
in the supervision and regulation of financial markets 
and instinttions. The Board concluded that the opti
mal arrangement depended on a country's particular 
characteristics and institutional framework and that 
there was no clear-cur preferred formula. Some Direc
rors contended that a central bank should remain free 
of regubto1y responsibility because such a concentra
tion of responsibility couJd undermine its ability to 
conduct monetary policy independently. Others 
believed that only the central bank had the hands-on, 
up-to-the-minute knowledge of the fmaociaJ system 
that was needed to supervise adequately and fulfiJI the 
ftmction of lender of last resort. Afl agreed, however, 
that the one essential element of any arrangement was 
close cooperation between the monetary and supervi
sory authorities. 
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DEVELOPMENTS IN TRADE POLICY 

At the outset of <hd, August 1994 d;scus
sion on global trade issues, Directors emphasized 
the benefits of an outward-oriented strategy and 
liberal trade in fostering economic progress. Trade 
issues were increasingly relevant to the Fund's work 
in promoting economic efficiency and high-quality 
growth. Delays in concluding the Uruguay Round 
had created uncertainties in the multilateral trading 
system in recent years, bur there had also been a 
number of positive developments. In particular, 
many developing countries and transition econ
omies had implemented outward-oriented ex
change and trade reforms, often in connection with 
programs supported by the Fund and the World 
Bank. Several industrial countries had also engaged 
in trade liberalization, especially in a regional con
text. The most notable positive trade development 
had been the conclusion of the Uruguay Round 
toward the end of 1993. Ratification of the agree
ment allowed implementation to proceed promptly 
and fortified the existing basis for productive trade 
relations, multilateral cooperation, and global pros
perity. 4 The conclusion of the Uruguay Round 
was followed, at the beginning of 1995, by the 
establishment of the WTO. The relationship 
between the Fund and the WTO was discussed in 
October 1994 and again in January 1995. 

4Thc paper~ on which rJ1c Board based it~ discussion were 
subsequently published as bltenmtio11nl Trndt l'olicfrs: T/Jt' 
Uruguay Rott11d nnd Beyond ( 1994 ), in the Fund's World Eco
nomic and Financial Surveys series. 
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ltnplications of the Uruguay Round 
[n assessing the implications of the Uruguay Round 
agrcemcnt, Directors considered that the improve
ments in market access would directly benefit con
sumers, encourage a more efficient global allocation of 
resources, and enhance tl1e prospects for sustainable 
world growth. The inclusion of new areas-services 
and trade-rclated intellectual property rights-as weU 
as traditionally sensitive sectors (agriculture, textiles 
and clothing) would broaden the advantages of a 
rules-based global trading system. Important benefits 
were also to be had from the clarificacion and srrength
en.ing of rules and institucional structures, particuJarly 
the enhanced dispute-settlement procedures, which 
should ease resort ro unilateral actions in trade dis
putes. Directors noted that tl1e benefits of the Uru
guay Round in terms of increased economic cfEciency 
would, in most cases, make up for the transitional 
costs in previously protected or subsidized sectors. 
Directors also considered, however, that some devel
oping countries might suffer from an erosion of prefer
ences and from possible higher food prices. 

The new issues emerging in the post-Uruguay 
Round era-including trade-related competition and 
investment policies, and environmental and labor stan
d::irds-were complex, and their direct ramifications 
had yet to be fully studied. Environmental and labor 
stnndards were important soci::il concerns but were 
best addressed directly through appropri::ite domestic 
policies, rather than indirectly through trade measures, 
since die latter riskcd bc:ing captured by protectionists. 

Trade Policy and the Role of the Fund 
Givcn the key role of open markets in sustainable 
growth, Directors considcred that the Fund should 
continue its current practice of paying close attention 
to trade policy issues in co1rnectio11 with its surveil
lance and lending activities, without challenging the 
primacy of the General Agreement on Tariffs and 
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Box 3 
TRADE POUCY [N FUND-SUPPORTED PROGRAMS 
The trade policy content ofFund
supporred programs approved between 
1990 and 199 3 was analyzed in a staff 
report to the Board. The survey found 
substantial progress in trade reforms 
among all 59 economies covered, with 
the most progress haviHg been made iJ1 
economies in transition in eastern 
Europe and the Baltic countries, where 
sratc involvement in trade was cut 
sharply, and in program countries in 
the Western Hemisphere. 

[ssues in Trade Reform 
A reduction in reliance on quantitative 
restrictions, which began in the I 980s, 
sped up in the early 1990s. Progress in 
tariff reform was slower, partly because 
of continued reliance on international 
trade taxes as a source of budgetary rev
enue. However, with the general 
decline in quantitative restrictions, tariff 
reform in coordination with domestic 
tax reform is beginning to receive more 
attention under Fund-supported 
programs. 

The study found that slow trade 
reformers ofi:en fuced more difficult 
macroeconomic conditions than 

did fast reformers, but the latter also 
made faster progress in the fiscal 
area, which suggests that these coun
tries were cither more willing or more 
able to take bold, comprehensive 
reforms. 

Reversals in trade reform were rela
tively limited and often reflected com
petitive pressures from appreciating 
real exchange races, lagging domestic 
tax refonns, or political difficulties in 
resisting domestic pressures for protec
tion. The increased attention paid in 
Fund-supported programs co trade lib
eralization was reflected in the condi
tionality applied to trade measures. 
Fund disbursements in nearly half the 
arrangements (generally in arrange
ments with a more structural orienta
tion) were conditional on the 
implementation of trade measures. Pri
ority was given to the liberalization of 
quantitative restrictions over tariff 
reform because quantitative restrictions 
are less transparent and more restrictive 
than cariffi. However, as progress con· 
tinucs on the elimination of quantita
tive restrictions, the focus will move co 
tariff reform. 

Lessons from Experience 
The study drew the following lessons 
from the review of program design 
issues. 

• Trade policy must aim at signifi
cantly improving efficiency over the 
medium term, and trade instruments 
for nontrade objectives should be used 
only in emergency situations. 

• Across-the-board import sur
charges arc the least distortivc form of 
trade restrictions, bur even they penal
ize other countries' exports in the 
absence of efficient compensaro1y 
schemes. 

• Although shorr-tenn fiscal and 
medium-term trade reform goals are 
often at odds, a well-designed tariff 
reform may actually improve the import 
tax collection rare while statutory tariff 
levels come down. 

• Tariff reforms are sustainable if 
accompanied by a restructuring in the 
domestic rax system that decreases 
reliance on trade taxes. 

• The liberalization of exchange sys
tems and exchange rate flexibility arc 
also required for sustainable tariff 
reforms. 

Trade (GAIT) and the WTO in that area. The Fund's 
emphasis on balanced and sustainable macroeconomic 
and related structural policies would not only deliver 
broader economic benefits but could also establish an 
appropriate macroeconomic environment for global 
trade flows. Direcrors requested that the implications 
of the Uruguay Round agreement for individual coun
tries be monitored closely with a view to identif)•ing 
any associated adjustment and financing needs. The 
World Bank could also pl:iy an important role in 
providing assistance ro affected countries. Policy 

structural and macroeconomic policy reforms. (Sec 

advice and technical assistance from both institutions 
would also be important in dealing with transitional 
problems. 

In this regard, Directors emphasized the impor
tance of close consultation and coordination with the 
World Bank in the design of trade reforms. The~, cau
tioned strongly against turning to any form of trade 
taxes to address revenue shortfalls. Any such taxes 
should remain consistent with the member's Uruguay 
Round commitments, should be strictly tempora11', 
and should be accompanied by an explicit package of 

Box 3 for an overview of trade policy in the context of 
Fund-supported programs.) 

Regional Trading Arrangements 
The trend toward regional trading arrangements and 
the economic implications of such arrangements were 
the subject of a Board discussion in October 1994. 
Directors noted that the Fund's interest in monitoring 
developments in regional trading arrangements was 
fully consistent with its surveillance function. Direc
tors agreed with the first-best policy of most-favored
nation liberalization and the goal of global free trade. 
So far, they noted, tl1e trend toward regional trading 
arrangements had been broadly consistent with the 
objective of global trade liberalization, and the suc
cessful completion of the Urnguay Round supported 
the view that regional and multilateral trade liberaliza
tion could be complemcnta1y. 

However, Directors warned against complacency 
about the spread of regional trading arrangements, 
which could have adverse effects on those countries 
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that were left out. Even where the impact was minimal 
in rhe aggregate, there was rhe danger of uneven 
effects on individual counnies. 

Given that new regional initiatives were likely to 

continue in the foreseeable future, it was all the more 
important for institutions such as the Fund to con
tinue to emphasize the importance of designing and 
implementing regional trading arrangements in a man
ner consistent with the ultimate goal of global free 
trade. Directors encouraged participating countl'ies to 
design and implement regional arrangements with a 
,riew to that larger goal. They should ensure consis
tency with the rules of the GAIT and its successor, rhe 
WTO. They could also, for example, undertake multi
lateral liberalization along with moves to eliminate 
regional barriers co trade and investment; open the 
regional entities to new members; strengthen disci
pline in the use of :mtidumping actions; and implc
mellt simple, transparent, and liberal rules of origin 
that did not keep markets closed to third countries. 

Collaboration with the World Trade 
Organization 
The Board discussed rhe relationship between the 
vVTO and the Fund in August and October 1994, 
and again in January 1995. Directors emphasized the 
importance of close, constructive cooperation between 
the two i.nsrin1tions. Although they had differem 
mandates, the Fund and the vVfO had complemen
tary purposes and objectives and should be mutually 
supportive. 

Directors welcomed the 'vVTO's status, in contrast 
to the GAIT, as an international organization, and 
the inclusion in irs mandate of trade in goods :md ser
vices and trade-related aspects of intellectual property 
rights. The adoption of new dispute-settlement proce
dures would strengthen the eflcctiveness ofvVfO 
rules. Directors supported the WTO's mandate to 
seek cooperation with other international organiza
tions, particularly the Fund and the vVorld Bank, in 
working coward greater coherence in global economic 
policymaking. 
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The trade policy re\'iew mechanism, which had 
been started under the GA IT and made more perma
nent under the WTO, would help co improve surveil
lance in the trade area. Directors welcomed the 
continuation of the Fund's role in WTO consultations 
on trade measures taken for balance of payments rea
sons and in the provision of information during trade 
policy re\'iews on the macroeconomic sirnation of the 
country in question. 

A three-stage process in the development of rela
tions between the fund and the WTO was broadly 
endorsed by Director&. The first stage established tran
sitional arrangements for continuing FLL11d participa
tion in rhe new WTO Committee on Balance of 
Payments Restrictions in consultations on trade mea
sures taken to safeguard the balance of payments, to 

be expanded to include services. The second stage 
would consider specific modalities of closer coopera
tion, with a view to designing an institutional frame
work for working relations between the institutions, 
including issues related to observer status and the 
exchange or documents and information. Jn the third 
stage, the WTO and the Fund would address in 
greater detail areas chat necded more time to define, 
or were nor fi..illy resolved in stage rwo, such as issues 
related co global coherence in economic policymaking, 
as stated in the W[O charter. 

Directors noted the advance made in the GeneraJ 
Agreements on Trade in Services on the liberalization 
of capital movements and looked forward to address
ing rhe Fund's policy on capital controls at a funu·e 
Board meeting. 

Although some gray areas remained regarding the 
course of furure institutional interaction and coopera
tion, those.: were to some degree inevitable, Directors 
agreed, particularly in the early stages of the vVfO's 
existence. Resolving those issues, which was an impor
tant objectivc, would be facilitated if all participants 
kept in mind the common objectives of the interna
tional instinitions involved in economic poLicics and the 
need to maintain close cooperation and mutuaUy sup
portive relations to rhe benefit of member councrie:,. 
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FINANCING FOR DEVELOPING COUNTRIES 
AND THE DEBT SITUATION 

D,ing 1994/95, the Baaed met scvml 
times to discuss issues related to commercial and 
official financing flows to developing countries and 
economies in transition, and to the debt situation 
confronting these countJ·ies, including the sustain
ability of the muJtilateral debt of the heavily in
debted poor countries in the context of overall debt 
burdens. Board members noted char considerable 
progress had been made in resolving the debt prob
lems faced by middle-income developing countries. 
Owing to their adoption of strong economic policy 
programs, most of these countries either had gradu
ated from the Paris Club rescheduling process or 
were expected to do so shortly. Low-income devel
oping countries, however, continued to face diffi
cult debt problems. For these countries, sound 
economk policies would require adequate financial 
support. The multilateral institutions, especially the 
Fund and the World Bank, would be called on to 

play a large role through their financial facilities in 
supporting the reform efforts of developing and 
transition countries. The Board also explored ways 
co allow the Fund co continue providing financial 
resources on highly concessional terms to low
income countries through the ESAF. 

Commercial and Official Bilateral Debt 
In September 1994, during a discussion of the debt 
situation, Directors noted that substantial progress had 
been made in resolving both the commercial and offi
cial debt problems of the middle-income developing 
countries in the year since the Board's last comprehen
sive review of the debt strategy. Owing co their strong 

economic policy programs, a number of counrries had 
been able to conclude restructuring agreements with 
their commercial creditors; a flexible approach with a 
menu of options made it possibk to tailor bank pack
agcs to the specific needs of individual coum1ics. Most 
middle-im:omc countries had graduated from the Paris 
Club rescheduling process, or were expected to do so 
at the end of their current consolidation periods. 
Directors ob!,erved that progress in this area for the 
few middle-income count1ies with unresolved com-
1m:rcial debt problems would require the implementa
tion of strong economic policies by debtor countries 
and flexibility on the part of creditors. 

M.rny middle-income countries had begun ro enjoy 
renewed acces!> to spontaneous private financing since 
resolving their debt problc.:ms. Director!> observed that 
the middk-incom<.: developing countrie~ had been the 
major beneficiaries of the sharp increase in private 
financing betwe.:n 1990 and 1993. Despite a severe 
market correction in early 1994, Directors saw recent 
developments as providing grounds for optimism with 
respect to the sustainability of substantial capital 
inllows, but they noted that continued access to inter
national financial markets would depend on countries' 
maintaining strong policy stances. 

Low-income co~mtries, in contrast, continued to 
confront di1ficult debt problems. Many had large 
debt:, to official creditor:,, and some had sizable com
mercial bank debts that needed to be restrm:tured. 
A..:cess to private sources of financing had not im
proved for low-income developing countries as a 
group. Directors emphasized that these countries 
would necd to establish sound, stable, and sustainable 
economic policies .rnd would also require supportive 
actions on a number of fronts. 

Din.:crors observed, for cx;1mplc, that, through the 
Paris Club's phased approach ro debt rescheduling
involving the rescheduling of debt-service flows on 
enhanced conc.:ssional terms-official creditor:. had 
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provided substantial assistance in meeting the external 
financing needs ofa number of low-income counrries. 
Nevertheless, they noted that many low-incom<.: coun
tries still faced large debt OYerhangs to official bilateral 
creditors that could be removed only by the imple
mentation of stock-of-debt operations, as envisaged 
under the menu of enhanced concessions agreed by 
the Paris Club in 1991. In this context, at a subse
quent discussion in February 1995, Directors wel
comed the Naples terms-which provide for an 
increase in the level of concessionaliry for most low
income rescheduling countries from 50 to 67 per
cent-agreed by Paris Club creditors in December 
1994. Directors welcomed in particular the first swck
of-debt operation under these terms in Februaiy 
1995, for Uganda. 

Di.rectors felt that commercial bank creditors would 
need to show more flexibility in dealing with low
income developi11g countries with especially severe pri
vate debt burdens. Because of their limited resources, 
many of these countries were likely to be unable to 
finance the cost of simple debt buybacks. Directors 
considered that creditors should be willing ro accept 
terms more explicitly tied to assessments of the low
income developing countries' limited ability ro service 
their debt, which might not be reflected in secondary
market prices for the debt. Sufficient resources would 
need to be made available on appropriate terms tO 

support bank-debt operations. 
Directors expressed concern about the decline in 

net bilateral aid flows recorded in 1994 and empha
sized that the targeting of aid to the poorest countries 
could be considerably improved-for example, by 
reducing the use of aid as an instniment of export 
competition. Many Directors also felt that recipient 
countries needed ro make more eftcctive use of 
bilateral aid. 

Directors noted that officially supported export 
credits remained a key source of official bilateral assis
tance, particularly for certain developing and transition 
countries. They agreed that access to export credits 
could help developing countries to establish credit
worthiness but should not be used as a substitute for 
general balance of payments support, especially in the 
medium term. Developing countries would thus need 
to carefully manage thci.r outstanding debt to export 
credit agencies. Directors also encouraged export 
credit agencies to make more use of recent innova
tions in risk managemenr, to coordinate their k:nding 
more closely with other agencies and multilateral insti
tutions, and to hold more frequent discussions on the 
effective use of export credits with recipient countries. 
They considered that the potential benefits of escrow 
accounts should be weighed against the danger of the 
proliferation of such arrangements and of reduced 
access to nonsccuritized lendiJ1g. 
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Multilateral Financing and Debt 
Directors observed that the multilateral institutions 
had played a central role in supporting the economic 
adjustment of developing countries. In particular, the 
Fund, through the continued operation of its ESAF, 
and the World Bank, had made major contributions t0 

lending on highly concessional terms to low-income 
countries. In the Directors' view, in the future the 
multilateral institutions, especially the Fund and the 
World Bank, would be called ro play an even greater 
role in providing financing to developing and transi
rion counrries. These institutions would establish 
the framework for support from other creditors and 
donors-in part by improving the availability 
and understanding of information on trends in financ
ing flows. 

In their September 1994 discussion, Directors 
stressed that debt forgiveness by the multilateral insti
nitions, in light of their role in mobilizing resources 
for the developing and transition countries, was not 
desirable and should not be considered. Debt forgive
ness would impair the effectiveness of the Fund by 
undermining its preferred creditor status and the 
revolving nature of its resources. At the same time, 
Directors emphasized the importance of highly con
cessional lending by the multilateral instirurions
espccially the regional development banks-in support 
of economic policy programs in the low-income devel
oping counn-ies. Multilateral institutions should also 
work with member countries whose payments were in 
arrears to help tlic:m overcome these problems. 

During the February and April 1995 meetings, dis
cussions centered on the magnitude and sustainability 
of the multilateral debt of the heavily indebted poor 
countries. On the basis of debt-service analysis pre
semed in papers jointly prepared by Fund and World 
Bank staff, ar the April meeting most Directors agreed 
with the conclusion that, for the majority of heavily 
indebted poor countries, debt service to multilateral 
institutions should be manageable, provided that con
cessional bilateral flows were maintained and that new 
multilateral lending was on appropriately concessional 
terms and supported a policy framework that gener
ated at least modest real export growth. Some coun
tries would, however, face heavy burdens of both debt 
service and the overhang of debt that would clt:arly 
impede devcloprnenr prospects in the future; for these 
cases, ir was decided that forrher cnunny-specific 
analysis would be undertaken. 

At the February meeting, Directors agreed broadly 
that all new multilateral and bilateral lending to the 
heavily indebted poor countries should be on conces
sional terms. Directors agreed that there should be a 
reassessmt:nt of the means available to the Fund for 
dealing with countries \\ith protracted arrears to the 
Fund and for assuring the viability of some additional 
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countries with prospective heavy debt burdens by 
complementing the mechanisms put in place by other 
creditors, such as the aples terms agreed by Paris 
Club credicors in December 1994. 

Continued Fund Assistance 
Tlu-ough the ESAF 
Directors noted that most but not all heavily indebted 
countries would experience a dedi.ne in their debt ser
vice to the Fund over the next decade, mainly becaust: 
of the introduction of highly concessional lending 
through the SAF and the ESAF. There was broad 
agreement that ESAF terms were consistent with sus
tainable debt-service burdens for most heavily indebted 
cow1tries and that it would be appropriate to continue 
to provide assistance through the ESAF, provided that 
the revolving nature of the Fund's resources and the 
institution's monetal)' mandate were respected. Some 
Directors were of the view that the Fund would need 
to do more. 

In April, Directors considered possible modalities 
for continued Fund involvement in low-income 
countries, includjng the most heavily indebted ones, 
through the ESAF. Directors broadly agreed that 
there would be a need for a continuation of ESAF
type concessional operations; most also were ready to 

explore the possibility of a self-sustained ESAF 
financed through resources expected to reflow to the 
Special Disbursement Account (SDA) from the ESAF 
Trust Resen-e Account beginning in the year 2004, 
according to current projections. 

Most Directors welcomed early consideration of 
possible ways ro finance ESAF-type concessional oper
ations in the interim period between the end of 1996, 
when full commitment ofESAF Trusr resources is 
expected, and 2004, when resources from the SDA 
would become available. Tr was noted that some 
uncertainty attached to the Likely timing of full com
mitment of existing ESAF Trust resources, and con
sideration was given to the usefulness of t:xploring 
with present ESAF Trust creditors the possibility of 
an earlier wmsfer of resources to the SDA by 
reducing the coverage of claims on the ESAF Trust 
Loan Account. 

Direcrors also explored modalities for funding 
the loan component of ESAF assistance; most sup
ported giving further considcrarion to combining 
various fundjng alternatives, including the use of the 
General Resources Account (GRA), although some 
did not favor this approach. Suggestions were made 
on possible sources of fimding for the subsidy com
ponent, including a·ansfcrs by members of resources 
refunded from the second Special Contingent Ac
count (SCA-2), bilateral funding, and tht: investment 
income from the profits of the sale of some of the 
Fund's gold. Some Directors were firmly opposed to 
gold saJes, but interest was expressed in further discus
sion of the rule of gold in the Fund. 

Directors discussed several options for dealing with 
the problems of countries with a heavy debt overhang, 
includjng the possibility of extending maturities for 
ESAF loans for a l..'.ategory or countries eligible for 
ESAF assistance. However, most Directors considered 
that the Fund could best assist those countries facing 
continuing heavy debt burdens and balance of pay· 
ments problems by ensuring that ESAF resources con
tinued to be avai.lablc on present terms. This would 
enable the Fund to tailor its financing to the situation 
of individual members while maintaining conditional
ity and continuing to monitor members' policies over 
what might be prolonged periods. 1evertheless, a few 
Directors felt that this approach would not adequately 
address the problems related to debt overhangs and 
the need of members for assurances that debt service 
to the Fund would be kept at manageable levels. In 
the view of these Directors, further consideration 
should be given to the possibility of an extension of 
marmities. 

1n its April 1995 communique, the Interim Com
mince took note of the Board's discussion of the mul
tilateral debt of heavily indebted poor countries and 
scresst:d that multilateral lending to these countries 
should be on appropriately concessional terms. The 
Committt:e agreed that continued Fund support 
for the poorest developing countries on ESAF terms 
would be desirable, and it requested the Board to 
examine the options for continued financing and 
adapting of the ESAF. 
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FIFTIETH A1 NIVER.SARY AND 
ROLE OF THE 

THE 
FUND 

EVOLVING 

Te Fund h,s conrinuolly ,d,p<cd to, ch,ng" 
ing world economic environment, allowing it to 
preserve both its relevance to thl'. needs of its mem
bership and its essentially monetary and catalytic 
character. 

At a Board seminar in July 1994, Directors eval
uated the progress made by the Fund in the context 
of the fiftieth anniversary of the Bretton Woods 

Conference of July 1944. Dircccors observed that 
the anniversary provided a special stimulus for ini
tiatives and reforms that might benefit the Fund's 
work in the future. These issues were also the focw, 
of a conference held at the time of the Annual 
Meetings of the Fund and the World Bank in 
Madrid in September 1994. 

The anniversaiy year was also mai·ked by a crisis 
in Mexico that the Fund responded to with the 
largest amount of financial support that it had ever 

extended to a single member country. The crisis 
both illustrated the flexibility of the Fund and 
raised issues about the types of reform that might 
be considered for the furure. In addition, the Fund 
approved arrangements for Russia and Ukrainc
rwo major economies in transition-provided addi
tional financial assistance to Argentina, extended its 
financial support to a large number of other coun
tries, and increased access to its resources for all 
members. 

Fiftieth Anniversary 
The anni\'ersary was an occasion for reflecting on the 
progress made in the past, as well as prompting a for-

ward-looking discussion of thl'. role of the Fund. 
Although the basic purposc:s of the Fund remain those 
formulated fifty years ago, its role and activities have 
changed considerably as a result of changes in the 
world economy. some of which have been, in turn, 
assisted to a significant extent b~• the work of the 
}und. 

Many of these issues were the fo..:us of a confi.:rence 
held at the time of the Annual ,\kctings of the Fund 
and World Bank in Madrid in September 1994 that 
looked at the future of the Fund and the World Bank. 
Among the participants there was a strong consensus 
on the policy srrategies that all countries needed in 
order ro reach the objective of sustainabk, equitable, 
economic growth with high employment, a goal often 
referred ro as "high-quality growth." 

The developments of the past fifty years have been 
reflected in the evolution of rl1l'. Fund in each of irs 
three major areas of activiry. 

First, the Fund has adapted its role in the exchange 
rate system. After divergences in the economic perfor
mance of' the industrial countries had led to the col
lapse, in the early 1970s, of the Brerron Woods system 
of fixed but adjustable parities, the right of members 
to choose their own exchange arrangements was rec
ognized by the Second Amendment of the Articles in 
1978. 

The Fund was given responsibility for overseeing 
the intanational monetary system and the economic, 
tinancial, and exchange policies of its members with a 
view to achieving orderly exchange arrangements and 
promoting a stable system of exchange rates. It was 
recognized that this involved sun'l'.illance over all poli
cies ,1tlecting exchange rates. This was based on the 
understanding rhat the key to exchange rate stabiJjty 
was provided by improvements in national policies 
that could be fostered by international cooperation, 
including the convergence of inflation rates at low lc\·
els, fiscal consolidation, and structural policies that 
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promoted the efficient working of labor and other 
markets. Surveillance, convergence, and cooperation 
were seen as crucial for the proper fi.mctioning of rhc 
international 111oncta1y system and were areai. in which 
the Fund could make a central contribution. 

The Fund's surveillance activities arc the principal 
means through which it seeks to improve the fonc
tioning of the international monetary system. These 
activities comprise the Fund's regular consultations 
with indi,~dual member countries under Anick fV, 
and also its consideration of polic~• issues in a global 
context-notably in the discussions of the World Eco
nomic Outlook and of world economic and market 
developmt:nts, in paralld with the Fund's contribution 
to the policy coordination effort among the major 
industrial countries. 

The second main area of Fund activi~· is its provi
sion of financial assistance. One major change has 
been the concentration of the Fund's financing opera
tions in recent years on developing countries and 
economics in transition. These countric~ account for 
all of the 60 Fund-supported programs in pla..:c a~ of 
the end of the financial year. This contrasts with the 
Fund's early year~, when many industrial countries 
drew on fund resources and industrial country draw
ings accounted for most of Fund lending. 

The recognition that the adjustment problems 
countries face can in m:111y cases be addressed through 
structural as well as macroeconomic policies has led to 
the introduction of new financing facilicies with longer 
maturities and, in some cases, concessional interest 
rates that operate alongside the more lr:1ditional short
term stand-by arrangements and medium-term 
extended Fund facility arrangements. 

These adaptations have enabled the Fund to con
tinue serving the needs of countries facing macroeco
nomic imbalances and payments difficultic~, anJ to 

provide balance of payments support for thl.: imple
mentation of reforms, as its membership has e;,.panded 
and changed in composition. The) enhanced the 
Fund's support for members as they resolved debr 
problems and regained access to capital markets. 
Through these measures the Fund has contributed to 
growth-oriented adjustment in the developing coun
t1ies more genera.I!)•, and assisted Russia and tht.: other 
transition economics in tl1eir efforts to move to a mar
ker system. 

The thjrd area of acti\'ity is thi: provision of techni
cal .,ssistano.:e ro member couna·ies to help them 
design and implement policies and build or modcrni;,e 
institutional capacity, thereby impro\'ing the cflecrive
ncss of Fund-supported programs. 

Technical assistance and training by the Fund in its 
areas of experrjsc began in the earlr J 960s with the 
emergence of newly independent devdoping cow,
cries. It has since spanned such areas as the design and 
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oper:ition of tJX systems, central banking and mone
ta1y policy, exchange system~, and t.:conomic stati~tics. 
There has been a particularly dramatic growth in 
demand for t11ese ~ervices. in recent ye.us, especially to 
help with institurion building and policy implemenr~,
tion in tl1t: countries in transition. 

In recent ycar5 further steps have been caken LO 

ensure that thi: framework for cooperation between 
the World Bank and the Fund encourages tl1e appro
priate collaboration and mulllal support between the 
two institution~. 

Developments in 1994/95 
The Board in October 1994 decidt:d to increase, for a 
period ()f three year~, rhe annual acces~ limit for dra\\'
ings in tl1t: credit tranches, and under stand-by and 
extended Fund fucilit-y arrangements, from 68 percent 
to 100 pert.:ent of a country's quota in t11e Fund. The 
increase in the annual :1ccess limit was intended to 
provide confidence that the Fund would be able ro 
n:spond in a timely manner and on an appropriate 
scale in support of strong tconomic programs. The 
new annual access limit will ensure that the fllnd can 
play an increased role in supporting programs and cat
alyzing other financial contributions for members' 
adju~unent and reform efforts. 

The Fund respond<:d swiftly tc> tlK crisis in ~lcxico 
that crupred toward the l'.nd of December 1994 by 
approving, on Fcbru~• l, 1995, an 18-month ~rand
by arrangement for an initial amount ofSDR 5.3 bil
lion that could later be augmented by a further 
SDR. 6.8 billion, in support of rhe Government's 
1995-96 economic and financial program. Thi~ wa~ 
the large~t financing pacbge ever approved by th<: 
Fu.nd for a member country, both in term~ of the 
amount and tht: over.ill pcrccmage of quota. The 
exceptional ,lction was taken in order to support the 
Mexi..:an authoritic~ in a strong adjustment program 
dc5igned to help dt:al \\ith a ~everc crisis in the finan
cial and foreign exchange markets. The program 
inc!Ltded prudcm focal and strong monetary .rnd credit 
policies, an income~ poli..:y, and structural reform~. At 
rht: same time the action was designed to provide an 
adequate inrernation.11 response to Mexico's financial 
crisis and co give confidence to the international finan
cial sy~tcm. The Fund credit is intended to comple
ment other external financing for Mexico. 

The Fund and its membership also faced rhc need 
to act quickly to stop the spread of contagion effects 
.uising from the crisis in Mexico. In the context of 
unsettled intt:rnational financial markets, ArgenLin:1 
experienced large capital outtlows in early 1995. The 
authorities decided in early March to take srrong 
action to reinforce tht: public finances and ro provide 
resources for n:strucruring the weakened financial srs
tem, and to seek large-sc::tle international financial sup-
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port, including an extension oftht: country's extendt:d 
Fund facility arrangement to :i fourth ~,ear, in part to 

rebuild intt:rnational reser\'eS. On April 6, 1995, the 
fund approved a request by Argentina to extend the 
extended Fund facility arrangement and to increase 
tht: amount by SDR 1,537 million, to a total of 
SDR 4,020 million. 

Mexico's difficulties also pointed to the need to 
adapt rhe Fund's surveillam:e to the globalization .md 
integration of capital markets. On a number of occa
sions during the year, Directors reviewed the Fund's 
work in sun 1eillance over members' exchange rate 
policies. They did so both in the context of the Fund's 
regular biennial review ofsurveilb.nce, and in light of 
the Interim Committee's request of October 1994 
for the Board to pursue its work on strengthening 
surveillance. 

The Fund continues to face the chalkngt: of mak
ing surveillance more effective, and it has been pursu
ing this objective persistently, through a numbt:r of 
initiatives aimed at making sun·t:illance more continu
ous and flexible. Examples arc the grt:atcr use, a~ 
needed, of communications with governments on 
important issues between regular consultations; 
strengthening the timely provision by member coun
tries of the necessary data to the Fund; more focus on 
regional surveillance; effort~ to sharpen the Fund's 
analytical work on exchange rare~ and on the ma.:ro
economic linkages between countries; and a strength
ening of the internal procedures whereby the Fund 
can focus on global issues :rnd i1>sues of potential sys
temic importance. 

Increased Openness 
In summing up the Board di~cussion of the bienni;1I 
review of surveillance, the Managing Director raisc<l 
the i~sue of openness and the need ro strike the appro
priate balance between the need to preserve the confi
dential rclation5hip between the Fund and its 
members, which i~ the foundation for effective coop· 
eration and surveillance, and the de~irability of 
encouragi.ng morc transparency to the public with 
respect co Fund policies and opcration1>, and the data 
on which they are ba~cd. 

ln reccnt years, international organizatio111,, com
macial banks, academics, nongovernmental organiza
tions (NGOs), and the general public have incre;isingly 
looked to the Fund, a~ well a1, the World Bank, as 
source~ of information not readily available ebcwhere. 
The Fund has responded through an expanded exter
nal relations and publication~ program and the devel
opment of information-sharing arnu1gcmen~ with a 
number of other international agencic~. 

The year saw a number of discussion1, by the Exec
utive Board of the desirability of greater openne1,1, 
and d1e adoption ofa decision, in July 1994, to make 

avaibbk to the public information contJined in 
Fund documents-for example, Recent Economic 
fkvelopments reports and statistical annexes and 
appendices-that ser\'e as background to Article IV 
consultation discussions, providt:d that the member 
docs not object. By April 30, 1995, 46 such docu
ments had been released (see Appendix IV). 

The Fund's Financial Base 
In March and April 1995, the Board held wide
ranging, preliminary reviews of the Fund's financial 
resources and liquidity position. These reviews of the 
Fund's financial base took place against the back
ground of the October 1994 Interim Committee dis
cussion1, and the financing needs of member countries, 
including the financial crisis in Mexico. The Mexican 
crisis had drawn attention to the vulnerability of mem
bers to sudden shifts in markt'.t sentimt'.nt wd the 
resultant large and unpredictable capital outflows; to 
the fact that p1ivate capital market~ were lcs~ accessible 
to a number of countr.ies; and to the consequent need 
to assess the adequacy of the Fund's financial 
resource!>. 

In March 1995, there was broad support in the 
Board for first examining the role of the Fund in the 
emerging environment of not only globalized o·ade 
and payment~ bur also of globalized and integrated 
financial markets. fn this context, many Directors 
agreed on the link between strengthening the Fund's 
surveillance role, both over members' economic poli
cies .111d over the international monetary system a!) a 
whole, and the need for the Fund to strengthen its 
financial base. 

All Directors were of Ll1e view that the Fund was, 
and should remain, a quota-based institution. Thcn:
fore, the issue <1f the size of the Fund, the extent of 
the need to restructure the quota shares of member~, 
and the need tC> en~un: that members' quotas were 
not exce!,sively out of line were dese1Ying of careful 
examination. Since it took time to effect an increase in 
quotas, the Board generally agreed ro move fonrnrd 
to con1,ider all aspect!, of rhe review of quotas. 

Directors also were generally in agreement that rhe 
present Mate of the Fund'~ liquidiry position was ~till 
adequate, despite the large demands for the Fund\ 
resource~. However, most Director~ noted th:lt a pro
gressive and relatively large deterioration in the Fund's 
liquidity position was likely over the coming two 
years. The unccrtaintic~ that underlay the current liq
uidiry projection~ pointed ro the need both to moni
tor developments very closely and w strengthen the 
Fund'~ re~ourcc1,, as needed, to enabk the Fund to 
fulfill it1, functions in an increasingly uncertain world 
economic emironment. 

Directors abo considered various .:u.pects of Fund 
borrowing. Many noted that borrowing was a useful 
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Box 4 

I.l\1TERi"lATTONAL MONETARY SYSTEM 

The Board discu~ed the scope for 
improvements in the current interna
tional monetary system in July 1994 on 
the occasion of the fiftieth anniversary of 
the Bretton Woods Conference. The 
Board also rook account of the Interim 
Committee's mandate to examine sys
temic issues, including the effective exer
cise of surveillance and economic policy 
coordination. 

Current System 
Directors recognized that the funda
mental purpose of the international 
monetary system was co provide a frame
work that facilitated the balanced expan
sion of international trade as well as the 
free exchange of goods, services, and 
capital, and thereby to promote high 
levels of sustainable noninflationary eco
nomic growth. Directors also agreed 
that tlexibiliry was the hallmark of the 
current system, both in terms of the 
globalization of international capital 
markets and the \vidc range of exchange 
rate arrangements that had been 
adopted to mecr members' needs. 

Exchange Rate Volatility 
There was widespread agreement that 
the degree of exchange rate volatility 
under current arrangements, especially 

among the major reserve currencies, was 
on occasion greater than desirable. In 
addition, there had been cases of market 
overshooting, leading to misalignments 
between currencies. However, Directors 
differed as to 1.he costs imposed on the 
world economy by this volatility or by 
currency misalignments, and the cost 
associated wi1.h talcing action to reduce 
them. 

Many speakers noted, however, that 
even \\ith full cooperation on policies 
and convergence in desirable economic 
performance, rJ1crc would inevitably 
remain significant fluctuations in 
exchange rates that were a manifestation 
of the operation of a fully integrated 
global capital marker. In their \1cw, the 
costs of exchange rate volatility were nor 
large enough to offset the benefits to 
policymakers of retaining the option of a 
flexible exchange rare system. Moreover, 
the costs of short-tam volatility could 
be reduced through the use of hedging 
instruments available in deep and 
broadly based financial markets. 

It was noted that the sustained pursuit 
of appropriate domestic policies
especially fiscal policy-would have 
long-term benefits in enhancing macro· 
economic stability and the uedibility of 
policymakers, d1creby fostering confi-

dcnce in a country's currency and ulti
mately promoting exchange race stabil
ity. It was generall)' recognized that, 
although exchange market intervention 
could, at times, have a role to play in 
countering sharp movements in 
exchange races, especially if accompanied 
by changes in policies supportive of 
appropriate domestic objectives, such 
intervention could not be relied on to 
deal with excessive exchange rate volatil 
icy and misalignment in a reliable and 
systematic manner. ln addition, Direc
tors noted that it could be undesirable 
to divert fiscal policy away from its 
important medium-term domestic 
objective for possible short-term benefits 
in terms of exchange market stability. 

A number of Directors !cir that 
exchange rate volatility had significant 
overall negative dtccts on international 
trade and investment. Moreover, it was 
noted that fluctuations in the: exchange 
rares of the rhrce major industrial coun· 
tries often had adverse spillover effects 
on other countries. ln addition to limit
ing those cosrs, some Directors thought 
that target zones or reference rang~ for 
the exchange rates of these countries 
would also provide usefi.il discipline on 
their economic policies, although it was 
recognized that the conditions for a 

expedienr ro meet temporary problems, alrhough ,tn 

increase in quotas was the appropriate response to 

meet the Fund's needs over the medium and long 
term. A number of Directors suggested that the possi
bility of reviewing the adequacy of the General 
Arrangements to Borrow (GAB) couJd be explored, ai, 

well as the issue of extending associated borrowing 
arrangements with other members. 

Over the past financial year, the Board continued 
to review rhe need for a new allocation ofSORs with 
respect to the long-term global need to supplement 
international reserves and the desire to deal with the 
situation of the many new members that had not par· 
ticipated in previous SDR allocations. However, the 
Board did not reach an agreemenr on these issues. 

liquidity was projected to decline ~harply over the next 
two years, requested the Board to continue to revicw 
rhe adequacy of the Fund's resources, and, in connec
tion with its review of the role of the Fund, to carry 
forward its work on the Eleventh General Rcview of 
Quotas. The Committee also saw a need to examine 
the issues related ro borrowing by the Fund fi-om 
members and, in particular, the role of the GAB. Not
ing that there was nor yet a basis for agreement on an 
SOR allocation, the Committee asked the Fund to ini
tiate a broad review of the role and functions of th<.: 

Against the background of the Board's discussions 
of the Fund's financial base, the Interim Committee in 
its April 1995 communique, noting that the Fund's 
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SOR in light of changes in the world financial system. 
The Committee also invired the Fund to embark on 
an cxamination, in close collaboration \\ith other insti
rurions, of .ill relevant issues in connection with the 
Fund's ability lO better assist members in coping with 
sudden market dismrbances, consistent wich its cat
alytic role. 
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successful ~ystem of target zones or ref~ 
crencc ranges between the main currcn· 
cies had nor bec1J met. 

Noting the advantages of a more for
mal pegged system, some Directors 
encou.mged continued work on 
pragmatic steps to achieve greater 
exchange rate stability, building on 
what was aJreadi• in place. In that con
text, the wish was expressed that the 
experience of the Group of Seven major 
industrial countries, beginning with the 
Louvre Accord, be analyzed more thor
oughly as a possible basis for further 
progress. 

It was widely agreed that monetary 
policy was the most potent instrument 
for influencing exchange rates over the 
very shorr term. However, it was 
broadly felt that the primary role of 
monetary policy should be to sustain 
noninflationary growth. Many Directors 
emphasized chat deflecting monetary 
poliq• away from those goals and target
ing it on exchange rate objectives on a 
sustained and systematic basis could 
entail costs greater than tbe benefits 
arising from reduced exchange rate 
volatility. lt was recognized, oevcrthc• 
les~, that exchange rates often sent 
important signals that needed to be 
taken into account in calibrating the 
appropriate stance of monetary policy, 
and that there were occasions when 
monetary policies should appropriately 

The ChaUenges Ahead 
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be adjusted in light of exchange rate 
developments, 

Globalizarion of Capital J\larkets 

Anothc:r important topic was rhe 
globalization of international capital 
markets and the role such markets 
played in the international monetary 
system. There was general agreement 
char deep and wide international capital 
markets provided significant benefits to 
the world, particularly through the 
efficient allocation of global saving and 
iJJvestmem, and that the Fund should 
continue to support moves toward 
greater liberalization of capital 
accounts, 

At the same time, a number of 
Directors spoke of the Fund's incom
plete undcrstandiJJg of the kt}' connec
tions between capital markets and 
exchange rates, and they encouraged 
the staff to do more work on that topic. 
Although it was agreed that intcrna• 
tional capital markets generally pro
vided a useful form of discipline on 
domestic policymakers, markets were 
not always right. There had been 
swings in sentiment about currcJJcics 
that had not been based on economic 
fundamentals, and abrupt changes in 
access to internacional capital markets 
in consequence. In this regard, sev-
eral Directors saw a role for a new 
short-term Fund facility ( sec section 

on Fund Support for Member 
Countries). 

Implications for fund Surveillance 

These and other aspects of the imerna
tional monetary system were obviously 
relevant for the surveillance role of the 
Fund in the system, in the Board's ,·iew. 
I ndecd, the current system, with its 
diverse exchange rare arrangements and 
immense stocks of mobile capital. made 
Fund surveillance even more challenging 
and needed than under the Brctton 
Woods system. There was general agree• 
ment in the Board that the intcrcon· 
nected nature of modern economics 
meant that effective surveillance of 
exchange rates necessarily required an 
appraisal of domestic monetary, fiscal, 
and structural policies. The Fund played 
a key role in promoting stability in the 
international monetary system by 
encouraging sound domestic policies, 
and ir was important that needed adjust
ment in these policies be made before 
private market participants forced that 
adjustment on a more costly basis. 

Directors also generally agreed that 
c.bangcs to the international monetary 
system were likely co be evolutionary 
rather t11an revolutionary, and that such 
evolution should entail close coopera
tion between the countries involved and 
the Fund, including in the context of 
the Group of Seven. 

On a number of occasions during the fiftieth anniver
sary year, the Board considered the challenges that lay 
ahead for the Fund. T n its July 1994 discussion on the 

evolving role of the Fund, most Directors stressed the 
importance of the globalization of markets, as wdl as 
the need for the Fund to reflect on the appropriate 
design of instruments and poljcies that would take 

In discussing exchange market stability in the con
text of this increased globalization of markets, Direc
tors recogmzed that the essential clements of this 
strategy were surveillance, the convergence of eco
nomic policies, and renewed efforts to implement 
sound domestic policies and encourage cooperation. 
Views differed on whether collective exchange rate 
discipline through anchoring or pegging mechanisms, 
or the use of reference ranges for exchange rates, 
could help to promote greater stability in the system. 
lt was recognized, however, that successful policy 
cooperation and convergence would reduce the need 
for additional mechanisms to enforce discipline. 

into account such globalization, notwithstanding the 
difficulties inherent in doing so. (Box 4 describes the 
Board's discussion of ways to enhance the working of 
rhe current international monetary system.) 
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STRENGTHENING FUND SURVEILLANCE 

Among rho F,nd's most ;mp<>mnr cc,pon,;

bilities is its mandate under the Articles of Agree
ment to oversee the effective functioning of the 
international monetary system and to exercise firm 
surveilJance over members' exchange rate policies. 
The Fund fulfills these oversight and surveillance 
roles in a variety of ways. Of thesc, the two principal 
means are the regular annual consultations with 
member countries, which are known ru, Article JV 

consultations, and, in a global context, the discus
sions held on the World Economic Outlook. 
Through the Article IV consultations, the Fund 

assesses the appropriateness of a member's macro
economic and strucrural policies-since thcsc under
pin its exchange rate policies-and encourages all 
members to adopt policies that arc in their long
term interests a11d also are conduci\'e to the expan
sion and balanced growth ofthc world cconomy. 

This section highlights the thenu:s that emcrgcd 
from the FUJ1d's biennial review ofsurveiJlance, 
which examined both the analytical contents of sur
veillance and the operational guidelines. In the afi:cr
math of the financial crisis in Mexico, rhc Boa.rd also 
explored ways of enhancing the cfkcti\'encss of sur
veiUance. In this context, a related discussion 
stressed the importance of timely provision by mem
bers of key data to the Fw1d. Other issues consid
ered by the Boa.rd included international policy 
coordination; precautionary arrangements, enhanced 

surveillance, and program 111onito1ing; and develop
ments in the international exchange and payments 

system, tncluding progress by members coward cur
rent account and capital account convertibility. 
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In its con<lw.:t of sun·cillance, the Board supplc
mcnr~ it:. rcgular and systematic monitoring of develop
ment~ through the Article IV and World Economic 
Outlook discussions with informal Board sessions on 
ll'Orld economic an<l market development~, l\'hich are 
held about every six week..~. The Board's review of inter
national capital market developments also contributes 
to multil::ncr.,J l>Urveill.lncc. A5 part of the strengthening 
ofsurveill.rnn:, the rrequency of informal meetings on 
coumry matters has been increased; these now generally 
take pl.1ec each ml)nci1 (sec below). In addition, the 
Fund's Managing Director takes pan in the policy dis
cussions of the Group of Se\'en major industrial couJ1-
trics, where he provides a global perspective by focusing 
on the imernational n:percussions of their policies. 

The principks and procedure~ that guide Fund sur
veillance arc set out in a 1977 document, "Sunrcil
lance ovcr Exchange Rate Policies." At least every rwo 
year~, the Board revicws this document, as well as the 
implemcnration of surveillance, co sec whar changes
if any-arc needed LO enhance the effectiveness of sur
veillance. At it~ most rccem rc,·icw, the Board carried 
out a thorough and candid examination of both tJ1e 
an:1ly1.ieal and the operational aspects of surveillance 
and ,tdoptcd a decision to amend the 1977 document 
to rake explici1 account of the role of capital flows (sec 
Appendix V). It decided that the next review of sur
veillance would take place no later than September 15, 
1996. The interim Committee, in its October 1994 
communique, requested char the Board "pursue its 
work on strengthening IMF sun·eillance, as the central 
clement of the TMF's contribution to better economic 
policie5 and more ettcctive cooperation." In :1ddition, 
rhc Committee requested a report on the method
ological ,tspccrs of multilateral surveillance. 

Key Issues in Surveillance 
The latest bicnnial re\'iew of surveillance in February 
and April l 995 rook place against the background of 
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Box 5 
CO~tJ\10N POUCTES Ai'\JD lNSTITUTTONAL DEVELOPMENTS LN THE EUROPEAN UN CON 

r n it~ April 1993 Declaration on 
Cooperar:to1i for S1Jstained Global .Ex
pansion. the Interim Committee voiced 
its support for "the ~tcps agreed by the 
Executive Board to srrcngthen ... sur
veillance, including regional develop
ments." A:; part of the Fund's efforts in 
this regard, the Board mer in informal 
session in June 1994 to discuss a broad 
range ofissues related to policy and 
institutional developments in tht: Euro
pean Union, against the background of 
the ratification of rhe Treaty on Euro
pean Union {the Maastricht Treaty), 
progre~~ toward completion ofth.: ~in
gle market program and toward Eco
nomic and Monetary Union (EMU), 
closer ties between the European Union 
and neighboring counrrics, and estab
lishment of the European Monetary 
lnsticure (EMI). 

Comans Between rhe Fund 
and the European Union 
Directors emphasized that regular con
tacrs and discussions between the Fund 
and European Union institutions and 
member counrrics lorm a vital link for 
enhancing the regional focus of Fttnd 
surveillance. In this context, the)' 
remarked on the important strides that 
the European Union had made in 
strengthening the institutional frame· 
work for its own surveillance and coor
dination of macroeconomic policies. 
Directors observed tbat this develop
ment wa~ important not just from the 
perspective of the European Union's 
own goals of further economic and 
monetary integration, but also in the 
context of the Fw1d's broader interests 
in fostering conditions that promote a 
prosperous and stable global economy, 
its surveillance over the policies ofindi-

vidual European Union member coun
tries, and its interest in contributing a 
global perspective to policy coordina
tion withi.n the Europeai1 Union. 

Directors particularly welcomed the 
establishmem of the EMl, wh.ich would 
have a crucial role to play in laying the 
foundation~ of EMU. They recognized 
the work carried out at the national 
level in order to fi.ufill the obligations 
deriving from the Maastrichr Treacy
especially, the importam reforms aimed 
at establishing the independence of 
central banks, and the work of the 
Committee of Governors to ensure the 
EMJ's strong fotmdation. Because 
assessing, on a continuous basis, devcl
opmenrs in Europe and their implica
tions for the global economy had 
become increasing!)' important, Din:c
tors noted the importance of contact 
between the Fund and European 
Union institutions, particularly the 
EJ\IU. 

Policy Issues 
Certain areas where the Fund might 
anticipate events in its rclarions wirh rhe 
European Union were identified; 
( l) ensuring that surveillance by the 
European Union and Fund surveillance 
are well coordinated; (2) advising on 
the credibility of the programs for mov
ing to EMU; (3) assessing the impact 
of an cnfa.rged European market on 
ocher countries; and ( 4) reviewing lhc 
lessons rhat European Union experi
ence can provide for other countries
for instance, the inregration of banking 
regulations. With respect to specific 
issues, Directors observed that Euro
pean Union objectives were such that 
more ambitious policies would be 
needed if the objectives were to be 

achieved in accordance with the ,1greed 
timetable. Directors also considered 
that fiscal and budgetary consolidation 
still had a long way to go, and that the 
strategy to reduce unemployment 
would need to give gre:lter emphasis ro 
labor marker deregulation, removal of 
distortions, and welfare reform. 

As regards the European Union's 
common policies, Directors were in 
broad consensus that the step~ taken to 

promote further integration of internal 
markets had represented a notable 
achievement. Such policies had been 
complemented, they observed, by 
reforms of the Common Agricultural 
Policy and by trade liberalization with 
countries in transition in central and 
eastern Europe. In the ,;onrcxt of the 
association agreements with these 
countries, Directors noted the speed 
with which liberalization for industrial 
products had taken place, although 
some concerns remained over the 
use of safeguard and antidumping 
clauses. 

In recognizing the in1portant strides 
in building up the European Union's 
institutional framework for the surveil • 
lance and coordination of macro
economic policies, Directors noted the 
extent to which the strengthened sur
veillance process had emailed formula
tion of broad economic strategics .,r the 
Union level, with quite specific goals 
ser in some areas of policy. In this 
regard, Directors expressed broad 
agreement \\~th the general aims of the 
European Union's macroeconomic 
strategy, as outlined at the December 
1993 meeting of tl1e European Coun
cil, as well as with rhe need to focus on 
imbalances in public finance and on 
unemployment. 

ongoing systemic changes, in particular the increased 
globalization of capital markets and the greater mobil
iry of cross-border capital flows, which had presented 
new challenges for surveiUance. The Board noted that 
the December 1994 financial crisis in Mexico had 
demonstrated the swiftness and intensity with which 
international capital market.~ could react to adverse 
developments in a country, and it emphasized the 
importance of preventing such crises from recurring. 

Directors observed that the review afforded the 
opportunity to focus on the methodological aspects or 
surveillance, especia.Ily with regard to the spillover 
clli:cts of economic developments in the largest indus
tri.11 coumrics and the complex imeractions that occur 
among coumrics in a global environment of increasing 
economic and financial integration. 

Directors welcomed the progress in improving the 
flexibility, timeliness, and continuity or surveillance. As 
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Box6 
PROVISION OF STATISTICAL DATA 

In April 1995 the Board examined a 
range ofissucs related to the pro,1sio11 
of statistical data ro the Fund by mem· 

continuous, and timely, the regular flow 
of information between Article IV con
suJtarions was vital. 

reporr to the Fund, in a timely fushion 
and with link: delay, ten ke)' indicators 
together with the balance sheers of the 
central bank. Those related tO cxcbange 
rares, international reserves, reserve or 
base money, broad money, interest rares, 
the consumer price index, exporrs and 
imports, the external current account 
balance, Ll1e overall fiscal balance, and 
GDP or GNP. Directors agreed tl1at as 
many of these data as possible, 1:Specially 
those relevant for monetary policy, 
should be reported monthly. At times of 
exchange market tension, however, cer
t.iin types of data, such as those on for
eign reserves and domestic and foreign 
dlebt, might have to be reponed more 
frequently. 

bers. Deliberations on the financial crisis 
in Mexico bad highlighted some short
comings in surveillance, resuJci.ng from 
deficiencies in tl1e data reported to the 
Fund by a number of member countries. 

Quality and Coverage 
Direcrors also stressed that members 
needed co pro,1de complete and consis
tent data in tl1e context of Article IV 
consultations. In this regard, they 
cmpha~ized the importance of Board 
scrutiny of data quality, coverage, and 
rimelincss in Article IV consultations 

Directors recognized that the data 
requirements for surveillance changed 
over time and varied from country to 
counLry. Several Directors observed that 
d1e authorities in some de,eloping 
countries were hampered by limitations 
in the availability and quality of their sta· 
tistics. Furthermore, the needs and 
scope of members for producing data 
and for their reporting to the Fund also 
differed from country to country. The 
~elective .ipproach in gathering data 
practiced by Lhc Fund in ensuring even
handed surveillance was wdcomed by 

and asked the staff for a specific assess
ment of the ~ituation regarding these 
issues in each Article IV report to be 
submined to the Board over the coming 
year. For surveillance to be cflective, 

the Board, since a single standard for all 
Fund members would not be desirable 
or realistic. Nevertheless, there was 
agreement in rhe Board that, as an 
absolute minimum, members should 

Timeliness 
The need for increased elforts to provide 
information on capital flows and the 

a mark of strengthem:d bilateral surveillance, they 
noted char consultations with most countries were on 
the standard 12-month cycle. At the same time, Direc
tors expressed concern about the greater number of 
delays in concluding the Article IV consultations. 
They welcomed the intensified contacts between 
members and the Fund in the period between consul
tations, when necessary, including informal st,1ff moni
coring arrangements. 

Although most Board members endorsed the cov
erage of issues in Arrick IV consultation reports, a 
number of Directors advocated stronger emphasis on 
the core clements of surveillann:, includjng moneta11• 
and exchange rate policy. Others, however, supported 
the increased emphasis given in recent years ro struc
tural issues. The Board agreed that care would be 
needed ro maintain a balance among priorities in pro
viding full and effective coverage of the Fund's core 
responsibiliries while also examining other problem 
policy areas. 

The Board agreed on the need for greater trans
parency in key areas of surveillance, as well as more 
pointed appraisals in staff reports. Direccors also sup
ported increased focus on possible misalignments in 
exchange rates, includjng the use of alternative scenar
ios in cases in which the rate is used as an anchor. 

Efforts to better identif) 1 emerging difficulties at 
an early stage were encouraged, and in that context 
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Directors agreed that there should be more empha-
sis in surveillance on financial market issues for 
members for which such issues were particularly 
relevant. Many supported greater selectivity in surveil
lance, particularly in connection with intensified 
monitoring of memb..:rs' economic and financial per
formance. Directors endorsed the use of follow-up 
procedures, such as six-monthly staff discussions with 
the authorities, together with pointed staff appraisals 
of particular situations, when nccessa1y. There was 
agreement that effort:, to stn:ngthcn surYcillance 
would depend both on countries' willingness to 
cooperate with the Fund and on the quality and 
relevance of staff economic analysis and policy 
advice. 

Directors endorsed staff suggestions for improving 
regional surveillance. In this context, they agreed to 
institute annual discussions of reports on economic 
and currency unions and to continue the annual djs
cussion of European Union policies in its present 
form, but emphasized that Article IV consultations 
should remain the basic channel for surveillance (see 
Box 5 on common policies in the European Union). 
Further, subject co staffing constraints and without 
giving rise to delays in concluding consultations, they 
supported the increased clustering of Article IV con
sultations if countriies shared common characteristics 
or common issues. 
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variables that influence them in a more 
timely manner was stressed. The require
ments for reporting data should apply to 
all countries, whether or not the mem· 
bcr had a program with the Fund. 1n 

tain the quality and rirndiness of data 
after the conclusion of a Fund 
arrangement. 

tO overcome the deficiency. If the latter, 
a graduated approach was favored that 
would consist first of direct staff and 
management contacts with the authori
ties, Lhen prompting by the Director for 
tile country concerned, and finall)' con
sideratio11 of the matter by the Board_ 
For such an approach to succeed, the 
involvement of the Director representing 
the particular country would be 

this context, it was recognized that the 
scalf and the Board should continue co 
respect the wishes of the country author
ities with regard to data pro,·ided on a 
confidential basis. 

Many Board members also encour
aged country authorities to publish com
prehensive data promptly. The practices 
of the major industrial countries as 
regards the scope, timeliness, and fre
quency of the release of data were 

Data submitted by most Fund mem
bers were satisfuctory; bur there were 
significam shortcomings in a number of 
cases. For this reason, several Directors 
asked for more explicit standards for 
data reporting or data publication, par
ticularly in connection with Fund 
financing. It was felt that data inadequa
cies i.t1 a single member could affect the 
Fund's ability to detect emerging crises, 
which could in rum have adverse reper
cussions on the quality of the Fund's 
advice, both for the member concerned 
and for the international monetary sys· 
tem. It was especially important to main-

viewed as a desirable standard. Other 
Directors, while recognizing the grow
ing importance of transparcnC)' in the 
global economy and the related need to 
change the attitudes prevailing in many 
members cautioned against prematurely 
ad\'ocating the standards of the major 
industrial countries for the rest of d1c 
Fund membership. 

essential. 
The lmcrim Committee, in its April 

J 995 communique, stressed the impor
tance of regular and rimclr provision by 
all members of economic data to the 
Fund. It also emphasized that timely 
publication by members of comprehen
sive data would give greater Lransparency 
to their economic policies. The Com
mittee rcq ucsted Dircctor5 to work 
toward tl1c establishment of standards to 
guide members in the provision of data 
to the public and to submit proposals for 
consideration by the Committee at irs 
next meeting. 

Directors asked the staff to ascertain 
in particular cases whether lack of data 
stemmed from inadequacies in rhe 
capacity ro generate data, or rclucraoce 
on the part of the member to provide 
the data. If the former, technical assis
tance and training could be considered 

Enhancing the Effectiveness of Surveillance 
In April 1995 the Board examined ways of enhancing 
the effectiveness of surveillance, using the Fund's sur
veillance experience with Mexirn as an illusrrativl'. 
example. lt also reviewed a report prepared by an our
side expert on the background to the financial crisis in 
Mexico. The Board agreed rhat rhe Fund's relations 
with Mexico in 1994 before the financial crisis in tl1at 
year had revealed certain Wl'.ak.i1essc.:s. Important fac
tors were delays on the part of the member in report
ing key data to the Fund on a timely basis, including 
in the period between the pn:sidcntial election and the 
inauguration. Furthermore, Fund surveillance had not 
functioned as a clear early warning signal to Mexico, 
particularly as far as the working of tht: pegged 
t:xchange rate system wa!> l'.Oncernl'.d. Thl: Board 
agreed that the responsibility wa!> 1-hared by tht: mem
ber and the Fund. 

The object of the Board review of the Mexican case 
was to examine certain aspects of the "culture" of the 
institution and the relationship berween the Fund and 
members that, while making that rdationship more.: 
harmonious, had on occasion led to less dlective sur
veillance. The Fund's practice had been to rely almost 
exclusively on members to provide data and informa
tion on policy matters, and heavy weight had bl'.en 
given co the views of the country authorities in their 
dialogue with the Fund. (Set: Bo.x 6 for a discussion of 

data issues in the contc.:xt ofsurvcillanec.) Although 
many member councrie5 welcomed policy discussions 
in the context of surveillance, ochers viewed such di1.
cussions only as necessary obligations of Fw1d mem
bership. An important task for the future would be to 

improve the policy dialogue between tht: Fund and its 
members, and also to make the dialogue more candid. 
Delays in the publication of key data could prove 
counterproductive. 

Several suggestions emt:rged from the discussions 
on improving the Fund's survt:illance fi.mction and for 
the effective working of the Fund as an institution: 

• Management 1-hould ensure that the stalf analysis 
was suitably pointed. However, it was recognited thaL 
the ability of staff and managt:ment to present views 
on 1-ensitive issues such .is the misalignment of 
exchange rates would depend on the willingness of 
members and of the Board to debate potentially con
troversial issues and tC> honor the confidentiality of 
Board deliberations. 

• Although Directors gcnera.lly agreed that staff 
work should be more selective and should concentrate 
on priorities such as surveillance, views diflcred on the 
issue of intensified surveillance. Some Direcwrs ad\'o
cated that sur.·eillancc should be concenrrated on 
countries facing difficulties and on identifying emerg· 
ing problems .u an early stage, especially in coumrics 
of regional or systemic importance. Others stressed 
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the importance of adhering to the principle of even
handedness in the treatment of members, inclLJding 
:innu:il consult:itions with all members. 

• M:inagement would report to the Board, twice a 
year before the Interim Committee meetings, on the 
follow-up procedun:s it had undertaken. Sud, n:\'icws 
\\'ould focus on the measures adopted by a country 
after receiving the summing up of the con~ultation 
discussion. As appropriate, strict rnnfidentialiry would 
be maintained. 

• Many Directors emphasited the need for close 
cooperation between Fund staff and country authori
ties. For successful smveillance, staff should not be 
viewed as an adversary. It was :ilso stressed that coll:ib
oration between a country and staff should not 
weaken following completion of a Fund-supported 
program. 

• AJthough most Board members agreed that staff 
shouJd consuJt difforent sources or information as a 
check against officiaJ data, others stressed tlrnt the 
main source should remain the latter. Many Directors 
suggested that Fund staff should develop contacts 
with research institutions and private sector organiza
rions in member countries; bur ochers noted rhac rhc 
,,~shes of tJ1e country authori rics should be respected 
and thar staff should handle such ourside conracrs 
with circumspection. Manr Direcrors advocated 
reliance on published market information and more 
dfoetive dialogue among Fund staff and with tl1e 
World Bank and the International Finance Corpora
tion (IFC). 

• Direct<>rs agreed that staff should incre.isc their 
contacts with officials in member countries, apart 
from the vi~its in connection with consultarion~ and 
programs. 

Issues in International Policy Coordination 
ln the context of enhancing the e!lectivencss of multi
lateraJ surveillance, Directors examined in September 
1994 a number of systemic issues concerning interna
tional policy coordination. This Board scssion comple
mented earlier discussions on the evolving role of the 
Fund and prospects for improv111g the international 
monetary system (see abo\'e). 

Most Directors viewed policy cooperation ( that is, 
information exchange, discussion, and persu.ision), 
rather than an explicit commitmenr ro a formal sysrcm 
of policy coordination, a~ the main avenue for improv
ing economic policies. Most also .,greed that effom 
toward better policy coopcration among d,e major 
industrial counrrie~ had generally led to improv<:d 
maaocconomic and structural policies. Howewr, 
some speakers observed that, although these efforts 
had reduced the number and extent of misalignments 
of tl1e major currencies, they had not contributed co 
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resolving short-run exchange rate volatility. !Ylany 
Directors commended the shift away from the benign 
neglect of exchange rares and supported intervention 
in the exchange marker when exchange rates clearly 
varied from economic fundamentals. There was gen
eral agrcl'.mcnr, howt:ver, rh:it the.: COITt:Ction of polic~, 
fund::tml'.ntals \\':lS the primary focus of economic 
cooperation and that only tlu·ough stable domestic 
prices and fiscal consolidation could tl1e major indus
trial counu·ies enhance, on a durable basis, tl1e future 
srabiliry of the key currencies. 

As regards fund survciJl.lncc over exchange rJtc 
policies, Directors Wt\rncd against wo narrow a focus 
on exchange rares, since inappropriate domcsric poli
cies were .1c the root of many exchange rare problems. 
There w.1s, however, general support for the view that 
the Fund in its surveillance role ncedl'.d to monitor 
closdy and assess carcfullr actual or emerging 
exchange rate misalignments. In this context, several 
Dirl'.ctor~ suggested that the rclcasl'. of Article IV staff 
reports and the Chairman's summings up of the 
Board\ Article rv discussions could help market par
rieipJntS in gauging fundamentals. Other Directors 
opposed such release on grounds of confidentiality, in 
particular possible negati\'c influences on the mem
bers' willingnc~s ro enter into frank discussions with 
the staff of their economic policies and problems. 

AJthough Directors were not in favor of public air
ing of the Fund's \'iews on exchange rate misalign
ments, they agreed that these \'icws should be heard in 
forums where such decisions were taken and aJso that 
the fund should identif)' possible cases of serious 
l'.Xchange rate mis.,lignrnents and comey this informa
tion to the country Juthorities concerned in a timely 
and confidential manner. In casei. of exchange rate 
misalignments that might pose an important systemic 
risk, the Boa.rd should also be informed expeditiously. 

Precautionary Arrangements, Enhanced 
Surveillance, and Program Monitoring 
Article LV consulrariom arc the centraJ form of collab
oration between the Fund and a member country. For 
members facing balance:: or payment!> difficulties, 
arrangcmems in connection wid1 Lhe use of Fund 
re!>ourcc.<. prm;de ,mother avenue tor the exchange of 
views. Rut for varioul, reasons, member!> have Jlso 
~ouglu closer Fund collaboration in several other 
way,. Some have sought ro catalyze financial flow:,, 
with Fund endorsement :,cen as a way of unlocking 
external financing, including through debt reschedul
ing; others have sought collaboration as a !>ignal of 
rund ;tpproval or their policie~ or have found it useful 
to maintain contact with fund staff at rimes of diffi
cult policr decisions. These other types of Fund col
laboration have taken place under precautionary 
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arrangements, enhanced surveillance, "~hadow" pro
grams, and other forms of monitoring by Lhe Slaff and 
the Board. 

Directors observed that precautionary arrange
ments-that is, conventional stand-by or extended 
arrangements under which a member reaches under
standings with the Fund on policy adjustment yet 
intends not to make use of fund resources during the 
period ofrhe arrangement-had been useful in indi
cating fund endorsement of a member\ policy. Such 
arrangements had served to boost confidence in the 
member's policies, then:by helping to ensure th,n a 
balance of payments need would not arise. Pn:caution
ary arrangements had provided members with a sup· 
plement to their reserves should such a need arise 
during the period of the arrangement. 

The Board agreed that informal monitoring by 
Fund staff had been successful in meeting members' 
requests for a more imensh-c dialogue with the Fund 
in a flexible manner. Such monitoring could range 
from quantitative benchmarks under a shadow pro· 
gram to closer collaboration in formulating policies. It 
was pointed our, however, thal it ,,·as important to 

ensure thal the Board had an adequate opportunity to 
provide the necessary guidance. Several Directors cau
tiorn:d that informal arrangements could be miscon
strued as formal Fund endorsement. They emphasized 
thar such endorsement could only be provided by the 
Board and normally only as pan of a Fund financial 
arrangemenr. 

Enhanced su,veillance policici. and procedures, 
initially esrablished in 1985 to facilitate multiyear debt
rescheduling agreements with commercial banks, had 
been used sparingly over the years. Enhanced surveil
lance clid not imply Fund endorsement of policies, 
and the standards for meeting its .:riteria lacked clarity. 
In consequence, enhanced swveillance might equally 
ha\'e been interpreted as meeting the standards of 
Fund arrangements in the upper credit tranches, or 
as indicating that the policies had fallen short of 
such standards. Although a fe" Directors suggc~ted 
strengthening enhanced surveillance, and ,l few others 
recommended abolishing it, most Directors supporred 
its retention on the ground chat there were likely co be 
cases where enhanced surveillance could be useful, such 
as those in which the Board would lx 3Sked ro plar a 
more active role-either by monitoring developments 
mon: closely or by endorsing a member\ policies. 

Issues and Developments 
in the International Exchange 
and Payments System 
Issues and developments in the intcrnation,11 exchange 
and payments system, many of which constitute the 
core of the Fund's traditional survcillanct: re.<,ponsibili-

tics under its Articlc::s, were discussed by the Board at a 
November 1994 seminar.5 In general, Directors wel
comed the a.:cekrated progress in liberalizing mem
bers' exchange systems, which was seen as a signal of 
members' commitment roan open policy stance, 
although il was also nmed that nearly 80 members 
had still to accept the obligations of Article VJ I J. ( As 
of April 30, 1995, 101 coUJmies had accepted the 
obligations of Article VIII.) 

Directors also agreed rhat the. procedmes adopted 
in 1993 to speed the movement toward current 
account convertibility under Article VIIl l1.1d been 
successful (sec Box 7). They endorsed the policy that 
members should eliminate, as far :is possible, measures 
that required Fund apprm·al before they accepted the 
obligations of Article VIIJ and should satisf)· them
selves that tbt:y would be unlikely to resort to such 
me,1sures in the future. 

The Board noted that several membcrs continued 
to maintain exchange resu·ictions subject to Fund 
jurisdiction. Directors expressed particular concern 
regarding the ad hoc restrictions on intern:1tional pay
ments and u·a.nsfcrs t:\'idenced by the increase in extcr· 
nal payments arrears and emphasized that efforts to 
reduce tht:se arrears, which seriously compromise the 
system of international payments, should continue. 
Payments arrears arc considered evidence of exchange 
restriction subject to the Fund's jurisdiction when 
they result from limits imposed by the go\'crnment, or 
when they interfere with the a\'ailability of fort:ign 
exchange to make payments for cmrent international 
transactions or with the timely u-ansfer of the proceed 
of such transactions. That one sixth of the members 
that had accepted Article VlIJ had later reimposed 
controb caused concern for several Director~. 

In the discussion on capital account convertibility, 
a number of Directors noted the continued increase in 
the relati,·c importance of c::i.pital account transactions 
in foreign exchange markets, the benefirs that arise 
from the free movement of international capital, and 
the general ineffecti,•cness of controls limiting capital 
flows. By the end of 1994, all industrial country cur
rencies were convertible for capital Lransfcrs, whereas 
developing counrry currencies remained tightly con
trolkd (sec Bm. 8). 

Some Director5, noting that we live in a world very 
different from that faced by the founders of the hind, 
expressed support for an extension of the Fund's juris
dictional rcsponsibilit\' in the area of capital account 
trnnsaction~. Although the Fund docs not ha\'e formal 

\Sec lsmt's n11d Dc1•clopmt:11rs i11 tbc /111i-i·11nrio11nl E\'Cbn11l/f 

n,,,( f'n.v111mts .\v.rto11 (April 199S ), World Economic .ind Fin.111-
ci,1I Sur,cy,; and thc An1111nl Rcp11rt 1111 £\'Chm,gc Anm,_qmu11ts 

n11d facbn1i..{Jc Rcsti-irr11ms ( 1995 ). 

A :--1 N L' A L R E I' 0 R T I 9 9 5 47 



©International Monetary Fund. Not for Redistribution

TH I:. 1:-U :-.JD I~ I 9 9 4/9 5 

Box7 

CURRENT ACCOUNT CONVERTIBILITY 
Policies to ensure current account con
vertibility lie at the heart of the Fund's 
purposes, as provided in Aniclc I(iv) of 
the Article~ of Agreement. To that end, 
Aniclc VUI enjoins members from 
imposing restrictions on tbe making of 
payments and transfers for current 
inccrnational transactions or engaging 
in discriminatory currency arrange
ments or multiple currency practices 
unless authorized by the Article~ or the 
Fund. Under Article XlV, members arc 
permitted, as a transitional measure, to 
maintain and adapt co changing cir
cumstances exchange restrictions thar 
were in effect on the date the member 
joined the Flllld; Article XIV does not 
permit reimposition of pre-existing 
restrictive exchange practices or intro
duction of new ones. Current account 
convertibility was one of the issues dis
cussed at the Board's seminar on issues 
and developments in the international 
exchange and paymcncs S}'Stem held in 
November 1994. 

ln Lhc: past, many members have 
been reluctant to abandon transitional 
status under Article XJV and accept the 
obligations of Article VITI. Since early 
1993, however, a funher 19 members 
have accepted Article VTI I obligations, 
bringing the total co more than one 
hundred b}' the end of April 1995. 

ln dealing with those measures 
deemed to give rise to an exchange 
resoiction under Article VIII, the 
Fund's policies arc guided by the prin• 
ciple that a direct govern01ental limita
tion on the availabiliry or use of foreign 
exchange for current international 
transactions constitutes a restrictive 
measure. In considering temporary 
approval of a restrictive exchange mea
sure, the Fund considers the seriousness 
of a member's balance of payments 
position and its prospect for improve
ment, the discriminatory narure of the 
measure, and rhe length of time the 
measure has been in effect and the 
member's intentions regarding its 
elimination. 

Despite the progress made toward 
the goal of current account convcnibil
ity, relative)}' few developing countries 
have eliminated all exchange restric
tions subject to approval under Arti-
cle VITI. This is in part a direct result of 
the continued widespread use of capital 
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controls by developing countries, 
owing to d1e difficulty some members 
have found in separating nontradc cur
rent account transactions from capital 
transactions in administering controls. 

Developments in Controls on Import 
Payments 
Comprehensive foreign exchange 
budgets, i11cluding budgets for imports, 
have traditionally represented the 
strictest form of exchange restriction. 
At the end of 1992, such budgets were 
operating in only l 4 developing 
countries. In contrast, nearly all Fund 
members maintained some form of 
import-licensing requirement other 
d1an exchange controls. This indi-
cated that virtually all quantitative 
restrictions now fall under the head-
ing of trade rather than exchange 
policy. 

Ar the end of 1992, 40 countries, 
our of 61 developing and industrial 
countries, had liberalized or eliminated 
specific quantitative controls on 
imports; only 6 bad tightened them. 
Some developing COlllltrics supple• 
mented their quantitative import con
trols administered through the foreign 
exchange syst..:m ,vith other ..:xchange
based measures, such as multiple 
exchange rates, advance impon dcpo~it 
requirements, and various administra
tive measures and ad hoc restrictions. 

Of the 44 countries maintaining 
multiple exchange rares at the end of 
1993, abour one third used them to tax 
or subsidize imports. The multiple 
exchange rares were used to subsidize 
essential or priority imports and, there
fore, were not being used for quantita
tive import controls. For most of the 
coun rrics, these systems were used as a 
transitional stage in exchange rate 
adjustment. 

At d1e end of 1992, the use of 
adva.nce import deposit requiremencs 
bad declined, \\~th the industrial 
countries requiring no such deposits. 
The number of developing countries 
that still required such deposits 
dropped to 16, from 2 I at the end 
of 1990. 

External Payments Arrears 
Payments arrears could involve a partic
ularly severe form of exchange resrric-

tion. Their disorderly and often dis
criminatory nature strikes at the effec
tiveness of the i nremational sys rem of 
contracts and payments. During 
1990-92, the overall external payments 
arrears ofFund members increased sub
stantially, totaling an estimated SDR 82 
billion at the end of 1992. During the 
same period, the number of Fund 
members ,vith external payments arrears 
also increased, toraling 66 in 1992. 
That the composition of the group of 
countries with external payments 
arrears had changed little since 1986 
underlined the extreme difficulty of 
restoring a country's international 
financial relations once arrears had been 
incurred. 

Accelerating Current Account 
Convertibility 
Developments in the international pay
ments mechanism over the past decade 
allowed for more rapid elimination of 
exchange restrictions and a shorter Arti
cle XIV transition. For members that 
no longer maintain exchange restric
tions under the transitional arrange
mencs of Article XlV, virtually uo 
benefit is gained from continuing to 
avail themselves of such transitional 
arrangements. These cow1tries are 
encouraged by tbc Fund 
to accept the obligations of Article vm 
following an in-depth review br the 
staff of their exchange systems. To this 
end, sharpening the focus of Anick IV 
consultations has been a key aspect of 
the Fund's Strategy to accelerate 
Article VIII acceptances. Consequently, 
a growing number of nonindustrial 
countries climinarcd all exchange re
strictions as part of a comprehensive 
package of macroeconomic adjuscmcnc 
and experienced a rapid turnaround in 
capital flows generated by greater confi
dence and by the liberalization itself. 

Because restrictions on trade are now 
eflected mainly by customs rather than 
exchange mechanisms, members are 
normally able to settle their balance of 
payments without recourse to exchange 
restrictions. Maintaining resuictions 
d1rough both Lhe customs and 
exchange system can represent forms of 
protectionism that can adversely affect 
global output growth and the develop
ment of trade relations. 
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Box 8 
CAl'ITALACCOUNT CONVERTlBILITY 
Although the importance of interna
tional capital movements has long been 
recognized for pro,•iding vital support 
to the multilateral trading system and 
playing a critical role in economic dcvcl
opmem, the Fund's Articles of Agree
ment do not extend its jurisdiction to 
exchange transactions and trnnsters 
related to international capital move
menrs. As a result, under the Articles 
members have been free to restrict capi
tal transfers. The Fund's mandate docs, 
however, include the principle of look
ing into capiraJ movements as part of irs 
exercL~c of surveiUancc over exchange 
rates. 

lndusrrial Countries 

Nearly all industrial countries have now 
moved roward full capital account con
vertibility. Duling 1991-94, those 
industrial countries that had main
tained exchange controls on capital 
movements mo,,ed to eliminate them. 
Extensive liberalizations took place in 
Austria, Finland, Greece, Iceland, Ire
land, Norway, Pom,gal, Spain, and 
Sweden. 

Apart from exchange controls, indus
trial countries had also applied extensive 
controls on underlying capiral trans
actions, with the mosr restrictive being 
on the admission of foreign securities 
to rhe domestic capital market. Foreign 
bank credits and loans unrelated to 
trade were also more he.ivily restricted 
than other types of capital movements. 
Commercial credits related to interna
tional trade, on che ocher hand, en
joyed a high degree of freedom. 

A staff review of sdectcd industrial 
countries studied the impact of capital 

account liberalization on the capital 
accounts of nine industrial countries 
(Australia, Denmark, France, Italy, rhe 
Netherlands, New Zealand, Norway, 
Sweden, and the United Kingdom) and 
found that, as mighr be expected, these 
countries recorded larger net foreign 
direct investment outflows in the year 
oflibcralizarion or in subsequent years. 
However, in three countries---France, 
Italy, and rhe Netherlands- the larger 
foreign direct investment outflows were 
more than otlsc1 by larger portfolio and 
other capital inflows. 

Developing Countries 
The issue of capital account convertibil
ity now affects almost exclusively devel
oping countries. Although the Middle 
East oil exporting countries, Indonesia, 
a number of small island economics, 
and the offshore centers of Singapore 
and Hong Kong have maintained lib
eral capital accounts for many years, 
most developing countries have kept, 
until recently, tight control of outward 
capital movements. This slower 
progress coward capital account con
vertibility tl1an in industrial countries 
may be due in part to the more acute 
shortage of domestic saving in develop
ing countries and the greater perceived 
risk of capital flight, particularl)• in 
those countries \\~th below-market 
intcrest rates and unsound macroeco
nomic policies. 

More recently, in the afrermach of 
the debt crisis and the substantial capi
tal flight that had evaded capital con
trols, many developing countries 
shifted d1eir policies toward liberaliza
tion ofrhe capital accoum. The adop-

tion of more realistic exchange rates 
and the devclopmenr of more market
based instntmcnrs of monetary policy 
have contributed to progress by some 
of these countries. 

Among some of the measures taken 
by developing countries during 
1991-93 were the liberalization of 
controls on capita.I movemcnrs 
( 11 countries), foreign direct invest
ment intlows (23 countries), resident 
domestic operations in foreign currency 
(25 countries), commercial bank 
operations in foreign exchange 
( l O countries), and long-term 
portfolio inflows (12 countries). None 
of the countries intensified restric-
tions on portfolio or direct invc~tment 
outflows. 

The statPs preliminary review of 
developing counrrics' experience with 
extensive liberalization ofrhe capital 
accow1t suggested a number of com
mon features. Liberalization: 

• was undertaken as part of a pro
gram of macroeconomic stabilization or 
structural adjustment; 

• occurred in the context of a 
floating or managed-floating exchange 
rate; 

• either occurred simultaneously 
with the liberalization of interest rates 
and the movement co indirect instru
ments of monetary policy or followed a 
broader libcralizarion of the financial 
system; 

• occurred either simulcaneoubl)' 
with or follo,~ing the liberalization of 
rhe current account; and 

• was accompanied by an overall 
strengthening of the balance of 
payments. 

jurisdictional responsibilities m·er capital controls, its 
surveillance of members' exchange rare policies does 
extend to capital account transactions. Other Direc
tors were willing to contemplate the possibility of 
amending the Articles of Agreement to ma.kc this 
jurisdiction more explicit. Some Director~, however, 
expressed reluctance, noting thar in some circum
stances the use of capital controls could play a useful 
role in dealing with exchange rate pressures, and the 
risk of destabilizing capital flows. 

The increased incidence of bilateral and n:gional 
arrangements brought about by the accession to 

membership of the countries of the former Soviet 
Union was recognized by the Board as being but a 
brief rransition during which multilateral payments 
instruments are poorly developed. Because such 
arr.rngements often give rise to exchange restrictions 
and multiple currency practices, it was agreed that thi.: 
fund would include the elimination of bilateral pay
ments arrangements inconsiMent with Article Vlll as a 
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performance criterion for upper credit tranche stand
by and extended arrangemt:nts. 

Membt:rs had reduced their recourse to multiple 
exchange rates, although some Directors noted thaL 
multiple currency practices had bt:en ust:d as a transi
tional measure to more liberal exchange rate regimes 
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in some case~. albeit at tht: exprnse of consequent 
distortion~. They, therefore, supported the continua
tion of the present approval policy for multiple cur
rt:ncy practict:s, which calls for the unification of 
exchange rates ovt:r J specific and appropriately brief 
pt:riod. 
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A RT IC LE l V CONSULTATIONS 

Regula,- consul rations bmvccn the Fund 
and member countries arc 111:rndatcd under Arrick 
IV of the FLU1d's Articles of Agreement. Bilateral 
discussions with each member arc usually held once 
a year, when a staffcec:am visits the counuy, gathers 
economic and financial informarion, and discu~scs 

economic developments and policies with officials. 
On return to Fund hcadquancn,, the staff team pre
pares a detailed reporr of the country's performance 
and prospects. The report i~ discussed by the 
Board, which constitutes the consultation wirh rhe 

member. The Managing Director of the Fund, in 
his capacity as Chairman of the Board, summarize~ 

the views of Directors, and this assessment is then 
passed on co chc country authorities. Table 2 lists 

the Article IV consultations concluded by the Fund 
in l994/95. 

This section sets out summaries of the Board dis
cussions during Article IV consultations. AJJ the 
major indusu-ial countries are reported individu.1lly. 
In addition, overviews ofrhrcc groups-the smaller 

indusu·ial councries, economies in transition, and 
developing countries-arc prc~ented, accompanied 
by reports of selected countries within these 

groups. These countries were selected because of 
their importance in the world or regional economy, 
with some smaller countries included on a rotating 

basis. For each country, the Annual Report include~ 
a brief description of salient macroeconomic and 
structural developments in the period leading up to 

the consultation and a table of data available to the 
Board at the time of the consultation. 

Indusuial Counu·ies 

United States 
Directors concluded the 1994 Article IV consultation 
with the United Stares in August 1994, as the U.S. 
economy entered an ad\'anced stage of the expansion. 
The economy had grown steadily· since the second 
qu.mer of 1991 (Ta bk 3 ), and there seemed to be lit
tle slack remaining in U.S. labor and product markets 
by mid-1994. Growth in real personal consumption 
expenditures, which was smmg in 1992 and 1993, 
and again in the lirst quarter of 1994, slowc.:d in the 
second quarter. The personal saving rate continued to 
dc.:clinc, from over 5 percent in 1992 to less than 
4 pere<.:nt in the first half ofl 994. 

Employment growth accelerated from the sluggish 
pace set early in the expamion, rising markedly in 
1993 and in the first half of 1994 despite continued 
shedding of job~ tl1rough corporate downsizing. 
Employment gains also became more widespread; 
early in the recovery, job creation had been concen
trated in the service sector, but in the second half of 
1993 increased construction activity and rising auto· 
mobile dcm,md also spurred employment in manufuc
turing. The unemployment rate was 6.1 percent in 
July 1994, within the range of estimates of the natural 
rate of unemployment. Strong demand and the 
,1ppcar:1.nce or domestic capadry constraints, together 
with higher oil prices in the first half of 1994, helped 
to halt the general decline in inflation rate~ that began 
in 199 L. Consumer prices ad,·anced by 2 .6 percent in 
the year to June 1995, a rate of increase little changed 
from a year earlier. 

The external cu1-rc.:m accoum deficit rose from 
1.6 percent of GDP in 1993 ro a ~ea~onally .1djusred 
annual rate or 1.9 percent in the first quarter of 1994. 
The higher deficit was largely the result of a growing 
imbal:ince on merchandise trade associated with rhec: 
~trong cyclical position of the U nired Scares rc!Jtive to 
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Table 2 

ARTICLE rv CONSULTATIONS CONCLUDED IN FINANCIAL YEAR 1995 

Algeria May 27, 1994 Georgia July 8, 1994 Oman Aug. 22, 1994 
Angola Aug. 24, 1994 Germany Sept. 2, 1994 Peru July 22, 1994 
Argentina July 18, 1994 Ghana June 24, 1994 Philippines June 24, 1994 
Armenia July 8, 1994 Greece July 18, 1994 Portugal Aug.29, 1994 
Australia Feb.22, 1995 Guinea Sept. 23, 1994 Qatar May 23, 1994 

Azerbaijan June 8, 1994 Ha.iti Mar. 8, 1995 Russian Federation Sept. 21, 1994 
Bahamas, The May 16, 1994 Honduras Jan. 30, 1995 San Marino July 15, 1994 
Bahrain May 25, 1994 Hong Kongl Mar. 3, 1995 Saudi Arabia Oct. 21, 1994 
Bangladesh Feb. I, 1995 Hungary Mar. 24, 1995 Seychelles Nov. 7, 1994 
Barbados Mar. 31, 1995 Ireland June 6, 1994 Slovak Republic July 22, 1994 

Belarus July 18, 1994 Israel May 25, 1994 Slovenia Aug. 1,1994 
Belgium Dec. 16, 1994 Italy Mar. 17, 1995 South Africa Jan. 30, 1995 
Belize Jan. 18, 1995 Jamaica Feb. 10, 1995 Spain Feb. 15, 1995 
Bhutan Oct. 14, 1994 Japan July 27, 1994 St. Lucia Aug. 5, 1994 
Bolivia Dec. 19, 1994 Jordan May 25, 1994 St. Vincent and 

Botswana Nov. 21, 1994 Kazakhstan Nov. 30, 1994 
the Grenadines Oct. 21, 1994 

Brazil Nov. 16, 1994 Korea Sept. 12, 1994 Sudan Jail. 13, 1995 
Burkina Faso Oct. 17, 1994 Kuwait Jul)' 15, 1994 Suriname Jan. 18, 1995 
Burundi Sept. 6, l 994 Kyrg)'Z Republic Mar. 31, 1995 Swaziland July 18, 1994 
Cambodia Ma)' 6, 1994 Lao P.D.R. Jan. 25, 1995 Sweden Jan. 20, 1995 

Cameroon Nov. 23, 1994 Latvia July 15, 1994 Switzerland Jan. 23, 1995 

Canada May 4, 1994 Lebanon Aug.22, 1994 Syria Mar. 13, 1995 
Cape Verde Dec. 19, 1994 Lesotho Sept. 23, 1994 Tajikistan Sept. 14, 1994 
Chad Feb. 17, 1995 Libya July 27, 1994 Tanzania May 2, 1994 
Chile July 29, 1994 Malaysia Sept. 23, 1994 Thailand July 8, 1994 

China Mar. 22, 1995 Maldives May 6, 1994 Togo Sept. 16, 1994 

Colombia Jan. 11, 1995 Mali Oct. 17, 1994 Trinidad and 
Comoros Nov. 23, 1994 Malta Dec. 19, 1994 Tobago Jan. 20, 1995 

Congo May 27, 1994 Marshall Islands May 20, 1994 Tunisia Jan. 20, 1995 

Costa Rica Dec. 2, 1994 Mauritania Jan. 25, 1995 Turkey Apr. 21, 1995 

Croatia Oct. 14, 1994 Mauritius Aug. 26, 1994 
Turkmenistan Feb.10.1995 

Cyprus Dec. 7, 1994 Micronesia May 20, 1994 
Uganda Apr. 21, 1995 

Czech Republic July 29, 1994 Moldova fune 3, 1994 Ukraine Oct. 26, 1994 

Denmark April 14,1995 Mongolia Nov. 23, 1994 United Kingdom Oct. 17, 1994 

Djibouti Juncl5,1994 Morocco July 11, 1994 United States Aug.31, 1994 

Dominica June 15, 1994 Myanmar Sept. 16, 1994 
Uzbekistan Jan. 25, 1995 

Ecuador May 11, 1994 Namibia June 8, 1994 
Vanuaru Feb.8, 1995 

El Salvador Oct. 14, 1994 Netherlands May 4, 1994 Venezuela Mar. 1, 1995 

Equatorial Guinea May 2, 1994 Netherlands Viet Nam June 8, 1994 

Eritrea Dec. 7, 1994 Anti1Jes2 June 22, 1994 Western Samoa Oct. 19, 1994 

Estonia Apr. 11, 1995 New Zealand Jul>• 25, 1994 
Zaire June 1, 1994 

Ethiopia Nov. 9, 1994 Nicaragua June 24, l 994 
Zambia Sept. 23, 1994 

Fiji Dec. 21, 1994 Niger Feb. 17, 1995 Zimbabwe Sept. 14, 1994 
Finland Aug.26,1994 Nigeria May 2, 1994 
France Sept. 7, 1994 Norway Feb.8, 1995 

1Consultation discussions with Hong Kong are held in the context of the consultacion with the United Kingdom. 
2Consulracion discussions with tl1c Netherland Antilles arc held in the conrexr of the consul ration with the Kingdom of the 

Netherlands. 

52 A N N U A L R. E I' 0 R T I 9 9 5 



©International Monetary Fund. Not for Redistribution

A R I I C I. E I \' l. 0 :-S S L' 1. T A r I O :-..; '> 

Table 3 

its trading partners. However, net 
investment income receipts also 
declined stead.i1)' owing to the 
growing net external indebtedness 
of the United States. 

UNITED STATES: SELECTED ECONOMIC INDICATORS 
(A,m,ml percent chn11-ge 1111/css vrlienvise 110:ed) 

ln their discussion, Directors 1991 1992 1993 1994 1 

observed with satisfaction d1at, 
since the last consultation, the U.S. 
economy had continued to expand 
at a strong pace, while the rate of 
inflation had remained subdued. 
They observed that the favorable 
performance of the economy had 
been supported by the authorities' 
efforts to address the fiscal problem 
and d1e skillful management of 
monetary policy. 

Domestic economy 
Real final domestic demand -1.2 2.5 3.7 4.3 

3.9 Real GDP -0.7 2.6 3.0 
Employment -0.9 0.6 1.5 
UncmplO}'lllent ratc2 

(in percent oflabor force) 6.7 7.4 6.8 6.3 
2.6 Consumer price inde~ 4.2 3.0 3.0 

External economyil 
Currcnr account balance -0.l -1.l -1.6 -2.3 
Trade balance -l.3 -1.6 -2.l -2.5 
Invisibles balance 1.2 0.5 0.4 0.3 Directors generally agreed that 

monetary policy needed to focus on 
slo..,ving demand growth ro a pace 
consistent wid1 sustainable non• 
inflationary growm. Directors, 
therefore, welcomed d1e Federal 
Reserve's actions to tighten mone· 
tary conditions ahead of clear-cut 
evidence of a rise in inflation. They 
stressed d1c need for the aud1orities 
to react quickly to any signs of 
emerging inflationary pressures in 
order to preserve and strengthen 

Financial variables 
General govcrnmenL balancc3 -3.4 -4.5 -3.5 -2.6 

Federal• -3.6 -4.6 -3.6 
Personal saving ratc4 5.0 5.5 4.1 
Gross private i11vcsm1e11t' 12.9 13.2 14.0 
Growth rate of M25 2.9 1.9 1.4 
Three-month treasury bill 

interest rate2 5.4 3.4 3.0 
Ten-year government bond 

4.4 

6.9 inrerest race2 7.9 7.0 5.9 

Note: Dara in the cable reflect infom1ation available at the time of the Board discussion. 
1 Projected. 
1Y c:irly average. the progress that had been made 

toward price stability. Several 
Directors commented that a further 
increase in short-term interest rates 
could be justified for domestic rea-

30n a narional accounts basis and in percent of GDP. 
4ru a percentage of disposable personal income. 
Sfour-quartcr change, io pcrccnL 

sons, and some considered that 
such action would also support the dollar. 

Directors noted thar the implementation of the 
medium-term fiscal program adopted in August 1993 
would conrribme significantly to fiscal adjustment in 
fiscal years 1994 and l 99 5. After fiscal year 1995, 
however, the deficit was expected to begin to grow 
again, and the federal debt-to-GDP ratio would 
resume its rise from already high levels. At the same 
time, d1e U.S. national sa,~ng rate would remain 
below historical and international norms. Against this 
background, there was a broad consensus among 
Directors that further fiscal consolidarion was needed 
to reverse the upward trend in the debt-to-GDP ratio, 
restore national saving to adequate levels, and support 
investment. 

The priority for fiscal policy, Directors bdieved, 
was to ensure that d,e pace of fisc:il consolidation was 
maintained after fiscal year 1995. Therefore, they 
encouraged die aud1orities to adopt measures suffi
cient to achieve a further substantial reduction in th<.: 

deficit, bc.:ginni_ng in d1e budget for fiscal year 1996. A 
number of Directors observed that the goal of fiscal 
consolidation should include more effective control 
over the growth of spending on entitlement programs. 
Noting the constraints already plac..:d on discretionary 
outlays and the difficulty of achieving reductions in 
mandatory spending, Directors emphasized the need 
to consider revenue measures, espc.:cially those that 
minimized adverse eflccts on economic efficiency and 
private saving. 

Directors noted that, despite the recent weakness 
of the dollar against the yen and the demsche mark, 
the effective value of the dollar was little changed from 
its average of the past scvera.l years. Renewed pressures 
on exchange markers could not be ruled out, given 
the large U.S. external current account deficit and the 
prospects that it would remain large well into the 
medium term. Directors welcomed the recent assur
ance by the Secretary of d1e Treasury chat the dollar 
was nor a tool of trade policy and that its weakness 
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was a matter of concern to the U.S. Gov1:rnmenr. S1:v
cral Directors emphasi;,ed that, in their ,·iew, the dete
rioration in the U.S. external balance on current and 
long-term capital accounts was at the root of rhe 
recent weakness of the dollar. Ag:iinst thi) b:ick
ground, Directors stressed the import:ince of strength
ening the fundamcnrals-particularly through 
additional fiscal adjustment, which would help to 
ensure th:it the proct:S!> of correcting the external 
imbalance docs not place an excessive burden on 
domestic investment. 

Directors welcomed the authorities' commitment 
to :ichieve a timely ratification of the Uruguay Round 
agreement. Tht:y encouraged the authorities ro con
tinue to support the;: free trade system and refrain from 
restrictive trade practices. Director~ noted rht: impor
tant role played by the United States in assisting 
developing countries, bur they e;:xpressed concern 
about the decline in the share of GDP devoted to offi
cial dt:velopment assistance. 

Japan 
Directors ml'.t at the end of July 1994 to discuss rhc 
Fund's Article JV consultation with Japan amid signs 
of a mild recovery from three years of 1:conomic 
downturn (Table 4). 

Following a "bubble" period of rapid output 
growth in the J:ipanese economy during 1987-90, the 
t:conomy entered a period of st,1gnant activity in late 
1991. Output rose briefly in 1:arly 1993 bm then fal
tered again, mainly owing to the appreciation of the 
yen that began in mid-1992 and to continued adjust
ments to excess capital stock accumulated during the 
bubble period. A further yen appn:ci:ition between 
mid-June and mid-July 1994 r:iised concerns that the 
recovery could be dt:railed. The rise was small, how
ever: onl~• 3 percent in nominal effective terms, com
pared with a 25 percent nominal effective :ipprcciation 
from mid-1992 to mid-1993. The other chit:f facror 
prolonging the recession-depressed investment activ
ity-showed only mixed signs of improvement by 
mid-1994, with full adjusrn1ent expected to take a 
number of years. 

Fl:igging domestic dt:mand had led die Govern
ment tO provide compensatory, countercyclical sup
port through four major fiscal packages berwt:en 
August 1992 and Ft:bruary 1994. The February plan 
cut ra.-xes in fiscal year 1994 in anticipation of an envis
aged permant:nt income tax cur combined with a 
l:iggcd increase in consumption taxes. On the mone
tary side, the weakening in aggreg:ite demand had 
been cushioned from mid-1991 by tkcline:, in nomi
nal i11tcre)t rates. In real term:., however, thc:,e effects 
were parria.lly offset by declining inflaLion. 

Japan's current account surplus, ha\'ing ri!>en 
:,harply in 1991-92, widened moderatclr ro a high of 
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$13 I billion in 1993, although as a proportion of 
GDP it remained :,tabk :it 3 pcrccnr-wcll below rhc 
peak of 4.2 percent in 1986. The increase in dollar 
term~ mainly reflected cydica.l factor:, and the tcrml. of 
trade improvement ari)ing from exch:inge rate appre
ci:ition. As regard:, import penerrarion, despite a rapid 
rbc in the volume of manufactured imports from the 
mid-1980s on, Japan's ratio of manufactured imports 
ro GDP remained the lowest among industrial 
coumries. 

In June 1994, th1: Government announced a five
year deregul:ition pl:in and a package of deregulation 
measures in four :ireas: housing :ind l:ind use; informa
tion .ind communications; import promotion, market 
access, :ind dist1ibution; :ind the financial sector. Many 
~pecitics of the iniriati\·es, howc,·cr, remained to be 
determined. 

In their discussion, Directors nott:d the indic:itions 
that the rcce;:ssion in Japan had bortomed out and that 
:i recovery, although moderate and gradual, appeared 
to be under way. Directors also pointt:d out, however, 
thaL there were downside risks and th:it the n.:col'ery 
was fragik, owing in particular to the yen':, further 
:ippreci:ition, continued weakness in business invest
mem, and remaining problems in the banking sector. 

Director:, welcomed the fiscal and monetary mea
sures introduced during the cyclical downswing, 
including the most recent pack:igcs, as prol'iding 
much-needed support to economic activity, although 
some considered th:it c:irlier and more forceful action 
would hal'c been warranted. On macrot:conomic pol
icy, many Directors considered th:ir a further reduc
tion in intere:.l rate) would nor be effcccivc, although 
others felt thar a further cur in rhe oHkial di!,COllnt 
rare would be desirable. On the fiscaJ side, Directors 
observed Lhat, owing to earlier fiscal packages, sub
stamial stimulu~ was in place for l 994. ln Lhis context, 
Directors welcomed the 1994 income tax cut and sup• 
ported the ta,\ rdorm currenciy under consideration. 

Most Directors believed that the large increase in 
the budget deficit in the past few years, including its 
:,truccural component, imposed a con!>traint on further 
mcai.urcs, and that fiscal consolidation should be 
resumed once the recol'ery wa:, under w:iy, particuJarly 
in view of such long-Lcrm coni,idcrarioni, as Lhc rapid 
Jging of the population. Dir1:ctors agn::eJ that a 
renewed consolidation effon, induding an increase in 
the consumption t:ii,. and a reform of the pension i.ylt

tcm, would be required in the period ,ihc:id ro avoid 
rapid growth ofrhe public debt in the long run. 

As r1:gards \trucrural mcai,urcs, all Directors urged 
the :itnhoritics to strengthen their dfons to remove 
strucwral rigidities, promote deregulation, and open 
up marketlt. Directors stressed the need for the 
recently launched broad initiati\·e:, to be quickly tr:111s
l.1tcd into concrete mca\ures, espcciallr in the areas of 
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distribution, lr:111sportation, 
telccommunicarions, construction, 
and land use. Many Director5 
emphasized chat broadly based mar· 
ket opening would raise consumer 
welfare and stand.irds ofliving both 
in Japan and abroad, and that this 
would be the best antidote to pro
tectionist pressures. 

Several Directors ob~encd that 
the banking system remaincd bur
dened by a large amount of non
performing and restructured loans. 
They welcomed the recenr initia
tives to strengthen rehabilitation, 
bur a number of Direcwrs sug
gested the need tC> supplement 
those initiatives wid, improved dis
dosure requirements and the expe
ditious development of a second,try 
market for nonperforming loans. 
Direcmrs also welcomed the con
tinuation of financial sector reform 
and the completion of intercsr rate 
liberalization. 

Directors noted that ci,c current 
account surplus had widened 
markedly since 1990, owing in part 
LO cyclical developments. They felt 
that the surplus would declim: 
somewhat in the medium term, 
since a sustained recovery of 
domestic demand would eliminate 
the cyclical component. :--!everthe
lcss, the surplus, given its important 
structural component, was likely to 
remain significant in the medium 
term. Most Directors did not sec 
this as a problem in itself, since the 
surplus would make a much-needed 
contribution to rJ,c pool of global 
saving, as long as it was not the 
rcsulr of su·ucniral rigidities in the 
economy. Some Directors felt that 
a further reduction in Japan's sur-
plus over d1e medium term would 
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Table 4 
JAPA...~: SELECTED ECONOi\llC £ND I CATO RS 
(Ammal percc11t ch,mgr 1mlesr otlienvise 110U1() 

Domestic economy 
Domestic demand 
Real GDP 
Unemployment rate 

(level, in percent) 
Consumer price index 

External economy 
Exporrs, f.o.b. (in billion~ 

of U.S. dollars) 
lmpons, d.t: (in billions 

of U.S. dollars) 
Current account balance (in 

billions of U.S. dollars)l 
Current account balance (in 

percent of GDP) 
Overall balance (in billions 

of U.S. dollars) 
Real eflective exchange race 

( relative normalized unit 
labor co~r; 1990 - 100) 

Financial vadables 
General government balance 

(in percent of GDP) 
Gross national saving 

(in pcrccm of GDP) 
Gross domestic investment 

(in percent of GDP) 
Broad money (M2 plus CDs, 

period average) 
lnccrest rates 

Three-month CD rate (avcr.1ge) 
Official discount rate 

(cnd of period) 

1991 

2.9 
4.3 

2.1 
3.3 

306.6 

203.5 

72.9 

2.2 

-17.1 

107.5 

3.0 

34.6 

32.5 

3.6 

7.2 

4.5 

1992 

0.4 
1.1 

2.2 
1.7 

330.9 

198.5 

ll7.6 

3.2 

-1.4 

I I 1.8 

1.8 

34.4 

31.2 

0.6 

4.3 

3.3 

Proj. 
1993 1994 

0.3 1.7 
0.1 0.9 

2.5 3.0 
1.3 0.7 

351.3 372.8 

209.9 230.5 

131.4 34.92 

3.1 2.9 

23.5 6. )2 

135.8 149.03 

-0.6 -2.7 

33.4 32.2 

30.3 29.3 

I.] 1.7 

2.8 

1.8 

Nore: Dara in d1e table reflect information available at the rime of rhe Board discussion. 
'Sum of the seasonally adjusted trade balance and the seasonally unadjusted invisibles 

balance. 
2Anual, first quarter of 1994. 
,lAs of J unc 1994. 

be desirable, in light of what they , iewed as the coun
try's exccss saving engendered in part by strucn,ral 
rigidities and disrortions. A view was expressed that 

Many Director~ encouragcd the authorities to 
.iddrcss trade issucs within a multilateral framework, 
and some cxpresscd concern that thc focus on bilateral 
discu~~ions of scctoral and trade issues threatened the low level of import penetration in Japan might be 

contributing to distortions in the saving-investment 
balance, which, in turn, hindered long-term growth 
prospects. Most Direcmrs, while noting that structural 
rigidities and distortions should be elimin,ttcd on their 
own right, fi:lt that the impact o( structural rcfixms on 
d1e current account balance remained uncertain. 

to lead to market sharing .rnd managcd trade 
arrangements. 

Directors welcomed Japan's leading p<>sition as a 
provider of foreign :tssistancc, including its important 
contribution to the enlarged and enhanced ESAF and 
to the Fund's technical assistance. They cxpressed the 
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Table 5 
GERMANY: SELECTED ECONOMIC INDICATORS 
(A,mual pel'ce11t change unless othen,,is, t10ted} 

Domestic economy (west Germany) 
Total domestic demand (percent 

change at 1991 prices) 
GDP (percent change ac 1991 

prices) 
Unemployment (in percent of 

labor force) 
Average hourly earnings in industry 
Unit labor costs in roral economy 
Consumer price index 

Domestic economy (east Germany} 
Real GDP 
Real invesrmenr 
Unemploymenr (in percent of 

labor force) 
Consumer price index 

External economy 
Current account balance 

(in billions of deutsche mark) 
Nominal effccth•e exchange rate 

(1990 s I 00) 

Financial variables 
General government balance 

(in percent of GNP) 
Money and quasi-money {M3; 

percent change in annual 
average) 

Three-month money marker race 
(period average, in percent) 

Yield on government bonds 
(period average, in percent) 

1991 

3.6 

4.5 

5.5 
7.3 
4.1 
3.5 

-28.6 
33.4 

10.8 

-32.2 

98.9 

-3.2 

10.7 

9.2 

8.6 

1992 

1.5 

16 

5.8 
7.0 
4.8 
4.0 

9.7 
24.0 

14.8 
11.L 

-34.4 

101.7 

-2.6 

8.5 

9.5 

8.0 

1993 1 19942 

-2.6 0.1 

-1.9 1.2 

7.3 8.4 
6.0 3.5 
3.5 
4.1 3.0 

7.1 8.0 
15.6 13.6 

15.l 15.7 
8.9 3.5 

-35.2 -19.3 

J 04.6 104.43 

-3.3 -2.8 

8.2 

7.2 5.54 

6.3 6.24 

the economy then moved into an 
cxporc-lcd recovery phase in which 
output fluctuated about an appar
ent genrle uprrend. Weak domestic 
demand persisted in west Germany 
as consumption remained flat in the 
first quarter of 1994 after stagnat
ing in 1993. Disposable incomes 
were under pressure from tax 
increases, pay restraint, and a sharp 
decline in employment. But by 
early 1994 a modest recovery was 
caking shape in west Germany, 
while preliminary estimates indi
cated that strong growth in east 
Germany was continuing. 

Despite the stabilization of our
put in west Germany and recovery 
in cast Germany, total employment 
continued to fall in 1993 and early 
1994. In west Germany, restructur
ing in the manufacturing sector 
aggravated labor shedding, and 
employment continued to decline 
through Ma~• 1994 despite the 
nascent recovery. Unemployment 
in west Germany rose from a low 
point ofS½ percent ofrhc labor 
force in ca.riv 1992 to stand at 
8 1/4 percent.in June 1994. ln east 
Germany, meanwhile, growth 
appeared to create little or no 
employment, and the jobless rate 
continued to rise in the early 
months of 1994. 

Note: Data in the table reflect information available at the time of the Board discussion. 

The widening gaps in output 
and labor markets helped to make 
inflationary pressures recede. After 
running at around 4 percent in 1 Preliminary. 

2Projcctcd. 
3Junc 1994. 
4A\'crage January-June. 

hope that the recent decline in disbursements of offi
cial development assistance relative to GDP would be 
reversed, with a view to achieving the United Nations 
target at an early date. 

Gennany 
The 1994 Article IV consultation with Germany was 
considered by Directors in September 1994, as the 
German economy continued to emerge from the 
severe recession that began in 1992. The downturn 
bottomed out in the course of 1993 (Table 5 ), and 
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I 992 and much of l 993, despite 
stable producer prices and declining 
import prices, west German con
sumer price inflation began to 
decline in 1994 in the face of weak 

demand and sluggish labor cost growth. At the same 
time, there was a marked fall in consumer price infla
tion in cast Germany, which for several years had been 
well above the west German rate. 

fiscal policy in 1993 and 1994 continued to 

emphasize measures to reduce the deficits incurred to 
meet the cost of German unific:ition. The 1994 bud 
get plans of the territorial authorities implied a lower
ing of the general government deficit to 2;/; percent of 
GDP, despite the weakness of the economic recovery. 
After a pause around the turn of 1993-94 as money 
growth a,,elcratcd, the easing in monetary conditions 
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resumed in April 1994. At around 5 percent at the end 
of June J 994, cl-tree-month money market rat~ were 
approximately half their peak levels in AuguM 1992. 

ncction, a number of Directors observed that over the 
medium term, monetary targeting had contributed to 
keeping inflation in check in Germany and should be 
maintained as a framework fr>r policy. However, it was 
frlt that the forces at the roor of the rnrrent over
shooting should be carefully re-examined, and that 
more reflection was needed on the best instruments co 
guide monetary policy. Nevertheless, most Directors 
expected the rare of in Ila ti on-and money growth-co 
decelerate in rhe months ahead, thus allowing for a 
further decline in short-term interest rares, which in 
turn would support a more robust and broadly based 
upturn of domestic demand in Germany. 

In their rcvie\\' of rhe German economy, Directors 
observed that, even with a recovery in economic acti,·
ity, unemployment would remain among the most 
serious problems facing policymakers. Thb wider
scored the need for continued reform to increase the 
flexibility of the labor marker, including the need to 
increase rhe tlexibility of rhe collective wage-bargain
ing system itself. Although O\'craJl \\'age increases had 
moderated noticeably in recent months, high unem
ployment among less-skilled workers would persist 
unless steps were taken co increase wage dillc.:rentia
tion, especially at the lower end of the scale. France 

Directors welcomed progress made in reducing the 
strnctural deficit of the gencr,tl government. They 
strongly supported the intention of the authorities co 
reduce the deficit of the general go\'ernment further, 
as well as the objective of rolling back the high burden 
of taxes and social security contributions. Thc empha
sis placed by the authorities on 

When the Board considered the 1994 Anick TV con
~ulration with France in September 1994, French eco
nomic growth had resumed (Table 6) after the 
~harpcst rccession since the Second ·world War. Dur
ing the downturn, consumption was particularly slug
gish, with its rate of growth falling for four successive 

curbing the gro\\'th in public 
spending was strongly supported by 
Directors. However, Directors 
emphasized that a further round of 
selective, well-targeted expenditure 
cuts would be required to create 
scope for a substantial decline in the 
revenue burden. They affirmed that 
wage restraint in the public sector, 
while hclpfol, was unlikely to be 
sufficient. 

As Directors had mentioned pre· 
viously, further steps to scale back 
subsidies ro agriculture, coal min
ing, and the old industrial core in 
eastern Germany would need to be 
key clements in any fiscal retrench
ment program. Measures would 
also be required to reduce over
staffing in the public sector, im
prove the targeting of social \\·el fare 
benefits, and adapt arrangements 
for pensions and health care. 

Directors generally agreed that, 
in light of the uncertainties about 
the medium-term inflation outlook 
generated by the continued sub
stantial overshooting of the target 
path for broad money, the pause in 
official interest rate reduction~ since 
May 1994 was understandable, and 
it was generally agreed that the level 
of short-term interest rates was 
broadly appropriate. 1n that con· 

Table: 6 
FRANCE: ShLECTED ECONOMIC INDICATORS 
(Ammal percent change ,miiw otherll!i.se 11ottd) 

Domestic economy 
Total domestic demand 
Real GDP 
Employment 
Unemployment (in percent of 

total labor force) 
Unit labor costs in manufacruring 
Consumer price index 

External economy 
Export volume2 
Import volumc2 
Trade balance (in billions of francs) 
Effective exchange rare (MERM)3 

Financial variables 
General government balance 

(in percent of GDP) 
Broad money (M3) 
Three-month interbank money rare 
Go,•crnmcnt bond yidd 

1991 1992 

0.6 0.2 
0.8 1.2 
0.1 -0.5 

9.4 10.1 
3.9 0.2 
3.2 2.4 

4.2 5.1 
3.1 1.2 

-56.4 9.4 
-2.6 3.7 

-2.2 -3.9 
2.5 5.2 
9.7 10.4 
9.0 8.6 

1993 19941 

-1.9 1.8 
-1.0 1.7 
-1.6 -0.4 

I 1.7 12.4 
3.2 0.8 
2.1 1.8 

-2.5 
-5.9 
40.0 39.2 

0.5 -0.4 4 

-5.8 -5.6 
-1.5 -4.35 

8.4 6.04 

6.8 6.64 

Note: Data m the table reflect infonnation available at the time of the Board discussion. 
1 Projected. 
2National accounts basis. 
3B.isc:d on the Fund's multilateral exchange rare model; a positive figure indicates an 

appreciation. 
~Average to July 29, 1994. 
5First quarter of 1994 O\'er the first quarter of 1993. 
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years. Consumer confidence in 1993 declined to its 
lowest ebb since household sur\'eys began, and the fall 
in investment was similar to those that occurred after 
the oil shocks of the mid- l 970s and early l 980s. 
Although output growth turned positive in the second 
quarter of 1993, real GDP contracted by 1.5 percent 
in 1993, and the recovery gathered pace only in early 
1994. 

Unemployment increased continuously from L 990 
until mid-1994, when it reached 12.5 percent, a post
war record, before beginning to fall later in the )'Car. A 
sharp drop in employment in l 993 was concentrated 
in the private nonagriculrural sector, and especially in 
manufacturing. A notable feature of the labor marker 
in 1993 was the rise in part-time unemployment 
through a program of temporary layolts, encouraged 
by an increase in the government subsid)' to those 
temporarily laid off The public ( non market) sector 
was the only area in which additional jobs were cre
ated in 1993, partly tlirough the increase in employ
ment programs. 

Inflation remained low during I 993, with a small 
rise in the GDP deflator rclati,·e to 1992 (2.5 percent) 
and a continuing reduction in the rntc of increase of 
consumer prices. Wholesale price increases wen: mod
erate as a result of the recession, and to some degree 
because of lower prices for intermediate imported 
inputs. In January 1994 tl1e Bank of France became 
independent in the conduct and formulation of mone
truy policy, with a mjssion to pmsue price stability 
"within tl1e general framework of thee: government's 
economic policy." The Bruik of Fram;c stated in its 
1993 annual reporr that it planned to pursue price sra
bilicy tl1rough maintaining the stability of the rrcnch 
franc within the exchru1ge rate mechanism (ERM) of 
tl1e European Monetary System ( EMS) and through 
keeping tl1c money supply witllin a range compatible 
witl1 noninflationary economic growth. 

The recession had an adverse impact on public 
finru1ees, lifting the general government deficit, which 
was among the lowest of the industrial countries in 
tl1e early 1990s, to levels well above the average. The 
economic downturn led to a decrease in tax revenues, 
an increase in social securiry payments, and a widening 
of the general government deficit from 1.6 percent of 
GDP in 1990to6.I percenrofGDPin 1993. 

In their discussion, Directors acknowledged that 
France's rclarivcly high general government deficit 
was, to some extent, the result of rhc unf.\\'orable 
cyclical position. They accepted rhat the economic 
recovery should in time reduce the :i.ctual deficit ro its 
structural level of abour 4 percent of GDP, but they 
observed that this was still coo high. Directors com
mended the authoiirics for their Convergence Plan, 
which formulated a medium-term objective for the 
general government deficit of 2 percent of GDP. They 
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expressed concern, however, over whether these tar
gets would be met. One danger was the risk that high 
real long-term interest rates would depress output and 
add to debt-servicing costs. More fi.mdamentally, 
Directors questioned whether the reforms of social 
security would be far-reaching enough to contain 
expenditure to planned levels. 

ln considering the causes of the high rate of unem
ployment in France, Directors poimcd to the unfavor
able eflects of high social charges and the level of the 
minimum wage, both of which affected low-skilled 
workers most. Directors endorsed the authorities' 
objective of substiniring .1 more broad!~• based tax for 
social charges on labor income, but noted that 
employers' contributions would still remain ab0\'1.: 
those in most industrial councril:s. They urg1.:d the 
authorities m find a way ro lower labor costs for low
~killed workers, to make training programs more effi
cient and transparent, and to explore channeling a 
ponion of uncmploymcnt benefits to employers in the 
fi,rm of employment subsidies. 

Several Directors believed th:n monetary policy 
could he more responsive to domestic indicators, but 
most otl1er Directors supported the autl1orities' cau
tious approach to monetary casing and their c01wic
tion that exchange rate stability was essential in 
maintaining tl11.: credibililry of monetary policy. In tl1e 
discussion, the argument was also advanced that 
achi1.:ving the long-term objecti\·e of monetary union 
required exchange rate stability. 

United Kingdom 
Directors met in October 1994 to discuss the staff 
report for the Article IV consultation with the United 
Kingdom. Because no consultation had been held 111 

the previous year ( owing to a change in the country's 
budget cycle that affected the riming of the discus
sion), Directors took up economic developments in 
the United Kingdom c.wcr the past two years. Ir is 
expected that the next Article IV consulration will be 
held on rhe standard 12-month cycle. 

At the time of the disi.:ussion, the economic perfor
mance of the United Kingdom had improved steadily 
since rhc lowpoi111 of the recession in mid-1992. 
Annual growth ofre.11 GDP, which reached 2 percent 
in 199 3, accelerated 10 near 4 percent in the second 
quarter of I 994, and unemployment had declined sig
ninc;rntly (Table 7). The Scrtembcr 1992 dcparuire 
from rhe ERM was credited with bolstering rhe recov
ery by allowing for an casing of overall monerary con
ditions. The resulting increase in private consumption 
fueled growth throughout 1993, while a pickup in 
exporrs was .m important contributor to growth in the 
firsr half of 1994. Investment began its recovery later 
in 1993, however, and had nor yer reached its pre
recession levels. 
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Despite rising demand during the period, intlarion 
in the United Kingdom remained cxceprionally low, 
largely because the 1990-92 recession left consider
able room for noninflationary growth. Underlying 
inflation foll co 2.2 percent in Jul}' 1994, itS lowest 

trend in private sal'ing and the limited recovery in 
investmenc. 

Directors considered that the authorities were likely 
LO face grearer challenges in the fu rure as rhc recover}' 
became more mature and slack was absorbed. 1vlore
over, Direcrors commented that the :nnhorities' polii.:y 
i.:redibiliry, while strengthening, was still nor robust
as relkcted in the rise in long-term interest rates. In 
chis n.:gard, it was important that the authorities mer 
tl1eir announced policy intentions. They emphasized 
thal redressing tl1c budgetary imbalance would be 
essential to sustain tl1e recovery. AJtl1ough encouraged 
by tl1e fact tl1at public borrowing had been below itS 
targeted path, Directors advised tl1e authorities ro 
i.:ontinue to use unanticipated favorable developments 
co reduce the deficit faster. 

rate in decades. The improvement in the labor marker 
was also favorable-unemployment tell from itS high 
of 10.6 percent in December 1992 to 9.2 percent in 
August 1994. The growth of average earnings had sta
bilized at 3. 8 pc rec n t. 

Since leaving the ERM, the United Kingdom's 
external cost competitiveness had incn:.1sed by l O per
cent, with non-oil exports rising by over 9 percent 
in the year up through the second quarter of 1994. 
Over the same period, import growth was a moderaLe 
5 percent. Reflecting these movements, the current 
account deficit narrowed to 

Table 7 
0.7 percent of GDP in the second 
quarter of 1994. ln addition, posi
tive financial market scnLi1m:nt ben
efited sterling during J 993, helping 
it to recover about a third of its 

UNITED KINGDQ[\J· SELECTED ECO'Nor-.uc [NDICATORS 

post-ERM depreciation. Sterling 
remained stable in l 994, bur the 
gilt marker weakened when world 
markets stumbled, and long-term 
sterling interest rates rose to .1bout 
9 percent. 

In 1993, the U.K. authorities 
took steps to tackle the country'~ 
large fiscal imbalance by proposing 
a plan for medium-term fiscal i.:on
solidation. Revenue measures 
included several significant ta>. 
increases, the implcmt:ntalion of 
which was phased through April 
1995 in order to protect the rernv
cry. Expendirurcs were LO be 
restrained, including a freeze on 
running costs. The plan aimed to 
eliminate public sector borrowing 
by the end of the decade. 

( A1m111it percc11t cba11ge 1.11,lus orlienvis( 11oted) 

Domestic economy 
Real domestic demand 
Real GDP 
Employmcm 
Average unemplo)1ment rate 

(in percent of labor force) 
Retail price inflation 

External economy 
(in billions of pounds) 

Exports 
Impons 
Currcm account balance 
J 11\'isibles balance 
Nominal effecrh·e exchange rate 

(period average, 1990 • 100) 

Financial variables 
General government reccipts3 

(in billions of pounds) 
General govcrnmcm expenditurc3 

(in billions of pounds) 
MO 
M4 
Three-month interbank interest rare 
Ten-year government bond yield 

1991 

-3.1 
-2.0 
-3.1 

8.1 
6.8 

103.4 
113.7 
-8.2 
2.1 

100.79 

221.2 

244.2 
2.4 
5.6 

11.5 
IO.I 

1992 1993 

0.3 2.1 
-0.5 2.0 
-2.5 -1.0 

9.8 10.3 
4.7 3.0 

107.3 121.4 
120.4 134.6 
-9.8 -10.3 

3.3 2.9 

96.89 88.80 

219.6 228.0 

268.4 283.4 
2.4 4.9 
3.1 5.1 
9.6 5.9 
9.1 7.5 

Note: Data in the rablc reflect infom,ation available at the time of tl,c Board 
discussion. 

I Fund staffprojcctlons unless otherwise indicated. 
2Prclinunary 1994 average: based on a,railablc data. 

1994 1 

2.8 
3.3 
0.2 

9.4 
2.5 

131.0 
141.5 
-3.7 
6.8 

89.222 

249.8 

295.2 
6.12 
5.52 
5.24 

8.34 

In their re,·icw, Directors i.:om
mended the U.K. authorities on the 
economy's impressive performance 
since the February 1993 consulta
tion. They noLed that during L 994 
the recovery gained strength and 
became better balanced, while infla
tion fell to a very low level. Direc
tors observed that policies had been 
implemented in a well-judged man
ner and partii.:ularly wdi.:omed the 
medium-tenn fiscal consolidation 
and supporting monetary policies. 
They noted, however, the declining 

3£xcluding privatization proceeds. Ounurn figures from Central Staristical Office for 
fiscal )•cars 1991/92, 1992/93, and 1993/94, and from proposed budget in Financial 
Statement and Budgtt Report for fiscal year 1994/95. 

◄second quarter of 1994. 
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Successful fiscal consolidation, Directors com
mented, would depend on holding down government 
expenditures. They emphasized firm adherenec.: to thi: 
freeze on running costs and continued progress on 
fondamental expenditure reviews. Directors agreed 
that the recent tax measures were broadly appropriate 
and strongly advised against tax cuts until public bor
rowing was firmly under control. 

Directors welcomed the firm commitment to lo\\' 
inflation embodied in the monetaiy policy framework 
adopted afi:er departure from the ER.i\1. They 
expressed satisfaction with the performance of' under
lying inflation, which had already moved into the 
lower half of the 1-4 percent target range. In this 
regard, Directors endorsed the recent increase in 
interest rares as a prudent way of heading off intlarion 
and building credibility. 

Directors also commended recent steps ro enhance 
transparency and accounrabiliry in monetary policy, 
which are particularly imporranr given rhar the au
thorities' conduct of monetary policy involves consid
erable judgment. Those steps should help co ensure 
that decisions arc guided solely by considerations of 
monetary and financial stability. In addition, Directors 
recommended that the authorities solidil)1 rheir com 
mianenr to a low and stable inflation rare and keep 
well within European Union convergence objeccives. 

In rhe area of structural policies, Direcrors wel
comed the progress in privatizing public enterprises. 
Further, although structural unemployment remai11ed 
high, they recognized the United .Kingdom's leader
ship in improving labor utilization, increasing indus
trial productivity, and gearing policy toward im
proving the process of wage determination. Directors 
suggested that further measures, including training 
programs, may be needed to alle\·iatc the remaining 
w1ernployment. 

Finally, Directors encouraged the authorities in 
their commitment to liberal trade policies and com-
1nended them for thei1· official development assistance. 
They urged that such assista.nct: be increast:d toward 
the United Nations target of0.7 percent of GDP. 

Italy 
Directors considered the 1994 Article rv consultation 
with Italy in March 1995, againsr a background ofan 
economic rcco,·ery that had accelerated while financial 
market pressures on the lira and interest rate diftcren
tials persisted. In the first three quarters of 1994, 
GDP grew by 2.2 percent over the samc period a year 
earlier. Exports continued to grow at strong rates, 
given the considerable competitivene~s gains and the 
expansion of demand in partner countries, but imports 
also picked up as domestic demand revived (Table 8). 

The economic upswing was still in its early stages at 
the time of the Executive Board discussion, and, as in 
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pa~t recoveries, it~ cflccts had yet to be retkcted in 
general labor markel conditions. Despite a continued 
fall in participation rates, unemployment rose fi.1rthcr 
in I 994 to a year average of 11.5 percent. Employ
ment continued to decline, with particularly intense 
labor shedding in the scrvici:s sector, bringing the 
cumulative loss of jobs from the pre\'ious peak at the 
end of I 991 to l.4 million, a much larger fa.II than in 
pre\'ious rcccs~ions. 

The wage restraint stemming from slack labor mar
ket conditiom and adherence to the guideline~ of die 
new collecti,·c bargaining system served to moderate 
inflation. The 12-month increase in consumer prices 
reached a low of 3.6 percent in mid-1994 bm edged 
up again to average 3.9 percent du1ing the year. 
Although above the official target of 3.5 percent, dus 
outcome was nonetheless the lowest annual rate 
recorded in 25 years. 

Private saving is estimated to ha\-e recovered in 
1994 from the historical low level reached in 1993, 
while thi: gap between public saving and investment is 
estimated to have improved marginally following d1t: 
contraction 111 public works. The external current 
account surplus is estimated to have increased slightly, 
co about 1.5 percent of GDP, while official foreign 
reserves remaint:d broadly stable as thc current 
account surplus was oftset by capital ourflows. 

ln comrast to rhc generally positive developments 
in the real economy, thc fiscal situation remained criti
cal. In I 994, the planned "pause" in tl1e process of fis
cal adjustment resulted instead in a backtracking, with 
rhc primary surplu~ falling ro l. I percent of GDP 
(from 1.8 percent of GDP in 1993). In addition, 
overoptimistic interest rate assumptions underlying 
the 1995 budget required further corrective measures 
in March 1995. Thi:se measures, and :.tronger-than
expected growth in 1995, were \'iewed-ar the inter
est rates prevailing at the time of the Board 
meeting-as sufficient co achieve the 1995 target for 
the overall balance (a deficit of some 8 percent of 
GDP) and to stabilize the debt-to-GDP ratio in 1995, 
a year earlier tl1an envisaged in the Government's 
Lliree-year plan. 

In their review, Directors noted that, O\'er the past 
year, positive macroeconomic developments had been 
overshadowed by the looming threat of a confidence 
crisis, C\'idenced by financial market anxieties. They 
stressed rhat the economic rcCO\'ery presented tl1e 
opporruniry ro restore confidence by making rapid 
:rnd durable progress in fiscal consolidation. Several 
Directors emphasized tl1ar Italy needed a binding and 
ambitious medium-term fiscal strategy. Otherwise, 
per~istcnt marker ten~ions threatened a vicious circle 
in which inflationary pressures would increase and the 
recovery could be smothered. 
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Directors welcomed the impor
tant step that had been takrn 
toward fiscal consolidation with the 
Government's corrective budget 
package. They noted that the pack
age was aimed nor only at safe-
guarding the 1995 fiscal targets, 
which were judged to be an indis
pensable minimum, bur also at 
going fi.irther, making it possible to 

stabilize the public debt as a share 
of GDP beginning in 1995, as the 
Board had recommended at the 
time of the 1994 discussion. Direc
tors welcomed the inclusion in the 
package of permanent measures 
aimed at reducing the debt-to-GDP 
ratio. This was a welcome shift from 
the heavy reliance in the 1995 bud
get on one-off measures of uncer
tain yield. 

Directors stressed the need to 
avoid slippages from the current 
targets and to take farther action co 
tackle long-standing expenditure 
rigidities. They strongly supported 
rhe Government's priority to imple
ment a major structural reform of 
Italy's public pension system. This 
reform was needed co ensure the 
system's solvency and to relieve a 
growing burden on the public 
finances. They also welcomed the 
Government's intention to advance 
the timetable for the preparation of 
the 1996 budget, along with that of 
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Table 8 
ITALY: SELECTED ECONOMIC INDICATORS 
(Ammnl pcrcmr change 1111/ess otherwise 11oted) 

Domestic economy 
Total domestic demand 
Real GDP 
Employmcnt2 
Unemploymcm (in percent of 

total labor force)2,3 
Unit labor cosrs in manufacturing 
Consumer price index 

Extemal economy4 
Export volume 
Import ,•olume 
Trade balance (in percent of GDP) 
Effective exchange rare 

Financial variables 
General government balance 

(in percent of GDP) 
Broad money (M2)S 
Six-monrh rreasury bill rare'' 
Ten-year crcasury bonds (gross)() 

1991 

1.9 
1.2 
0.8 

8.8 
7.5 
6.3 

0.1 
4.5 

-2.4 

-10.2 
8.3 

12.5 
13.3 

1992 

0.8 
0.7 

-0.9 

10.7 
3.1 
5.3 

3.8 
3.4 
0.3 

-2.4 

-9.5 
6.0 

14.4 
13.3 

1993 

-5.0 
-0.7 
-2.9 

10.4 
1.4 
4.4 

8.5 
-10.4 

3.3 
-18.7 

-9.5 
7.9 

10.5 
11.2 

Note: Data 1J1 the table reflect information available at the time of the Board 
disciMion. 

1 Estimates. 

1994 1 

2.3 
2.5 

-2.7 

l 1.5 
-1.6 

3.9 

10.4 
10.J 
3.4 

-4.7 

-9.2 
2.8 
9.1 

10.6 

2Scrics broken in L992 by methodological survey revision; pre-1992 series recon-
structed by Bank of Italy. 

3E.xclttding workers in Wage Supplementation Fund. 
➔Volumes m: cu~toms basb; trade balance is balance of payments basis. 
SGrowth rate used for target monitoring, rhar is, moving average oflast three months. 
6Pcriod average. 

the new thn:e-year plan. Directors believed that the: 
current medium-term fiscal plan was not ambitious 
enough. They advocated the acceleration of fiscal con
solidation, with targets consistent with those required 
for participation in European integration. 

tion without placing undue pressure on the external 
accounts. They viewed the depn:ciated level of the lira 
as related mainly to fiscal and political concern~ and 
agreed that the authorities should not cry to engineer 
an appn:ciation through monetary policy. In such cir
cumstances, ERM re-entry wa1, not seen co be a \'iablc 
option. 

Directors considered that the l 995 inflation target 
was beyond reach and expressed concern about the 
risk of a resurgence in inflation arising mainly from thl'. 
persistent weakness of the lira. This, in turn, rcflccted 
the market's lingering skepticism about the prospects 
for sustained fiscal adjustment, and Directors thus 
viewed rapid and visible progress on the fiscal front as 
essential to forestall an upsurge of inflation. Directors 
stressed the critical role monetary policy needed to 
play in achieving and prcserving p1icc ~rability. Thcrc 
was general agreement in the Board that, with the lira 
outside the ERM, the monetary authorities needed to 
help anchor expectations by building credibiliry for 
their commitment co price stability. Directors norc.:d 
that a strengthening of the lira would support disinfla-

Directors pointed out the importance of key struc
tural reforms that would enhance the flexibility and 
eflicicncy of the economy and increase the employ
ment content of growth. They noted that unemploy
ment had remained high even as the economy was 
recovering, with the situation in the south being of 
particular concern. Directors 11·ekomed seeps already 
rakcn w imprmc ldbor ma.rkt:L llc::-.ibiliL)', but Lhcy 
called for a bolder and more 1:omprchensive approach 
ro reducing the costs of hiring and filing, reforming 
the unemployment benefits system further, and pro
moting greater mobiliry and wage differentiation in 
the public sector. Directors also welcomed the accelt:r-
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acion of plans for pri\'atization, but they cautioned 
char this schedule needed to be consistent with the 
program's long-term efficiency goal&. 

Canada 
Directors met in May 1995 to discuss rhe ~raff report 
for the 1995 Article rv consultation with Canada. The 
discussion cook place against a background of stronger 
and more broadly based Canadian economic gmwth 
during 1994. Surging exports outpaced imports 
(Table 9), and strong growth in profits fw:lcd growth 
in nonresidential fixed investment. Also, a pickup in 
employment growth and an associated rise in con
sumer confidence led co a strengthening of private 
consumption, despite a run-up in inLcrest rare~ and 
sluggish growth in personal income. Rising interest 
rates dampened growth in residential investment, ,rnd 
fiscal restraint at all levels of government acted as .1 
brake on demand. 

The unemployment rate fell from 11.2 percent at 
the end of 1993 to 9.7 perct:nt in M,1rch 1995 a~ 
employment growth accelerated sharply. Notably, the 
increase in employment in 1994 was largely among 

Tabk 9 
CANADA: SELECTED ECONOMIC INDICATORS 
(A111111al p~rcenr chtmgc 1mlez orhc1111isc 11oud) 

Domestic economy 
Total domestic demand 
Real GDP 
Uncmplo)'ment (in percent of 

labor force) 
Real fixed investment {private) 
Unit labor costs in manufacniring 
Consumer price index (annual average) 

External economy 
Merchandise exports (f.o.b.) 
Merchandise imports (f.o.b.) 
Current accounr balance (in billion~ 

of Canadian dollars) 
Nominal effective exchange rate 

Financial variables 
General government balance 

(in percent of GDP) 
Three-month treasury bill rate 

(in percent) 
Ten-year government bond rate 

(in percent) 

1992 

0.3 
0.6 

I J.3 
-3.2 
-0.3 

1.5 

11.l 
9.1 

-26.5 
-5.8 

-7.1 

6.5 

8.1 

1993 

1.8 
2.2 

11.2 
-0.9 
-1.2 

1.8 

16.4 
15.2 

-30.7 
-5.7 

-7.J 

4.9 

7.2 

Ii.ill-time worker~, whcre,u. in tht: previous rwo years 
part-time worker~ accoumed for virtually the whole 
increase. Inflation remained low in 1994, despite tht: 
l,irge depreciation of the Canadian dollar and the rise 
in industrial product prices, mainly because of the 
sl.ick that still remained in the economy. 

The external current a..:count deficit fell sharply in 
the second half ofl 994 to 2.7 percent of GDP, from 
3.9 percent of GDP in the first hair of I 994 and 
4.3 percent or GDP in 1993. The large depreciation 
of the Canadian doll.1r since 1991., the decline in unit 
labor costs, and the cyclical recovery in the United 
St.Hes contributed to strong growth in export volume 
during 1993 and 1994. Import volume growth also 
accelerated, owing to the large import content of 
exports ( especially automobiles) and investment 
good~. 

The 1995/96 budget presented to parliament in 
February 1995 introduced measun:s t<> achieve the 
interim dcfkit target for 1996/97 that was announced 
in the previous year's budget. In particular, the mea
sures were expected to achieve a reduction in the 
deficit LO CanS32.7 billion ( 4.2 percent of GDP) in 

1994 

2.9 
4.5 

10.4 
6.3 

-1.2 
0.2 

21.0 
17.7 

-24.8 
-6.2 

-5.3 

5.4 

8.4 

1995 1 

3.0 
4.3 

9.2 
6.4 

-1.0 
2.0 

21.8 
19.4 

-15.7 

-4.4 

1995/96, .111d to CanS24.3 billion 
(3 percent of GDP) in 1996/97. 
The budget initiatives were concen
trated in the area of spending cuts, 
fo..:using 1.trgcly on business and 
agricultural subsidies. 

In their review, Directors 
observed that, since the l:ist Article 
fV consultation, Canada's eco
nomic performance had been favor
able in many areas: econom1c 
growth \\':JS robust, the unemploy
menr rate had dropped markedly, 
inflation cominued to be low, and 
there had been a significanr 
improvement in the external cur
rent account. However, they 
emphasized Lhat the fiscal situation 
continued ro be difficult despite the 
authorities' efforts. They also con
sidered that over the period ahead 
it would be importam to ensure 
char aggregate demand was kept 
within the limirs of potential out
put, so thar inf1arion remained 
subdued. 

Nore: Data in the cable reflect infom,ation available ar the time of the Board 

Directors nored rhat the mea
sures announced in the February 
1995 budget showed rhe authori
rics' commitment co rhe goal of 

discussion. 
1Projccted. 
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fiscal consolidation. However, 
rhey stressed the need for a faster 
and more front-loaded fiscal 
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consolidation effort during the current c~'clical upturn. 
In particular, Directors observed that the 1995 budget 
measures would still leave federal debt and interest 
payments at high levels, exposing the fiscal po~ition 
either to ,1dversc interest rate shocks or to .111 eco
nomic downturn . .Moreover, there was the risk thal 
the persistence of an appreciable focal imbalanl.'.e could 
erode confidence in d1c Government'!> economic poli
cies and lead to sharp increases in interest rates and 
renewed downward pressure on the Canadi,111 dollar. 
Directors advocated the i mpkmemation of additional 
adjustment measures d1at would set the debt-to-GDP 
ratio on a clear downward path and lead more rapidly 
to the aud1orities' ultimate goal of budget balance. 
Such action would strengthen market confidcm:e, raise 
d1e credibility of the authorities' l.'.ommitmem to prin: 
stability, and strengd1en national saving. 

Directors commended the authorities for their 
determined and effective efforts to reduce inflation lO 

very low levels. The}' noted, however, th,1t economic 
slack was being absorbed quicklr, \\'hile the deprecia
tion of the Canadian dollar and higher commodity 
prices could put upward pressure on domestic prices. 
Consequent!}', the)' believed that the authorities' cred
ibility and conviction lO maintain price stability \\'Ould 
be tested in the period ahead. Directors thought that 
the authorities would need to be on thcir guard co 
prevent a re-emergence of inAarionary pressures. 
Directors observed that the substantial depreciacion of 
the Canadian dollar ewer the past fe\\' years, along 
with rJ1e benefits of structural reform and low infla
tion, had enhanced competitiveness and thu~ con
t1ibuted to the improvement in Lhe e:m.:rnal cu1-renr 
account. Some Directors, noting the po~sihlc emer
gence of price pressures as a result of the lower 
exchange rate, also recommended d1at the authorities 
consider,\ propitious tightening of monetary policy to 

avert further depreciation, particul,1rly if fi.1rthcr tiscal 
consolidation efforts were nm made. 

Directors complimented the authorities on their 
ratification of the Uruguay Round agreement and 
noted chat its irnp!cmenracion offi:red chc opportuniry 
ro phase out long-standing distortions in trade and 
agriculture. However, Directors were concerned that 
import quotas on agricultural commodities \\'ere being 
replaced by prohibitively high tariffs. Direcmrs com
mended Canada's record on de\'clopment assistance, 
but d1ey expressed concern about d1e planned reduc
tions tbat were announced in d1e 1995/96 budget. 

Smaller Industrial Countries 
During the financial year, the Fund rnncluded Arti
cle IV consultations with l 3 of the 16 smaller indus
trial countries. In all except GreeCI.:, which was still 
experiencing stagtlation at the time of the Board dis
cussion, fuirly robust recoveries werc finally under 
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way. Among the countries enjoying strong gro\\'th, 
New Zealand stood out as exemplif)•ing the benefits 
that could be reaped through a fondamental reorienta
tion of macroeconomic policies and restructuring. 

J n their consultations, Directors commended many 
countries for making l.'.Onsiderable progn::ss wward 
price ~tability under gcnerally successful monetary 
policies. For the two countries that were well into 
their e\pansiom, Allstralia and New Zealand, Direc
tors welcomed tighter monetniy conditions. For most 
of Europe, Directors noted that, with the strcngthcn
ing of economic activity, monetary policy \\'as entering 
a more difficult phase in 11 hich tightening of the mon
etary \tance might be warranted lo keep inA.1tion low 
or on a dowm,ard path. Din:ctor.s advised the Swedish 
authorities that their h.ird-won !,rains in reducing infla
tion should be safeguarded. This was a prerequisite for 
interest rates to fall from their high levels and thus ro 
contribute to durable growth. Directors supported the 
Greek authorities' focus on reducing inflation bur 
\\'arncd that monetary poliq 1 alone, in the absence of 
credible.: fiscal actions, could not secure their inflation 
objectives for long without significant costs co the 
economy. 

Although the fiscal situation and outlook were of 
particular concern in Greece and Sweden, Directors 
urged most other countries also to take advantage of 
their expansions to strengthen fiscal consolidation. 
Sharply higher debt-to-GDP ratios were frequently 
cited a.-. adverse!)' .,ffecting interest rates and impeding 
investment and growth. \iVhilc welcoming d1e .rnthori
ties' announcements of fiscal tightening, in most cases 
Directors recommended that greater cffcJrts be under
taken to scale back public sccror ll'age bilb, income 
rransfcrs, and subsidies to agriculture and industry. 

Sc,·cral other structural reforms were seen ,ls key to 

underpinning gro11 th prospects. Vlidesprcad and per
sistent unemployment problems, which for the first 
time in decades hadl emerged, even in Switzerland, led 
Directors m stress the need for labor market reform~ 
in all consultation~ c:xcept those for Ne,, Zealand, 
where reforms had olready been implemented, and 
Portugal, where bbor market flexibility had resulted in 
much !owe,· unemployment rates than elsewhere in 
Europe. Far-reaching social ,ecuriry system reforms 
were recommended for the Netherlands and Sweden, 
and privatization was encoumged in Australia, Greece, 
and Portugal. 

On the external front, fe11 common d1emcs 
emerged, beyond encomagemcnt for foster trade pol
icy liber;ilization in areas where etlcctil't: protection 
renrnined high. 

As regards exchange r,lte policy, Directors' ,1dvice 
f<>r the 1110s1 part was tailored to the circumstances or 
individual countries, although the link II ith strong fis
t:al policy was stressed in several discussions. For 
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Table 10 
NETHERLANDS: SELECTED ECONOMIC INDICATORS 
(A11n11al percent chnt1ge 11111-ess otlJenpise noted) 

Director~ welcomed ~tep~ to 
enhance the independcncc <>f rhc 
central banks in Gn:ece and Spain. 

Netherlands 
1992 1993 1994 1 1995 1 

Early in May 1995 Director~ 

Domestic economy 
Domestic demand 
Real GDP 
Unemployment rate {in percent) 
Consumer price index 

External economy 
Exports of goods and 

nonfactor services 
Imports of goods and 

nonfacror services 
Current account babnce 

1n billions of guilders 
ln percent of GDP 

Real effective exchange rate2 

Financial variables 
General government balance 

(in percent of GDP) 
Gross fixed investment 

Money and quasi-money (M3H)3 
Interest rares (percent a year, 

period averages) 
Mone)' market rate 
Government bond ><iekl 

l.2 
1.3 
6.6 
3.2 

2.5 

2.7 

20.0 
2.1 
2.1 

-3.9 
1.0 
6.1 

9.3 
8.1 

-0.5 2.0 
0.3 2.4 
7.6 8.7 
2.6 2.8 

1.7 5.6 

0.2 5.2 

17.5 20.9 
3.1 3.5 
1.7 0.6 

-3.2 -3.6 
-2.3 2.5 

7.6 0.4 

7.1 5.1 
6.5 7.2 

2.8 
3.0 
8.6 
2.5 

5.5 

5.4 

21.5 
3.4 

-3.5 
5.8 

reviewed t.he Dutch economy. Fol
lowing a mild recession in 1993, 
1.he onset of recovery in continental 
Europe had led to a sharp incn:a~e 
in Dutch exporu followed b)• a 
broadly ba~ed strengthening of eco-
nomic activity in 1994 (Table 10). 
Inflation remained low. Wage mod
eration had helped to contain the 
decline in competitiveness in a 
period of suong appreciation of the 
guilder. Total employment, which 
had virtually stopped growing in 
1993, began to recover in 1994, 
and unemployment declined some-
what in the course of the year. 

Fiscal consolidation had reduced 
the general government deficit to 

Note: Dara in the table reflect infom1ation available at the time of the Board 

a level well below d1at of the be
ginning of the 1990s. Monetary 
policy, devoted to maintaining a 
tight link with the deutsche mark, 
had succeeded in keeping the 
guildcr/dcur~che mark rate \\~d1in 
narrow band~. Long-term interest 

discussion. 
1 Estimates or projections. 
l IMF Information Notice System, consumer prices. 
3Harmonized M3 (based on ~tandardized European Union concepts). 

example, Directors advocated the urgent adoption of 
fundamental fiscal measures in Spain co ~1lkviate 
exchange market tensions and :.harp increases in long
term interest rates. Similarly, the weakness of the 
krona and high domestic interest rates were traced to 
Sweden's large budget deficit, an explosive increase in 
the public debt, and the resulting high debt-to-GDP 
ratio, requiring a forceful, convincing, and sustained 
policy to achieve fiscal consolidation as early as possi
ble. In the case of BclgitLm, Directors noted that 
reducing the high public debt level would ma.kc the 
economy less vulnerable to adverse shocks and 
enhance the credibility of the exchange rate link with 
the deutsche mark. For Finland, in particular, there 
was considcrabk discussion of Lhe right exchange rate 
poswre, given the unevenness of Finland's recent 
recovery. Pressure on the drachma was seen as a warn
ing signal that Greece's fiscal and monetary policies 
were unsustainable. 
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rate~, and die exchange rate in 
terms of the deu t~chc mark, had 
remained ~table during ,1 period 
of exchange rate turbulence in 
February-March 199;;_ The current 
account had also remained stable-

in substantial ~urplus (about 3 percent of GDP)-in 
recent years, ha,·ing shown little variation over the 
business cycle. 

In their discussion, Directors welcomed Lhe robust 
recem economic performance of the Netherlands and 
commended the authorities for the strong policy cred
ibility they had established. Growth had picked up, 
the guilder had been unaffected by exchange market 
tensions, and the budget deficit had been lowered. 
Despite these successes, Directors expressed a number 
of concerns: the ra rim of fiscal deficit and public debt 
ro GDP needed to be reduced further; the burden 
ari~ing from large public expenditure, especially for 
social ~ecuricy, was still heavy; unemployment 
remained high, and labor participation rates relatively 
low; ,rnd labor and product markets remained subject 
to many 1igidities. 

Direcmrs supported che authorities' monetary pol
icy objective of price stability through the linking of 
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the guilder co the deutsche mark. Financial markets 
had not questioned the guilder's strength, even during 
times of turbulence, and interest rates in the Nether
lands were among the lowest in Europe. Saving in the 
Netherlands was high, Directors remarked, and the 
economy continued ro run sizable external account 
surpluses. 

As regards fiscal policy, Directors commended the 
authorities for their program aimed at ,1 decrea.sing 
trend in expenditures over the medium term, in par
ticular in the area of social spending. On this basis, 
both a reduction in the fiscal deficit and some .lower
ing of the burden of taxes and social security charges 
were expected. Directors stressed, however, that the 
authorities must stick firmly to the program of curtail
ing expenditures and resist pressure.s co dilute it. 
Pointing out that the 1995 fiscal poli,y objectives 
were not particularly ambitious during a phase of eco
nomic upswing, speakers generally urged the authori
ties to let auromatic stabilizers work and tO use the 
higher tax revenues resulting from the faster-than
assumed growth to reduce the deficit and the debt-to
GDP ratio further rather than to cur taxes. 

Taking advantage of the opportunity to cut the 
deficit and lower debt while:: economic gro\\'th wai. 
strong would be important not only to ensure confi
dence but also to prepare for the longer-run fiscal 
pressures arising from the aging of the population. 
Although a lo\\'cring of the high burden of taxe~ and 
social security charges was desirable, such steps 
required a lasting further reduction in ~pending. 

Directors observed that the gencrou~ welfare sys
tem and high tax and social security wedge inhibited 
the fimctioning of the labor market, especially among 
lower-paid workers. Although they welcomed the 
planned reduction in tax and social security contribu
tions, they supported the view that stronger mea~urcs 
would be necessary to lower labor costs through addi
tional cuts in social benefits. Directors also urged fur
ther reforms in collective bargaining arrangements to 

help improve the functioning of the labor markets. A~ 
for other structural policies, Directors welcomed the 
adoption of a medium-term program of deregulating 
product markets, observing that regulations bore espe
cially heavily on the nontradabk goods sector, keeping 
invesoncnt there low. 

Directors commended the authorities for maintain
ing their high level of assistance m de,·cloping coun
tries and to the former centrally planned economies. 

New Zealand 
Starting in the mid-1980s, New Zealand embarked on 
a comprehensive reorientation of macroeconomic 
policies and economic restructuring. Wage and price 
controls were removed, the exchange rate was noatcd, 
financial markets deregulated, agricultural and export 

ARTICI F I\ ( ON\L IT \TION\ 

wbsidies eliminated, a broad value-added ta:- (VAT) 
introduced, m,1rginaJ income tax rates reduced and 
harmonized, commercial public sector activities pri
vatized and the core public sector reorganized, gov
ernment ,\Ccouming practices improved, import 
protection significantly reduced, monetary policy 
restructured, and labor market~ libc:ralized. When the 
Board met in July 1994 tO discuss New Zealand's 
Article IV comultation, the country appeared to be 
reaping the rewards of its decade-long efforts. 

Strong growth had been evidcnr for two years, with 
GDP increasing an estimated 5 percent in 1993/94 
while inflation remained low (Table 11 ). The higher 
rate of growth had already brought sc,·eral important 
benefits. The fiscal position had reached balance three 
years earlier than anticipated, ;md employment had 
grown rapidly, reducing the still relatively high rnte of 
unemployment. Despite the strenb''th of domestic 
demand, New Zealand had maintained an inflation 
rate among the lowest in the world. Moreover, the 
external current accouJ1t deficit had remained belo" 
2 percent of GDP, and the external debt ratio had 
begun tC> decline. While Directors welcomed these 
developments, they nored that a number of challengc5 
remained: the external environment might not remain 
as favorable as it had been in the recent past, net pub
lic and total external debt remained high, and unem
ployment was likely to come down c>nly gradually. 
Directors encouraged the authorities to perse,ere with 
the coherent and consi~tent implementation of the 
ba~ic policy strategy that wa~ already in place by main
taining price 5tability, proceeding with fiscal consoli
dation, ~ateguarding the enacted structural reforms, 
and making continued progres~ toward completing 
the reform proccs~. 

The Board noted the rapid improvement in the fis
cal position and endorsed a plan of rhe Government 
to run fiscal surpluses in order ro reduce outstanding 
public debt. Improving the debt position would 
strengthen both the country's external credit standing 
and its fiscal position, which was particularly impor
tant given the demographic trends likely alter tl1e first 
decade of the next century. Some Directors believed 
that it might be necessary to keep firm control over 
expenditure to achieve the fiscal objecriYe, in the near 
term, and to delay any ra:-. reduction if the fiscal po~i
rion failed to improve a~ expected. At the same time, 
they noted that there would be room tO reduce taxes 
evenruall)', and the prospect oflowcring tax rates m 
fi.1rthcr enhance economic efficiency was r,1iscd. Direc
wrs welcomed the aims of the recently enacted Fiscal 
Responsibility Act. On the expenditure side, they also 
welcomed the changes in the welfare system and the 
increased efficiency of government c.leparrments. 

The Board believed that the moneta1y policy frame
work, based on the Reserve Bank Act of 1989 and 
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Table 11 
NEW ZEALA,~D: SELECTED ECONO~UC lNDJCATORSI 
(A11111111I percent clJnnge 1111/css otlm111isc noted) 

dli:ctin: prot1:ction continued in .l 

tcw scmitive sectors. The Board 
urged tht: authoritie~ to use the 
opportunity of the 1994 tariff 
review to announce plans for com
pkting the t~dc liberalization 
proces:,. There \\'a5, also, ~omc 
questioning of the role of the agri
culturnl marketing boards, with 
Directors believing that climin,lting 
the remaining statutory export 
monopolies would !cad to gn:.ner 
product innov,1tion ami a higher 
lcvcl of investment in the agricul
tural scctor. 

1990/91 1991/92 1992/93 1993/942 

Domestic economy 
Domestic demand 
Real GDP (cxpcndirure) 
Real gross fixed investment 
Unemployment rate (in percent) 
Consumer price index 

External economy 
Exports (in percent of GDP) 
Imports (in percent of GDP) 
Current account balance 

(in percent of GDP) 
Exrcmal debt (in percent 

of GD!', end of period) 
Debt-service ratio 
Real effective exchange rare 

(1980=100)3 

Financial variables 
Adju~ced government balance 

(in percent ofGDP)5 
Broad money (in percent, year 

on year) 
Interest rates 

Bank bills (90-day) 
Governmenc bonds (five-year) 

-1.6 
0.2 

-2.1 
9.9 
5.5 

21.0 
18.9 

-2.J 

83.5 
12.2 

109 5 

-3.5 

12.8 

I l.9 
11.4 

-6.4 
-2.9 

-16.0 
11.1 

1.7 

22.9 
18.0 

-2.I 

84.5 
13.7 

104.3 

-3.3 

11.3 

7.3 
8.6 

3.8 
0.8 
7.0 

10.2 
I.I 

24.3 
19.7 

-1.5 

86.4-
13.2 

94.3 

-2.4 

8.4 

7.2 
7.2 

6.1 
5.2 

15.4 
9.1 
1.6 

23.7 
20.2 

-1.7 

78.4 
11.7 

101.84 

0.6 

5.24 

5.4 
6.0 

Director~ welcomed the chance 
to revicw New Z.:aJand\ progress 
111 transforming its economic a_nd 
government instirutioni>. They rec:
ogniLcd that many chalknges 
remained but expressed c:onndenct 
that the ,\uthorities wen: on the 
right long-term path. Ne,1 
Zeal.md'l> experience was being 
watched closely by other membi:r 
governments for lessons on what 
clements of the reforms seemed 
appropriate tclr their economies. 

Note: Data in the rablc re.fleet information availabk at the rime of the Board 
Norway 
Directors met in February 1995 ro 
discus~ Norn ;1y's Article IV consul
t.it.ion. At that time, a robust recov
ery in the mainland economy (rhat 

discussion. 
1 Fiscal y~-ar~ ending March except where noted otherwise. 
lfatimarcd. 
•1Calcndar-ycar average. 
~March-en-February percentage change. 
5£xcluding lending minus repayment plus, since 1991, [he proceeds from rhe sale of 

Crown forestry asscti. and unrealized toreign exchange gains. 

i.s, acti,·itie~ other than petroleum 
extraction and ocean shipping) had 
been firmly under way for over a 

a srtem of policy target agreements, had been effoc
tive in delivering low inflation, ,\!though questions 
remai11ed about the effectiveness ofintlation targeting 
in different cyclical cirncmstanees. Wirh the economy 
growing su·ongly and the Re.serve Bank forecasting 
inflationary pressures, Directors viewed the upward 
movement in interest rates as broadly appropriate. 

New Zealand's bold program of srruccural reforms, 
it was noted, had increased the produnive potent.ial of 
the economy. Directors emphasized in particular the 
far-reaching l.\bor market reforms, which were seen as 
contributing to potentially more rapid productivity 
and employment growth, and to a lower le, el of 
uncmployment, in the future. 

On the external side, while major steps had been 
taken to liberalize rhe tradt regime, high rates of 
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year. With oil and g<1.s production 
continuing tO rise, the Ol'Crall econ· 

omy was also growing brhkly. 
Following J sharp boom and bust as~ociated with 

financial dercgul.\t.ion ,md oil-related shocks in the 
l 980s, Norwa~•'s economic performance recovered 111 

1993, driv<:n by increases in private consumption ,md 
traditional, non-oil exports a.swell as by continued 
increase, in petroleum production (Table 12 ). In 
response, private sector c111ploymc11t growth resumed 
after a lengthy period of c;tagnation, and unemploy
menr was somewhat reduced from its historic highs of 
rccenr year~. lnflJt..ion, which for some years lud been 
below the .werage among Norway's trading p.1nner,, 
wru. reduced ~till fi.1nher to bclo" 2 percent, and the 
current account rem,lined in comfortable surplm. 

Underlying the favorabk macroeconomic picture, 
however, ll'cre J number of \tructural issues, particu-
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larly related to the rapid growth of 
the oil and gas sector-by 1993 
Norway had risen to be the world's 
fourth-largest oil exporter. 
Although this growth had brought 
significant benefits, the use of oil 
revenues to finance substantial 
increases in public employment had 
helped to crowd out mainland busi• 
ness activity, and the dependence of 
the economy and the budget on 
oil-related revenues carried with it 
continuing vulnerability to large oil 
shocks. 

In their review, Directors com
mended the Norwegian authorities 
on their economy's recent favorable 
performance and welcomed the 
economic policies that had con
tributed positively to those develop
ments. Supported by a shift toward 
fiscal tightening, monetary policies 
geared toward exchange rate stabil
ity had fostered wage moderation, 
declining inflation rates, and 
improving cost competitiveness. 
With continued nxovcry in the 
international economy, the short
term prospect w.1s for continued 
output expansion. 

Directors vie;:wed Norway's pol
icy chalknges as being to ensure 
that domestic dt:mand expanded at 
a sustainable pace and to fo~ter 
noninflationary, employment
generating growth over the long 
term. Policy should, therefore, 
continue to focus on restraining 
domestic cost pressures, creating 
conditions conducive;: to investment 
in the mainland business sector, and 
enhancing the economy's capacity 
to withstand oil-related shocks. 
Directors commented on the 
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Table 12 
NORWAY: SELECTED ECONOMIC INDICATORS 
(A11111111/ pcrwu chn11gc 1mltss otherwise 11ored) 

Domestic economy 
Dome::stic demand 
Real GDP 

Mainland GDP 2 

Unemployment 
(in percent of labor force) 

Consumer prices 

External economy 
Exports of goods and services 

(volume change in percent) 
Oil and ga~ 
lmports of goods and services 

(\'olumc change in percent) 
Current account bal:im:e 

(in percent of GDP) 
External debt (in percent 

of GDP) 
Real elfecth·e exchange racca 

Financial variables 
General government balance 

(in percent of GDP) 
Gross fixed iavcstmcm 

(volume change in percent) 
Broad money~ 
lntere~t rates (in pem:nt) 

Money market rate 
Government bond yield 

1991 1992 

-1.5 0.9 
1.6 3.4 

-0.6 2.1 

5.5 5.9 
3.4 2.3 

6.1 6.2 
17.0 10.8 

1.7 2.8 

4.8 2.6 

10.7 9.3 
-2.4 0.5 

-0.2 -2.3 

1.7 4.5 
10.7 7.3 

10.6 13.7 
9.9 9.8 

1993 

3.2 
2.3 
2.0 

6.0 
2.3 

1.8 
5,8 

3.3 

2.3 

7.9 
-2.3 

-2.6 

15.2 
0.6 

7.6 
6.5 

Nore: Dara in the table reflect information available at the time of the Board 
discussion. 

l()llicial estimates and projections as of December 1994. 
1E,..cludcs items related to petroleum exploitation and ocean shipping. 

1994 1 

3.2 
5.5 
3.5 

5.5 
1.4 

8.9 
17.3 

6.2 

3.0 

0.3 

-0.9 

1.0 
7.6 

6.05 

8.66 

3Bascd on relative normalized unit labor costs; 199'1 figure is an average for January
No,·embcr 1994 compared Mth 1993 average. 

4Twclvc-month percent change, end of period, cxcepr 1994, which is cnd-Scpcembcr. 
soctober 1994. 
6Nowmbcr 1994. 

increased uncertainty of Norway\ longer-term 
prospects fr>llowing the November 1994 decision not 
to accede to the European Union. Many speakers also 
referred to the se1ious strucniral problems in the econ
omy associated with the high level~ of protc:ction, sub
sidies and transfer payments, J very large public sector, 
and the gradual depletion of oil and ga~ resource~. 

such adju~m1cm because oil and g~ reserves would 
begin to Jc:clinc just when large pension commit
ments, associated with an aging population, would 
start to fall due: in the next century. Although wel
coming the Norwegian ,1urhoritic:s' emphasis on 
c:xpc:nditun: resu-aint, these Directors recommended 
scaling back-well beyond cun-ent plans-the extt::n
sin: subsidies to agriculrnre and industry, as well as 
restraining public sc:cror emplo)•ment :md transfers co 
households and local authoritie~. The high b·el of 
taxation added further emphasis to the importance of 
npenditurc restraint, c:ven though some Directors sa,, 

While welcoming the ~hift in thl· fiscal stance in 
1994 that followed several )'l':tn, of expansionary poli
cies, many Direcwrs noted the need for further fiscal 
adjustment in the next few year~ tu ensure a sw,tain
able wealth position. Thcy stressed the importance or 
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Table 13 
PORTUGAL: SELECTED ECONOM1C INDICATORS 
(Am111a/ percmt change 11utess other1Pise noted) 

Domestic economy 
Domestic demand 
Real GDP 
Unemployment rate 
Consumer price index 

External economy 
Expon volume 
Lmport volume 
Current account balance 

In billions of U.S. dollars 
In percent of GDP 

Overall balance (in billions of 
U.S. dollars) 

Real effective exchange rate 
(CPI-based, 1990 = 100) 

Financial variables 
General government balance 

(in percent of GDP) 
Gross domestic saving 

(in percent of GDP) 
Gross investment 

(in percent of GDP) 
Broad money (M2, 

in billions of escudos) 
Liquidity of residencs 

(in billions of escudos)S 
Interest rates 

Overnight rate 
Treasury bill rate (6-monch)7 

1991 1992 

3.9 
2.2 
4.l2 

l l.4 

1.1 
7.1 

-0.7 
-0.9 

5.8 

106.8 

-6.5 

24.3 

27.3 

7,804 

8,189 

18.6 
18.2 

3.9 
l.5 
4.l 
8.9 

7.4 
18.4 

-0.2 

116.5 

-3.5 

25.0 

27.9 

9,057 

9,231 

14.2 
15.6 

1993 

-1.l 
-1.0 

5.5 
6.5 

-1.8 
-5.4 

-0.4 
-0.5 

-2.7 

111.6 

-7.3 

22.9 

26.2 

9,747 

9,843 

11.2 
10.6 

1994 1 

0.0-1.0 
0.5-J .5 

6.73 
5.5-6.0 

3.5-5.5 
0.5-2.0 

104.63 

-6.9 4 

11.86 

12.36 

cessful to dace and was well under
stood by market participants and 
social partners. Mose speakers did 
not support the view that the 
announcement of an inflation target 
would add clarity to monetary pol
icy implementation. 

As regards strucmral issues, 
Directors emphasized improving 
the functioning of the labor marker 
through measures ro reduce non
wage costs and encourage work
seeking behavior. They noted 
that the bank rescue operations 
mounted in 1991 had been success
ful and that the banks had been 
brought back to profitability. Direc
tors urged the authorities to repri
vatize the commercial banks more 
rapidly and completely than envis
aged, while strengthening supervi
sion over financial institutions. In 
light of orway's high level of pro
tection for domestic agriculmre, 
Direccors urged the authorities ro 
view as a minimum their commit
ments in the agricultural area w1der 
the Uruguay Round agreement. 

Directors commended Norway's 
continued commitment co official 
development assistance, which 
amounted to ] . I percent of GDP in 
1994, among the highest ratios in 
the industrial countries. 

Note: Dam in the table reflect information available at the time of the Board Port11,gal 
discussion. Directors met i11 August 1994 ro 

IRcvised central bank projections, unless otherwise noted. 
1Thc figure for J 991 is not comparable tO later years due to a change in the survey 

method. 

discuss Portugal's Article IV consul
tation, which took place amid signs 
of a turnaround in business and 
consumer confidence, fueled in pan 

3Junc 1994. 
~ 1994 Budget. 
5Llquidity of assecs held by nonfinancial rcsidcncs is the sum of M2, contingent 

liabilities, treasury bills, and CLIPS (a type of government bond). 

by indications of a strong pickup in 
export orders in early 1994 as 
Europe moved into recovery. 6July 1994. 

7Gross ofa withholding tax of20 percent, introduced on May 4, 1989. 

room for a restructuring of the tax burden co secure a 
more efficient system. 

Direcrors noted that the authorities' new guidelines 
on monetary and exchange rate policies-with the 
scared aim of exchange rate stability against European 
currencies, but without a commitment ro defend spec
ified parities-essentially continued the approach fol
lowed after delinking from the European currency 
unit (ECU) in lace 1992. This approach had been sue-
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Portugal had entered the reces
sion later than its European part
ners. Nevertheless by mid-1994, 

projections were envisaging recovery in output begin
ning in the second halfof d,e year (Table l 3 ). During 
199 3 a growing slack in the labor market had 
markedly affected wages, with reported settlements in 
the private sector down to about 7 percent from 
15 percent in 1991. Consumer price inflation had 
also continued a declining trend from double-digit 
levels in 1989-91, dropping to below 6 percent by 
mid-1994. 
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ln the external sector, the general upward trend in 
Portugal's export shares had weakened slightly during 
1993, but imports had also fallen, and the current 
account continued to be fairly close to balance. How
ever, the overall balance of payments registered a siz
able deficit in 1993 as short-term private capital 
outflows (S3.1 billion) outweighed continued strong 
net in.flows of foreign direct invesanent ($1.2 billion) 
and an increase in government net borrowing from 
abroad. Fiscal performance had sharply deteriorated in 
1993. Most oftl,is deterioration reflected noncyclical 
problems, including increased capital expenditures, 
worsening social security finances, and weaknesses in 
tax administration. As a result, the 1994 budget 
approved in December 1993 envisaged constrained 
spending and firm control over the public sector wage 
bill. (Data available subsequent to the Article rv dis
cussion indicated that tl,e outturn for 1994 was better 
tl1an had been anticipated.) 

After a turbulent first year of ERM membership, 
tl,e escudo remained fairly stable in the year from 
August 1993, following the general widening of the 
ERM margins. Ratl,cr tl1an use the wider margins to 
respond to bouts of exchange rate pressure, however, 
the monetary authorities raised interest rates and 
intervened in the market. At times, this policy led to 
sharp increases in interest rates-to over J 4 percent in 
spring 1994 as markets tested the authorities' resolve. 
Tensions had abated considerablv bv Julv 1994; the 
escudo strengthened by about 11/2 pcrc~nt from mid
J unc, while overnight interest rates fell to below 
11 percent by early August. 

In their discussion, Directors welcomed Portugal's 
aim of returning to a medium-term path aimed at real 
and nominal convergence with European partners that 
had been pursued since the early 1990s. This strategy 
had been partially derailed by the severe recession in 
1993 and turmoil within the E!Uv\. As a result, 
altl1ough d1ere had been a welcome reduction in infla
tion, including in tl,c most recent data, tl1e fiscal posi
tion was notably weaker tlian originally envisaged, and 
tl1ere bad been recurrent exchange market tensions. 
Directors pointed out that tl,e recovery elsewhere in 
Europe, signs of which were beginning in Portugal, 
offered an opportunity to press ahead with the 
planned fiscal consolidation and make further progress 
on inflation. This, in turn, should help to bring down 
interest rates and speed economic recovery. 

Directors generally emphasized that the authodties 
should case the burden on monetary policy through 
faster fiscal consolidation than currently envisaged, 
together witl1 greater wage moderation and pursuit of 
structural reforms. They observed that exchange rate 
stability was a crucial plank in tl,e anti-inflationary pol
icy, and most agreed that this should continue to be 
the focus of monetary policy. Ir would be important 
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that competitiveness not be compromised, and the 
continued strength of external accounts was encourag
ing in that regard. 

Directors stressed that inflation and labor cost 
increases should be brought down rapidly to tl1c levels 
in other ERM countries; in addition to continued 
wage moderation in tl1e public sector, it would be 
important tl1at any broader agreement on incomes 
incorporate a further slowdown in wage increases in 
1995. Directors commended die labor market flexibil
ity that, at the height of the recession, had resulted in 
much lower unemployment rates in Portugal than 
elscwhcn: in Europe. As regards other structural poli
cies, they supported further progress in privatization 
and continued financial liberalization. 

For 1995 and beyond, Directors were of the view 
that fiscal adjustment should be more front-loaded, 
with significant progress toward tl,e medium-term 
goal for tl,e fiscal deficit. On expenditures, Directors 
advised restraint on current spending to make room 
for expected higher capital expenditures. On the rev
enue side, Directors urged the autl,oritics to improve 
underlying weaknesses in the areas of tax administra
tion and social security. 

Developing Countries 
Nearly one hundred Article IV consultations with 
developing countries were held by the Executive 
Board dwing the year. Directors commended many 
countries-ranging from newly industrialized to low
income-for the significant advances they had made in 
macroeconomic and structural reforms, often with the 
financial support of the Fund. Directors were encour
aged by the achievement of, or progress toward, sus
tained economic growth and external viability in many 
coL1ntrics. Most countries, however, required some 
furtl,er macroeconomic and structural adjusm1ent, and 
a strong aggregate performance masked considerable 
diversity. (For a description of policy issues in tl1e CFA 
franc countries sec Box 9.) 

Foremost among the policy requirements for sus
tained gro,vrh was the creation, and maintenance, of a 
stable macroeconomic cn\'ironmcnt, although Direc
tors noted in tliis regard that the implementation of 
monetary and fiscal policy was frequently uneven, 
which fueled uncertainty and discouraged saving and 
investment. 

In their discussion of stabilization efforts, Dirccrors 
frequently stressed the importance of prudent fiscal 
policies, which they considered viral for the preserva
tion of macroeconomic stability. In many countries, :1 

substantial improvement in public sector saving was 
needed ro pur growth on a firmer basis, and Directors 
:ilso stressed the importance of moving toward fiscal 
balance. Together with measures in other areas, fiscal 
consolidation, especially when front-loaded, was seen 
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Box 9 

COMMON POLICY ISSUES IN THE CFA FRANC COUNTRIES 

I.Ji November 1994, Directors discussed 
the common policy issues fuced by the 
CFA franc counrries in connection with 
designing adjustment programs, and 
considered the implications ofregional 
policy coordination and common cur
rency arrangements. The CFA franc is 
Lhe currency of 13 of the 14 countries in 
the CFA franc zone: Benin, Burkina 
Faso, Cote d'Ivoire, Mali, Niger, Sene
gal, and Togo, which arc members of 
Lhe West African Economic and Mone
tary Union (WAEMU); and Cameroon, 
the Central African Republic, Chad, the 
Congo, Equatorial Guinea, and Gabon, 
members of the Central African Eco
nomic and Monetary Community 
(CAEMC). The Comoros, which uses 
the Comorian franc, is not a member of 
a monetary wtion. 

fiscal and external ,~ability, and greater 
regional economic integration. Encour
aging signs in some coumrics included a 
drop in inflation, which had soared fol
lowing devaluation; the resurgence of 
economic growth and export activities; 
and the return of flight capital. There 
had also been a srrong improvement in 
the net foreign asset positions of the 
Cenrral Bank ofWcsr African States 
(BCEAO) and the Bank of Central 
African States (BEAC), the zone's two 
central banks. 

cor would be critical in rostering private 
sccror growth, reforming the financial 
sector, and achieving internal and exter
nal financial viability. Rigorous and 
transparent systems for conrrolling pub
lic expenditures and stricter wage 
restraints were needed, and priorit1• 
should be given to spending for urgent 
social and investment needs. Directors 
urged countries to press forward ,vith 
civil service reforms. 

The CFA countries would need to 
simplif)·, rationalize, and lower taxes on 
foreign trade, while reducing exemp
tions, fighting fraud, increasing collec
tions, and shifting progressively from 
trade ta.xcs to broadly ba5ed domestic 
tal(es. Di rectors considered that steps to 
improve rax administration and preserve 
the revenue base would be ncccssary10 
facilitate such a shift. The Fund would 
provide technical assistance to help the 
CFA franc countries broaden their ta.x 
base. 

Din.:cwrs observed that comprehen
sive adjustment programs and the deval
uation, in January l 994, of the CFA 
franc had provided CFA franc countries 
with an unprecedented opportunity to 
achieve sustainable economic growth, 

Dirccrors underlined the need for 
countries to implement adjustment pro
grams vigorously, emphasizing financial 
srabilization and srructural reforms, so as 
ro derive the most benefit from regional 
economic recovery and integration. They 
noted that countries' dilfcrent situations 
would have to be taken into account in 
designing indi,,idual programs. 

Fiscal Adjustment 
The reduction of fiscal deficits and of 
imbalances in the public enterprise sec-

To achieve objectives in the financial 
sector, such as market derermination of 

as key to tht: success of efforts to foster economic 
growth by lowering inflation and bringing about a 
durable reduction in domestic and external imbal
ances. Furthermore, over the medium term, a 
strengthening of the fiscal position allowed room for 
growth of the private sector. On occasion, for certain 
countries, Directors cautioned about a buildup of the 
public debt, which, if not curbed, could weaken confi
dence, with adverse effects on inrernarionaJ rescr\'es 
and the economy in general. 

On the revenue side, Directors urged country 
authorities to monitor developments closely .rnd ro be 
ready to implement contingency measure~, if necessary. 
In many cases, they recommended broadening the tax 
basc, improving tax administration, and reducing tax 
cxcmptions. They also considered that strict control of 
government expenditure and the avoidance of unbud
getcd outlays were essential, and they supported a cau
tious stance of wage policy in the public sector. 
Directors also stressed that the quality of tl,e spending 
must be ensured and underscored tl1at, in curtailing 
expendintre, the authorities should make efforts ro 
redirect expenditure fi-om unproductive uses ro priority 
economic and social services. In some cases, the Board 
welcomed a reduction in military cx:pendinire. 
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Din.:crors further considered that fiscal action 
should be supported by appropriate monetary policies, 
often with additional steps to liberalize the financial 
system. Where they recommended a change of stance 
of monctaiy policy in order to realize macroeconomic 
objectives-in particular, that of controlling rhc rate 
of inflation-it \\'as usually in the direction of tighten
ing. For some countries, howe\'cr, restrictive fis.:al and 
monetary policies should be supported by supply-side 
policies ro strengthen growth and employment. 

Board members notcd that strong private capital 
inflows had complicated the management of monetary 
and exchange rate policies in many COU11t1ics and had 
led to a marked ,1ppreciation of the real effective 
exchange rate. They pointed out that sterilization of 
large capital inflows could put upward prcssure on 
domestic in tercst rarcs. 

for several countries, Dirccrors caJlcd t<:>r moves 
coward a more market-oriented monetary policy, 
including market determination of interest rates. In 
some cases, rhis would need to be implemented over 
the medium term. They emphasized the importance of 
positi\'c real interest rates for mobilizing the SJ\'ing 
and irwcstmcnt critical for development. Directors also 
spoke of the need to liberalize credit and to encourage 
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interest rates, the developmenc of 
instruments for indirect monetary con
trol, and the ability to respond to surges 
in bank liquidity, Directors observed 
that countries would have to act deci
sively in addressing the problems of 
financially discrcsscd banks. They 
would also need to del'clop regional 
money and interbank markets and a 
broadly based market for government 
securi tics. 

Srructural Reforms 
Directors stressed the necessity of fur
reaching structural reforms to ensure 
durable recovery and economic 
diversification and emphasized the role 
of the World .Bank in assisting in the 
design and implemenration of such 
reforms. Countries needed to move 
swiftly tO restructure or privatize 
public enterprise~ and eliminate monop
olies, but they should not allow prob
lems in this area to hamper fiscal 
adjustment and private sector cxpan
s.ion, or put the banking system at risk. 
The strengthened procedures for bank 
supervision would have to be followed 
while countries took care to avoid 

ARTICLE IV CONSLILT.-\TION'i 

subsidized lending and stare inccrven
cion in the banking system. Greater flex
ibility with rcspecr co wages and hiring 
practices would fucilit:ite adjustment to 
external shocks, but it was recognized 
that staffing curs in public enterprises 
and the civil service had social costs and 
would ncccssitare scvcr311cc payments 
and training programs. 

OLher Issues 
Directors commended efforts 10 
accelerate economic and monetary inte
gration in the CFA franc countries. 
lntrazon.: trade was expected to 
increase with further economic liberal
ization in individual countries and 
cftorts by the rwo monetary unions to 
establish a common external tariff, 
remove inrrazone tr:ide barriers, and 
harmonize members' domestic tax 
systems. 

Directors welcomed steps toward 
multilateral surveillance of each 
country's fiscal and external position. 
However, the central banks needed to 
improve the macroeconomic data 
base to facilitate surveillance and 
regional policy coordination and 

ensure a timely response co economic 
changes. 

Noting with satisfaction the absence 
of foreign exchange restrictions on pay
ments and transfers for current 
international transactions in the CFA 
fi-anc countries, Directors urged them 
to accept the obligations of Article vnr 
of the Fund's Articles of Agreement 
(sec Bo:. 7). The cenrral banks were 
encouraged to end the suspension of 
the repurchase of CFA franc bank 
notes. 

Directors suggested that Fund 
staff review, on a regular basis, develop
ments in the CFA franc countries, 
particularly in the context ofFund
supported programs. When more 
evidence was available, a brief a..~sess
ment would be made of the exper-
ience of the CFA franc countries in 
] 994. This would provide lessons 
for program design, which would 
need to evolve in response to a 
changing, increasingly comple:,. envi
ronment, and co reflect regional con
siderations char included African 
countries outside the CFA franc 
countries. 

competition among banks. For a number of countries, 
they welcomed the progress made by the authorities 

measures to foster rhe role or the price mechanism and 
improve the allocative efficiency of the economy, pri
vatization, improved financial management and 
accountability in public enterprises, and capital market 
liberalization. In general, stmctural reforms helped to 
improve confidence, spur privatt: investment, and 
strengthen economic competitiveness. These pointed 
to the need for elimination of labor markl'.t 1igidities, 
incentives, generalized subsidies, and price supports. 
Directors also emphasized the need to promote the 
diversification of production and of exports, improve 
the competitiveness of the economy, and strengthen 
the role of the private sector. 

to move to indirect monetary controls and, for others, 
recommended this as a course of action. 

Directors observed that moneta1y policy should play 
a key role in reducing inflationary risks, and they com
mended the authorities in many countries for their suc
cess in bringing down the rate of inflation through a 
prudent monetary and credit stance. Elsewhere, they 
emphasized the importance of a ren1:wed and sustained 
effort to reduce inflation to low kvds, noting that this 
was the only way to achicw a durable decline in inrer
cst rates, maintain competitiveness internationally, and 
lay the basis for higher rates of c.:conomie growth. 
When a low-inflation environment was in place, the 
authorities should take advantage of this to reduce the 
coverage of price controls, \\'here these existed. 

As additional components or a credible anti
inl:lationary policy, Directors stressed the need for a 
more tkxiblc labor market, as well as perseverance 
with structural reforms aimed at furthc.:r diversifica
tion of the economy. 

The Board welcomed the considerable progress in 
strucntral reform in many devdoping countries, high
lighting in these cases such policies as the adoption of 

Social sattl:)' nets were increasingly becoming an 
important component of countries' efforts to shield 
the most vulnerable segments of their populations 
from the short-term effects of correcti\·e policies. In .1 

number of ca.~es, the Board welcomed the implemen
tation of appropriatcl>• targeted safety net measures to 
mitigate the impact of adjustment on the poor, while 
at the same time urging authorities generally to focus 
on more efticient and lasting measures t() alleviate the 
burden of adjustment. 

On the external fi-ont, Directors emphasized that 
the reform strategy should encompass the liberaliza-
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tion of the external trade and payments system. In 
general, authorities should resist protectionist pres
sures. A large number of counu·ies were commended 
for initiatives to reduce exchange and trade restric
tions, to promote greater competition, and tu encour
age fuller integration into tl1e world economy. In a 
few cases, Directors suggested that the authorities 
should take steps to liberalize tht: external capital 
account. 

Directors had occasion to welcome the decision by 
a number of countries tO accept the obligations of 
Article VIII, Sections 2, 3, and 4 of the Fund's Arti
cles of Agreement, or their intenrion to do this, as 
well as the decision bv several others ro seek accession 
to tl1e General Agreement on Tariffs and Trade 
(GA1T) and its successor organization, the World 
Trade Organization (WTO). The completion of the 
Uruguay Round provided important new opportuni
ties in the trade area for many members. 

Directors welcomed improvements in many coun
tries in external competitiveness-although in other 
cases they noted with concern a deterioration-and in 
this context urged the authorities, among other 
things, to keep wage and exchange rate policy under 
close review in order to safeguard the external posi
tion. The Fund's ad\·ice in the area of exchange rate 
policy depended on the circumstances of each coun
tr)'. A few countries were urged to unify exchange 
rates at a realistic, marker-determined level. The 
objective of achieving exchange rate stability had been 
and would continue to be elusive without a concomi
tant-and significant-tightening of fiscal and mone
tary policies. 

Many countries had made progress toward balance 
of payments viability, but in many cases further adjust
ment efforts would be needed over the medium term. 
In some countries, Directors were concerned about a 
deterioration of tl,e external position that had often 
resulted from a relaxation of policies, and that was evi
denced by a loss of international reserves. Although 
the adjustment needed to ensure external viability 
would be challenging, a strengthening of t11e external 
position would enhance the prospects for growth. 

Board members recognized tl1at, for some cout1-
tries, balance of payments viability could not be 
anained without me support of substantial debt and 
debt-service reduction and concessional terms for new 
financing. 

Directors noted that only a comprehensive adjust
ment strategy could mobilize creditor and donor sup
port. They stressed that adequate external assistance 
that complemented domestic saving would be essen
tial for many countries and occasionally noted with 
concern substantial shortfalls in external assistance. In 
mis context, Directors occasionally urged the authori
ties to improve t11e quality and transparency of gover-
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nance. It was emphasized that tl1c sustainability of 
growth also depended on the attraction of foreign 
direct investment. 

Directors frequently pointed to the importance of 
remaining cunent on debt and other external obliga
tions, and tl1ey praised tl1e good record of many coun
tries in th.is regard. They also stressed the necessity for 
other countries of quickly eliminating domestic and 
external payments arrears, in pan to normalize rela
tions with external creditors and donors. 

Finally, in order better to E,'liide policymakers in 
reformed economic environments, Board members 
asked a number of countries to improve the quality, 
coverage, timeliness, and transparency of their eco
nomic and financial data, in some cases with technical 
assistance from the Fund. 

A,;gentina 
Directors mer in July 1994 to discuss the Article IV 
consultation with Argentina and to review the coun
uy's extended arrangement witl, the Ftmd (see sectirn1 
on Fund Support for Member Countries). The strong 
economic upswing in Argentina-made possible by 
comprchensiv<: stabilization eA-orts, structural reform, 
financial liberalization, debt and debt-service reduc
tion, and privatization in recent years-had continued 
throughout 1993, albeit at a more moderate pace. 

Throughout the first three quarters of 1993, the 
growth of domestic demand gradually subsided, but in 
the last quarter of 199 3 and the early montl1s of 1994 
domestic expenditure rebounded because of increased 
investment, which rose by a third in real terms during 
January-March 1994. Although consumer demand 
was strong, consumer price inflation remained very 
low, at 3.4 percent for the year ended May 1994 
(Table 14). Imports, led b}' capital goods, rose by 
23 percent in the last quarter of 1993 and by 46 per
cent in the first fow· months of 1994 relative to the 
corresponding periods of 1993. Exports in January
April 1994 were only 4 percent higher than in the 
same months of 1993; agricultural exports declined, 
but exports of industrial ma.nufacmres rose by over 
30 percent. Consequently, the trade deficit widened 
to $2.4 billion in the first four months of 1994, com
pared with S0.5 billion during the same period in 
1993. Capital inflows in 1993 were strong enough to 
oA-set the current account deficit, which had widened 
to $8.8 billion in 1993 (as a result, gross international 
reserves rose by over $4 billion in 1993, to S 15 billion 
at the end of tl,e year), but they weakened somewhat 
in March-April 1994, following tl,e increase in inter
national interest rates, before subsequently regaining 
strength. 

Real GDP was projected co grow by around 6 per
cent in 1994, led by investment, which was expected 
to reach 20½ percent of GDP. National saving was 



©International Monetary Fund. Not for Redistribution

projected to rise by about 11/2 per
centage points of GDP in 1994, but 
the external current account deficit 
was expected to widen in 1994, to 
3.8 percent of GDP (compared with 
3.5 percent of GDP in 1993). Infla-
tion was expected to remain at low 
single-digit levels during the year. 
The growth rate of monetary aggre
gates slowed in the first four months 
of 1994; broad money rose at an 
annual rate of about 18 percent dur
ing the period, compared with an 
annual rate of 56 percent during 
the same period in 1993. Fiscal tar
gets for expenditure and the overall 
balance of the public sector were 
missed by small margins in the first 
quarter of 1994; a better-than
expected tax outturn was offi;e;:t by 
higher discretionary spending, owing 
to a change in budgeta1y commit
ment procedures. 

In their discussion, Directors com
mended Argentina's progress over the 
past three years in strengthening pub
he finances, curbing central bank 
credit, implementing comprehensive 
structural reforms, and re-establishing 
relations with internal and external 
creditors. These policies had resulted 
in lower inflation, strong capital 
inflows, and a sharp recovery of 
domestic demand and economic activ
ity. The medium-term prospects for 
continued economic growth, they 
concluded, remained positive. 

Directors focused considerable 
attention on the overall macro
economic setting and the appropriate
ness of Argentina's macroeconomic 
policies. While noting the success in 
bringing i11flation down to single-digit 
levels approaching those in major 
industrial countries, Directors stressed 
the need to maintain monetary disci
pline and continue progress toward 
price stability. They agreed that 
domestic saving and investment 
should be strengthened in order to im-
prove growth prospects further and 

.\ RT I < I. E I \' ( 0 ;--: ~ U LT .\ T I O ;--: ~ 

Table J4 
ARGENT1NA: SELECTED ECONOMIC INDICATORS 
(Anm,al percrnt clJ11ngc 1mlcsr othenvisc uoted) 

1994 

Domestic economy 
Real GDP 
Unemployment rate (in percent)3 
Consumer prices (end of period) 

External economy 
Exports, f.o.b. (in billions 

ofU.S. dollars) 
lmportS, ci.f. (in billions 

of U.S. dollars) 
Current account balance 

(in billions of U.S. dollars) 
Overall balance (in billions 

of U.S. dollars) 
External debt (in percent of GDP)S 
Debt service (in percent of exporrs 

of goods and nonract0r services) 
Real effective exchange rate6 

Financial variables 
Combined public sector balance 

(in percent of GDP)7 
Gross national saving 

(in percent of GDP) 
Gross domestic investment 

(in percencofGDP) 
Broad money9 
Interest race (compounded 

annual interfirm rate) 

1991 

8.9 
5.3 

84.0 

12.0 

8.3 

-2.8 

0.84 

35.9 

57.0 
36.5 

-1.2 

15.22 

14.6 

70,0 

1992 

8.7 
6.7 

17.5 

12.2 

14.9 

-8.4 

-3.l 
28.4 

49.2 
13.6 

0.6 

14.32 

16.7 
49.8 

18.2 

1993 1 

6.0 
9.6 
7.4 

L3.I 

16.8 

-8.8 

10.2 
23.6 

47.8 
9.5 

2.28 

15.72 

18.22 

33.5 

8.1 

Proj. 

6.0 
9.5 
2.7 

14.7 

19.7 

-10.6 

2.3 
22.3 

40.9 

1.2 

16.7 

20.5 
26.9 

Note: Data in the table reflect information available at the time of the Board 
discussion. 

I Preliminary. 
1Data revised subsequent to the Board discussion. 

Rev.2 

7.4 
12.2 
3.9 

15.7 

21.5 

-10.l 

0.3 
22.6 

37.9 
-4.7 

0.l 

16.8 

19.9 
16.9 

8.5 

•Percent oflabor force seeking work in greater Buenos Aires as of October each year. 
4Excludc.s placement of S4.9 billion of compulsory bonds. 
SJncludcs Fund credit. 
6Avcrage; measured in terms of foreign exchange per unit of local curre.nq; -, 

depreciation. 
7Cash basis, except for interest paymencs, which are on an accrual basis. For 1991, 

average of quarterly ratios to nominal GDP; for 1994, includes employee social security 
contributions that were estimated to accrue to the newly created private pension system, 
equivalent to 1.6 percent of GDP. 

8Lncludes payments co reduce arrears from previous years to pensioners and provincial 
governmcn rs. 

9'rwelvc-month rate of change in the average stock of monetary base in the quarter or 
month (for 1994, April). 

strengthen the sustainability of the external position. ment, and to the restructuring of the private sector 
economy. Thus, the rapid growth of imports was in 
response to high demand for capital goods. 
Argentina's competitive position would have tO be 
monitored, however, and these Dircct◊rs agreed with 

Most Directors shared the authorities' view that the 
widening of the external current account deficit 
reflected a positive response of foreign capital to the 
opportunities arising from stabilization and adjust-
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political and social factors that 
Table 15 
BURKINA FASO: SELECTED ECONOMIC INDICATORS 
(Ammal percent cbange unless otbenvist noted) 

made carrying out structural mea
sures difficult, Directors stressed 
that addressing structural issues was 
necessary to ensure continued 
progress toward sustainable growth. 
In that context, Directors .ilso 
emphasized the benefits to 
Argentina of forrher liberalizing 
inrerna tional trade. 

Domestic economy 
Real domestic demand 
Real GDP 
Consumer price iodex 

Ex1:ernal economy 
Exports, f.o.b. (in billions of 

CFA francs) 
Imports, f.o.b. (in billions of 

CFA francs) 
Current account balance (in percent 

ofGDP)3 
Over.ill balance (in pcrccnr of GDP) 
External debt (in percent of GDP) 
Dcbt-sen•ice ratio (in percent of 

exports of goods and sen~ces) 
Re:U effective exchange rate 

Financial variables 
Central government balance 

(in percent of GDP)• 
Gross national saving 

(in percent of GDP) 
Gross national im·cstmcnt 

(in percent of GDP) 
Broad money 

1991 

5.8 
9.9 
2.5 

79.3 

169.8 

-13.6 
0.4 
l.7 

14.6 
2.9 

-8.2 

l7.6 

20.9 
5.0 

1992 

3.8 
2.5 

-2.0 

78.5 

178.7 

-14.4 
1.8 
2.1 

17.8 
J.9 

-8.8 

17.6 

21.3 
6.3 

1993 1 

0.1 
-1.0 

0.6 

76.5 

182.2 

-16.0 
0.9 
2.6 

22.1 
1.4 

-10.1 

17 8 

21.9 
8.1 

19942 

-2.9 
3.3 

31.2 

176.8 

330.4 

-20.0 
4.4 
3.7 

19.l 
-35.5 

-14.7 

25.4 

28.9 
20.8 

In the area of sectoral policies, 
Direccors noted the authorities' 
decision nor ro lower bank reserve 
requirements ar this time. They 
urged rhe authorities ro continue 
with the steps being taken co pro
teer the solvency of the financial 
system, including risk-adjusted capi
tal adequacy requirements and 
strengthening of prudencial regui:J.
tions and bank supervision. 

Bwrkina Faso 
Directors met in October 1994 to 

Note: Data in the table reflect information available ar the time of the Board 

discuss the Article IV consultation 
with Burkina Faso and the midterm 
review of its second annual arrange
ment under the enhanced structural 
adjustment facility ( ESAF). The dis
cussion took place against the back
ground of the broadened 
medium-term adjustmt:nt strat-discussion. 

lfatimarcd. 
2Projected. 
3Excluding transfers. 
•Excluding grants. 

the authorities that overall fiscal balance would be the 
appropriate course of action. Other Directors, how
ever, expressed concern that the economy remained 
vulnerable and advised the authorities to be prepared 
to strengthen the fiscal position so rhac the economy 
could sustain both domestic and external adjustment. 

Directors emphasized the importance of structural 
measures to increase flexibility in the economy, reduce 
domestic production costs, and improve competitive
ness. Such measures included reform of labor legisla
tion in order to facilitate labor mobility and promote 
more flexible employment conditions, reform of bank
ruptcy laws, and reform of the health insurance sys
tem. Directors encouraged the authorities to persevere 
in their efforts to induce the provinces to carry out 
deregulation, privatization, and tax and administrative 
reform, while continuing to restrain their domestic 
and foreign borrowing. While recognizing the internal 
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egy-including a 50 percent deval
uation of the CFA franc in 
January-th:it the authorities had 
adopted in 1994. The basic macro
economic objectives for l 994-96 
were to achieve an average annual 

real GDP growth rate of more than 5 percent; lower 
the rate of inflation to about 5 percent by 1996, fol
lo\\~ng the acceleration initially induced by the dev:ilu
ation; and reduce the external current account deficit 
(excluding official transfers) to less than 15 percent of 
GDP b~• 1996. The program's objectives for 1994, as 
set at the beginning of the year, were to attain a real 
GDP growth rate of at least 3 percent, contain infla
tion ro about 30 percent, and limit the external cur
rent account deficit to 21.5 percent of GDP. 

Burkina Faso's economic performance in 1993 
under the program that was supported by the first 
annual ESAF arrangement was disappointing. Owing 
main!~• to a sharp drop in cotton output and a slow
down in manufacturing activity, real GDP declined by 
1 percent, while the external current account deficit 
widened to 16 pen.:enr of GDP (Table 15). The fiscal 
siniation also deteriorated, as a poor revenue perfor-
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mance-reflecting, in part, temporary problems al>Soci
ated with the introduction of the VAT-was not offset 
by corresponding reductions in outlays, which, in fact, 
exceeded the programmed level. On the monetary 
side, broad money increased by about 8 percent, 
largely because of a rise in currency in drcubtion cor
responding to larger cash holdings by the private sec
tor, which was attempting co obtain foreign currency 
in anticipation of the devaluation. However, net 
domestic assets fell as bank credit co the economy 
declined. Tht: increase in broad money thus con
tributed to a larger-than-expected rise in net foreign 
assets. Moreover, with respect to structural reforms, 
although progress was made in liberalizing t()l"eign 
trade and restructuring public enterprises, a number of 
measures-in particular, to enhance revenue-were 
ddayed. As a result, the midterm review L1t1dcr the 
arrangement could not be concluded. 

In their discussion of economic developments in 
1994, Directors welcomed the positive response of the 
economy to tl1e devaluation of the CFA franc and the 
accompanying adjustment effort. They obserYed thal 
d1e rate of inflation had decelerated rapidly following 
the initial surge and that-bolMcred by the improved 
competitiveness of the economy-the prospects for 
strong growth in die tradablc goods sector and real 
GDP were encouraging. Most program criteria and 
benchmarks for d1c pt:riod January-June 1994 were 
observed. 

In view of the larger-than-programmed fiscal deficit 
in the first half of 1994, Directori, welcomed the 
authorities' commitment to improve revenue pertor
mance, d1rough :l stt'engthening of customs and tax 
administration, firm implementation of measures to 
reduce tax cxcmptions and combat tax evasion, and 
the collection of exceptional revenue, :is programmed, 
from selected public enterprises. With respect co 
expcndirures, Directors commended the authorities' 
success in keeping wage and salary payments on t,tr· 
get; dicy also stressed the need co improve budgcc 
management, particularly by strengthening the moni
toring of expenditures and introducing a revised bud
get nomcnclarnrc system. 

In the monetary area, broad money rose by I 5 per
cent in the first half of 1994. The Government's net 
position vis-a-vis the banking system exceeded the 
performance criterion for end-June 1994 by about 
4 percent of die initial stock of broad money. Never
theless, net domestic assets of the banking system 
continued co decline, contributing co a larger-than
expccted increase in net foreign asset1,. 

In discussing the medium-term outlook, Directors 
emphasized die need to build 011 the devaluation by 
accelerating tht: pace ofstrucrural reform, with a vie\\' 
to layi1ig the groundwork for private sector develop
ment and sustainable growth. They noted with saris-
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faction the program to restructure and privatize public 
enterprises and urged tht: authorities to rely more on 
private sector initiative to increase investment and out
put. To that end, Directors also called for an accelera
tion of the restructuring of the banking se(tor and rhe 
privatization of public enterprises. In addition, they 
observed that serious consideration should be given to 
eliminating the protection tax, so that possible distor
tions and inetriciem resource allocation could be 
avoided. 

Director~ also urged the committee that wa~ 
recently created co monitor external obligations falling 
due to rake appropriate action co avoid a furd1er accu
mulation of external arrears. 

Chile 
Directors met in July 1994 co discus~ Chile's Article JV 
consultation. Following the rapid economic growth, 
lower inflation, improved foreign reserve position, 
increased employment and real wage~, and reduced 
poverty achieved in the early L990s, concern shifted to 
overheating. The Chilean aud1orities' economic pro
gram for 1993 aimed to ~low the growth of domestic 
demand to a rate consistent witli estimated real GDP 
growth of 6 1/2 percent, down from 10 1/2 percent in 
1992, and ro achieve a moderate reduction in infla
tion, from 12.7 percem in 1992 to 11-12 percent, 
mainly d1rough right monetary policy. 

In tht: event, real GDP growth slowed to 6 percent 
in 1993, domestic demand grew by 9 percent in real 
terms, and the term~ of trade deteriorated more 
sharply than expected, O\\'ing to declines in world 
prices for copper and Chile's otht:r primary commod
ity expom (Table 16 ). Consequently, the external 
current account deficit widened by 3 percentage 
points, from 1.8 percent of GDP in 1992 ro 4.8 per
cent of GDP in 1993. Despite tight monetary poliq• 
throughout 1993, the 12-monch inflation rate 
declined only slightly, to 12.2 percent in December 
1993. 

ln their discussion, Director~ commended Chile's 
wide-ranging strucrural rcl~mns and the authorities' 
continued pursuit of sound macroeconomic and struc
tural policies that have enabled the country to make 
significant progress wward ~ustained economic 
growth and external viability. They also welcomed the 
authorities' prudent response to the sharp drop in 
copper prices and other adverse external developments 
in L993. They stressed, however, the importance of 
maintaining strong performance in the medium term 
while lowering inflation co induscrial country levels. 

Directors observed that progress in reducing infla
tion had lagged in 1993 and cautioned that slippages 
must be avoided during a gradual approach co infla
tion reduction. The)' welcomed the authorities' readi
ness to adhere ro tight monetary policy should 
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Table 16 

CHILE: SELECTED ECONOMIC INDICATORS 
(Ammal percent c/Jm1ge 1111/ess otlJenvise noted) 

Domestic economy 
Domestic demand (at current prices) 
Real GDP 
Unemployment rate (in percent of 

labor force, fourth quarrer) 
Consumer price index (12 months 

ended December) 

External economy 
Exporu, f.o.b. (in millions of 

U.S. dollars) 

1991 

27.l 
6.1 

5.3 

18.7 

8,929 

1992 

29.8 
I 0.3 

4.4 

12.7 

9,986 

1993 1 

22.8 
6.0 

4.5 

12.2 

9,201 

1994 2 

4.0 

10.0 

9,805 

The Board commended the steps 
taken toward liberalizing foreign 
exchange transactions and recom
mended that Chile take advantage 
of its present strong external posi
tion to proceed with further liberal
ization. Directors welcomed 
recent!)' adopted legislation on cap
ital markets, which sho1.1ld facilitate 
integration with international capi
tal markc.:ts. Directors also noted 
Chile's success in achieving social 
objectives, including po\'erty reduc
tion, and encouraged the Govern
ment to continue with privatization 
of public enterprises and to improve 
further the regulatory framework 

l1J1ports, c.i.f. (in millions of 
U.S. dollars) 7,354 9,237 10,180 L0,503 for priYate sector activities. 

Current account balance (in millions 
of U.S. dollars) 15 -743 -2,092 -2,003 China 

Overall balance (in 1J1illions of 
U.S. dollars) 

External debt (in percent of GDP)3 
Debt service (in percem of exports of 

goods and nonfaccor services) 
Real effective exchange rate 

( 12 months ended December) 

Financial variables 
Combined public sector balance 

(in percenr of GDP;-, deficit) 
Gross national saving (in percent 

of GDP) 
Gross national investment (in percent 

of GDP) 
Broad money (in percent of GDP) 
Real interest ratc0 

1,247 2,499 
48.l 44.2 

23.7 20.3 

5.5 108 

1.4 1.9 

22.2 22.3 

22.2 24.l 
30.6 32.7 

5.8 5.5 

578 
43.9 

22.5 

-2.2 

l.0 

21.4 

26.2 
35.2 
6.5 

948 
45.0 

20.0 

-0.4 4 

21.4 

25.8 
36.2 

The Board's discussion on China 
took place in March 1995. Since 
the reform process began 15 vcars 
ago, the size of China's economy 
had quadrupled, with real output 
increasing by 9 percent annually. 
Many of the distortions of central 
planning had been eliminated or 
reduced, and economic agents had 
been allowed to make decisions 
based on market signals. 

Note: Data in the table reflect information available at the time of the: Boord 

Reform had stimulated a vibrant 
nonstate sector, which accounted 
for more than one half of industrial 
output and rwo thirds of GNP. The 
economy had also become more 
open and integrated with tl1e rest 

discussion. 
1Prcliminary. 
2 Projected. 
3End of period; excludes use of Fund credit and trade credits. 
~The actual outcome for 1994 w~ in surplus. 
5Acrnal average yield on 90-day central bank indexed promissory notes. 

domestic demand growth and inflation fail to subside, 
and their commitment to save any fiscal revenue above 
the 1994 budget projections should circumstances call 
for curtailment of public outlays. Directors noted that 
the greater flexibility in managing tl1e exchange rate 
could conaibute to tl1e process of disinflation, but 
some Directors wondered whetl1er tl1erc was scope 
for using the exchange rate as a nominal anchor. 
Directors emphasized tl1at reducing tl1e scope of 
indexation-including with respect to financial instru
ments-would facilitate inflation reduction. 
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of tl1e world th rough a-ade and 
investment. 

These achievements notwith
standing, several problems 
remained: the lack of an effective 
infrastructure for indirect macroeco
nomic management; weak perfor
mance of the state-owned enterprise 

sector, which accounted for most of the unemploy
ment and had hindered development of the financial 
system; a weak legal and regulatory framework, which 
had impeded development of competitive markets; 
widening disparities between coastal and inland areas 
and urban and rural areas; and unemployment. 

These problems became e,ident in 1992 and 1993 
when economic growth reached about 13 percent in 
each of these years (Table 17). The accompanying 
surge in demand was accommodated by expansionary 
monetary policies, which caused inflatiomll)' pressures 
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to intensify and disorderly condi
tions to emerge in the financial and 
exchange markets. By mid-1993, 
the authorities had responded deci
sively with the introduction of a 
16-point program for economic 
adjustment aimed at restoring 
macroeconomic stability and, in 
particular, achieving a "soft land
ing." In 1994, however, the 
growth of aggregate demand, while 
moderating, remained high, and 
inflation accelerated to over 20 per
cent. Although certain so1.1crural 
factors, including increases in food 
prices, accounted for much of the 
acceleration, rapid growth in mon
etary aggregates also contributed to 
rising overall inflation. 

In their discussion, Directors 
praised the impressive performance 
of the Chinese economy and the 
comprehensive reform program 
under way to advance irs transfor
mation ro a market economy. Par
ticularly noteworthy, they felt, were 
the recent reforms of the exchange 
and trade system, the ongoing 
reforms of the ceno-al bank and fis
cal system, and the emerging initia
tives in the enterprise and financial 
sectors. 

Directors were of the view that a 
return to a more stable macroeco
nomic environment in 1995 would 
require tighter monetary and fiscal 
policies than currently planned, as 
weU as faster progress with reforms 
in key areas, such as the state
owned enterprises, the financial 
sector, institution building, and 
further internal and external 
liberalization. 
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Table 17 
CHINA: SELECTED ECONOMIC lNDlCATORS 
( Amwal percent clH111gc 1111/w orbenviie ,ioted) 

1991 

Domestic economy 
Real GNP 8.0 
U nemploymcn t rate 

Retail prices (period average) 2.7 

External economy 
Expons, f.o.b. (in billions of 

U.S. dollars) 
lmporu, c.i.f. (in billions of 

U.S. dollars) 
Current account balance (in billions of 

U.S. dollars) 
Overall fiscal balance (in percent of GNP) 
External debt ( in billions of U.S. dollars) 
Debt-service ratio1 

Real c.ffecrivc exchange rare 
(year-end; 1990 c 100)2 

Financial variables 
Gross national saving (in percent 

58.9 

-50.2 

13.3 
-2.2 
60.6 
10.3 

85.1 

of GNP) 36.0 
Gross domestic invcsm1cnt (in percent 

of GNP) 32.7 
Broad money 26.4 
Interest rate ( one-year time deposits, 

year-end) 7.56 

1992 

13.0 

5.4 

69.6 

-64.4 

6.4 
-2.3 
69.4 
12.5 

74.5 

35.8 

34.4 
31.3 

7.56 

Proj. 
1993 1994 

13.4 l 1.8 

13.0 21.7 

75.7 98.9 

-86.3 -94.7 

-11.9 2.2 
-1.9 -2.1 
83.6 95.0 
12.3 12.6 

74.2 74.73 

39.2 44.0 

41.2 43.6 
24.0 36.8-l 

10.98 10.984 

Note: Darn in die table reflect information available al the time of the Board 
discussion. 

1 Debt service as a percentage of exports of goods and nonfuccor services. 
21n terms of the basket of currencies used in the IMF lnfom1arion Notice System. A 

decline in die indices indicates a depreciation. For 1990-93, effective exchange rares are 
calculated on the basis of the weighted average of exchange rates in the official and swap 
markets. From l 994, they arc calculated on the basis of die interbank market r:itc. 

3No,•cmbcr I 994. 
~End ofScprl!mbcr 1994. 

Considerable concern was expressed over demand 
pressures remaining excessive, with inflation accelerat
ing to high levels in 1994. Directors viewed reducing 
inflation on a l:tsting basis as the key macroeconomic 
policy challenge facing the authorities. Success in this 
area would depend on implementing tighter financial 
policies in the near term and addressing areas that 
impeded macroeconomic policy reform, particularly 
weaknesses in the state-owned enterprises and in the 
infrasrrncrure for macroeconomic policymaking and 
implementation. 

They agreed that reform of this sector was one of the 
most challenging and important steps in the current 
stage of the reform process. They urged that immedi
ate steps be taken to harden the budget constraints on 
these enterprises, particularly wages and access co bank 
credit, and urged the authorities to continue to 
encourage diverse ownership forms, including privati
zation. Reform of the state-owned enterprise sector 
would need to be supported by parallel reforms of the 
financial sector and the establishment of a transparent 
legal and regulatory framework. Many Directors noted 
that reform of social security benefits, including social 
safoty net provisions, would be critical to the realloca-

Directors welcomed the authorities' intention ro 
focus on the state-owned enterprise sector in 1995. 
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tion of labor that would accompany the resrrucniring 
process. 

With regard to monetary policy, Directors noted 
the difficulty that had been experienced with mone
tary control in the context of large external surpluses 
and inadequate monetary instruments. They were of 
the ,~cw that actions were needed to strengthen mon
etary control. Directors encouraged the People's Bank 
of China co reduce lending .rnd reorient itself toward 
short-term credits and to proceed with c~tablishing 
open market operations and enhancing competition in 
the banking sector. Directors stressed that achieving 
and maintaining positive interest rates in real terms 
was a crucial element of the program for monetary 
restraint. They welcomed the enactment of the central 
bank law and hoped that it would help in formulating 
and implementing monetary policy rhar was more 
closely oriented to restoring and maintaining price 
stability. 

Directors welcomed the comprehensive fiscal 
restructuring implemented in 1994 and noted that it 
would contribute to more effective demand manage
ment and to reducing regional disparities over the 
medium term. They strongly supported the authori
ties' plans to improve tax administration. 

Directors also welcomed the successful impkmcn
tation of the reform of tfo: foreign exchange market 
and the unification of exchange rates in early 1994. 
Given the strong balance of payments p<>sition, Din;c
tors saw few obstacles to removing the remaining 
restrictions on current account transactions and 
strongly encouraged China to accept the obligations 
of the Fund's Article VIII at an early date. 

Directors underlined the need to consolidate the 
progress made by fully liberalizing trading righu, of 
domestic and foreign enterprises, dismantling noncar
iff barriers, and accelerati11g tariff reduction and sim
plification. They also urged the authorities to improve 
the quality of data and to increase public dissemina
tion of data. 

Director:. considered that perseverance with tl1e 
implementation of the reform program was essential 
for realizing the full potential of the Chincsc economy 
and for continued improvements in living standards. 

Ecitado1, 
Directors met in May l 994 w discuss the Article rv 
consultation witl1 Ecuador and approved its requcst 
for a stand-by arrangement (sec section on fund Sup· 
port for Member Countries). 

ln the ten years following the onset of the debt cri
sis in 1982, Ecuador was faced with high inflati<>n and 
declining per capita output and had diAiculry in ~ervic
ing its external debt. A new Government rook office 
in 1992 and adopted a series of reform mcasurcs to 
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turn the economy around. Tighter fiscal policies in 
1993, combined with a policy that kept the nominal 
exchange rate approximately constant ro anchor infla
tionary expectations, helped to cur the inflation rate 
sharply (from 60 percent in 1992 to 31 percent) and 
encouraged private capital inflows that substantially 
increased international reserves (Table 18). The com· 
bined public sector deficit was also reduced, from 
3.9 percent of GDP in 1992 to 0.4 percent of GDP in 
1993. Although the external currem account deficit 
widencd (from $110 million to about $470 million) 
becauM: of a drop in world oil and banana prices, 
this weakening wa~ more than offset by the higher
rhan-expected increases in capital inflows and net 
international reserves (the latter increased by about 
$600 million in 1993 ). Despite worsening of 
Ecuador's term:. of trade, real GDP growth remained 
positive in l 993, at 2.0 percent compared witl1 
3.6 percent in 1992. 

In late l 993 the authorities initiated efforts to 
deepen structural reforms and strengthen fiscal adjust
ment. Legislation co d<>wnsize the public sector and 
improve its efficiency was approved in November 
1993, and legislation to deregulate the petroleum 
industry and open the sector co increased activity by 
privatc companics was passed in December. When the 
declinc in world oil prices in !arc 1993 threatened ro 
erode the fiscal gains achieved earlier in tl1e year, the 
Administration submitted a tax reform bill that fea
tured a sharp increase in the VAT rate. Congress 
rejected the VAT increase, and in January 1994 the 
authorities moved to strengthen public finance:, by 
increasing the domestic price of gasoline. At tl1c same 
time, ;rn austerity decree gave the Ministry of Finance 
increased power to limit government spending. 

In their discussion, Directors commended tht: 
Government for the progress achieved in reducing 
inflation, increasing international reserve~, and imple
menting strnctllral reforms. They mged the autl10ri
ties tO persevere in the adjustment and reform effort, 
in order tu improve Ecuador's economic prospects on 
,1 durable basis and to ensure continued foreign direct 
investment. ln this regard, Directors welcomed the 
agreem1.:11t reached with the commercial bank steering 
committee on a term sheet that contemplated debt· 
.111d debt-service-reduction operation~ as an important 
:.rep toward achieving external viability. 

Fiscal consolidacion and structural reform were 
seen by the Board as key to a successful effort to foster 
economic growth by lowering inflation and durably 
reducing domestic and external imbalances. Adjust
ment of public ~cctor tariffs and establishment of a 
system to stabilize oil revenue in the face of fluctuat
ing world oil prices were seen as important clements 
of the fiscal program. In the near term, increased cax 
collections would depend on strict ,1dhcrencc to the 
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Government's plan ro strengthen 
rax administration; beyond that, 
additional revenue sources would 
need to be identified and tax 
reform eventually undertaken. Such 
reform should aim to enhance rax 
equity, reduce the public sector's 
reliance on oil revenue, and 
increase outlays on infrastructure 
and social programs, especially 
tl1ose directed toward the poorest 
segments of tl1e population. The 
authorities were also urged to for• 
mulate quickly a program to 

strengthen finances of the social 
security system. 

Directors welcomed approval of 
legislation to improve public sector 
efficiency and increase private sec
tor activity, including through the 
sale of public assets. They empha
sized, however, that prudent fiscal 
and wage policies must be accom· 
pan.ied by suitably restrained credit 
policies; plans to lower reserve 
requirements and reduce tl1t: stock 
of open market bills should be 
tailored to progress in fiscal con
solidation and inAation reduction. 
Directors also welcomed apprm·al 
of legislation to reform the financial 
system and the authorities' plans to 

enhance central bank autonomy 
and strengmen bank supervision. 

Directors noted Ecuador's appli
cation for accession to the GATT 
(and its successor organization, the 
WfO) and encouraged Ernador 
and its partners in the Andean Pact 
to agree on a low and simple com
mon rariff. The authorities were 
advised ro resist protectionist pres
sures in implementing reference 
prices and agriculmral price bands, 
and to overhaul those systems. 
Directors welcomed Ecuador's 
maintenance of a free interbank 
market for private foreign exchang..: 
transactions. They urged me au-
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Table 18 
ECUADOR: SELECTED ECONOMIC INDICATORS 
(Ammal pc1-cc11t change 1111/ess otbenrise noted) 

Domestic economy 
Non-oil real GDP 
Urban unemploymcnr (in percent) 
Consumer prices (end of period) 

External economy 
Exports, f.o.h. {in millions of 

U.S. dollars) 
Oil exports (in millions of 

U.S. dollars) 
Imports, f.o.b. (in millions of 

U.S. dollars) 
Current acc0tml balance (in millions 

of U.S. dollars) 
Overall balance (in millions of 

U.S. dollars) 
External dcbr (in pcrccm of GDP, 

end of year)3· 4 , 5 

Dcb1-scrvice due (in percent of expons 
of goods and nonfucror services)3,4 , 5 

Real cffecth·c exchange rate (end 
of period) 

Financial variables 
Combined public sc.:cror balance 

(in percent of GDP)<> 
Gross national saving (in percent 

ofGDP) 3,4 

Gros~ domestic investment (in percent 
of GDP) 

Money and quasi-money (M2) 
I merest rare7 

1991 

4.4 
8.5 

49.0 

2,851 

1,152 

2,207 

-570 

-973 

108.4 

70.8 

-4.3 

17.0 

21.9 
55.0 
49.5 

1992 

~ ~ .:, . .:, 
8.9 

60.2 

3,008 

1,337 

2,048 

-1 l l 

-1,009 

104.5 

65.6 

6.6 

-3.9 

20.6 

21.6 
56.5 
42.3 

1993 1 

0.9 

31.0 

2,901 

1,253 

2,326 

-469 

-478 

95.7 

59.6 

19.9 

-0.4 

l8.9 

22.2 
46.7 
28.4 

Note: D;1t:1 m the mblc: reflect information available at the time of the Board 
discussion. 

I Estimated. 
2Projccted (w1der Fund-supponcd program). 
3Bcforc debc-rcdunion operations. 
4lacludcs late interest on arrears to commercial banks. 
Slndudcs obligations to th<: Fund. 

1994 2 

2.2 

20.0 

3,076 3 

1,2963 

2,472 3 

-693 3 

-698 3 

85.7 

64.8 

-0.5 

20.3 

24.5 
27.5 

"lndudcs imcn:st payments on an accrual basis and the change in the lloaring debt of 
the Tm1sury; excludes late interest on arrears to commercial banks. Through 1993, 
includes sraristical d.iscrcp:1111:)' (difference bemccn deficit measured "above" and "below 
tbc line"). 

7On 90-day certificates of deposit, end of period. 

thorities to develop more direct expenditure control 
mechanisms and to eliminate multiple currency prac
tices for public secror transactions. Directors com
mended the authorities for their intention to tighten 
the fiscal stance further, in order to safeguard comp..:t· 
itiveness, should capital inflows exert continued 
upward pressure on the currency. 

Ghana 
The Exccurivc Board discussed the Article IV consul
tation wirh Ghana in June 1994. Because of slippages 
in t.he Government's economic recovery program dur
ing recent years and consequent macroeconomic dete
rioration, the aurhoritics adopted policies in 1993 to 

resrorc financial discipline and improve Ghana's exrcr-
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Table 19 
GHAl"lA: SELECTED ECONOMIC INDICATORS 
(Annual percem cl,ange unless otbcnvise noted) 

1991 1992 

Domestic economy 
Real GDP 5.3 3.9 
Consumer price index L8.0 10.J 

External economy 
Exports, f.o.b. 11.2 -L.l 
Imports, f.o.b. 9.4 10.5 
Current account balance 

{in percent of GDP) -3.6 -5.5 
Enema! debt ourscanding 

(in percent of GDP) 54.4 60.7 
Debc service (in percent of GDP) 4.5 4.1 
Real effective exchange rate 3.6 -10.6 

Financial variables 
Govemment revenue and grants 46.l --6.2 
Total government expendinirc 33.2 45.2 
Broad money 19.9 52.9 
Interest rate (in percenc)3 20.0 25.4 

1993 1 

5.0 
25.0 

6.6 
18.6 

-9.4 

76.2 
7.2 

-12.7 

97.7 
60.9 
27.4 
32.0 

1994-2 

5.0 
21.3 

13.3 
--{). 7 

--6.3 

94.9 
7.2 

53.2 
29.8 

5.0 

rlu:se actions, broad money grew by 
27 percenr, driven by a strong 
increase in pri\'ate sector credit. 
Consumer prices rose by 28 percent 
in 1993, more than double the 
1992 rate. 

Comparative!~, loose financial 
policies and heavy sales of foreign 
exchange by the Bank of Ghana 
contributed to disappointing exter-
nal sector performance. The current 
accounr deficit widened sharply to 

9 percent of GDP, and the balance 
of payments registered an overall 
surplus of $41 million, with 
reserves declining to 2 .7 months 
of imports. 

Directors noted that, notwith-
standing progress made in stabiliz
ing the economy and strong 
economic growth, the performance 
tmder the 1993 program fell short 
of expectations. In particular, 
improvement in the overall fiscal 

Note: Data in rhe table rdlect information available at the time of t:hc Board 
balance was only about one half of 
what had been envisaged. In addi
tion, although the ciYil service wage 
bill was contained, there were sub
stantial spending overrun~ in other 
areas of the budget. As ,1 conse
quence, monetary targets were 
missed, inflationary pressures 

discussion. 
1 Estimated. 
2Prograro target. 
•Discounr rate on 91-day treasury bills. 

nal position. Most program benchmarks were not 
met, however, although real GDP growth exceeded 
targets-rising by 5 percent in 1993 (Table 19). 
(Growth was largely attributable to good harvests 
and strong growth in mining output.) 

The program's slippage was due to higher-than
cxpecred expenditures, a shortfall in revenue from 
petroleum excise duties, and exchange rate change~ 
that affected retail prices. [n addition, budgerary 
receipts from petroleum taxes, sales taxes, and cocoa 
exports fell short of targeted leveb. As a result, the 
overall deficit in 1993 was 2.5 percent of GDP. 

Nonetheless, intensified collection and administra
tive improvements contributed to a healthy increase in 
bod, personal and company income tax receipt~. 
Moreover, the Government was able to contain it~ 
wage bill despite mounting pressure from publjc sec
tor unions. Developmenr spending was also kept 
within d1e budgeted limits, and strucrural reform con
tinued to progress. 

Liquidity in the ba11king system expanded sharp!)' 
because of lending by the Bank of Ghana, a reduction 
in the public's holdings of currency relative to 

deposits, and a rundown of banks' reserves. Despite 
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mounted, and the balance of payments position was 
weaker than expected. 

The aud1orities' commitment to a comprehcnsive 
stabilization and structural adjus011ent program for 
l 994 was welcomed by the Board. The restoration of 
strict financial discipline and a reduction in inflation 
would be essential to external viability and sustainable 
growth. Director5 observed that the progress made on 
expenditure control at the payments stage needed tO 

be complemented by better monitoring at the com
mitment level. Directors noted \\~th satisfaction both 
the 1994 program goal of a fiscal surplus and d1e 
broadly based strategy for achieving it. However, they 
encouraged the authorities to pass through unantici
pated increases in oil import costs and to resist pres
sures for l:irge public sector wage awards. Directors 
remarked that if necessary the Bank of Ghana should 
allow interest races to rise in order to meet the pro
gram's objecrives. 

Directors su pportcd Ghana's structural reform 
efforts. In particular, the>• welcomed the good 
progres5 being made on the divestiture program, 
which provided a clear signal of the Government's 
commitment to enhancing the private sector's role in 
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economic development. Directors 
also expressed satisfaction that the 
opera ring costs of the Cocoa Board 
had been contained, that strong 
price incentives had been provided 
to cocoa farmers, and that the 
domestic marketing of coco,1 had 
been liberalized. 

Directors noted that the flexible 
exchange rate policy acted as a 
safety rnlvc against weaknesses in 
policy implementation and in order 
to avoid undue losses of foreign ex· 
change. But they also observed that 
the currency depreciation over the 
years may well have led to inflation
ary expectations and that greater 
exchange rate stabilit-y could con
rribute to greater price stability. 
They were agreed, however, that 
the first priority was to strengthen 
macroeconomic-parcicularly fis
cal-policy. 

External assistance to Ghana was 
expected to remain relatively high 
through the medium term. Direc
tors therefore emphasized the 
importance of structural reforms 
and domestic resource mobilization 
as key elements in diversifying eco
nomic activity and achieving exter
nal viability. They welcomed 
Ghana's acceptance.: of the.: obliga
tions of Article VTlI. 

Jamaica 
Directors met in February 1995 ro 
discuss Jamaica's Article IV consul
tation and the fourth review under 
the country's extended arrange
ment with the Fund. 

Jamaica's real GDP grew by 
2 percent in 1993/94 (the fiscal 
year begins on April 1 ), about the 
same rate as in 1992/93 (Table 
20). Twelve-month inflation rose 
from 14.9 percent in June 1993 to 
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Table 20 
JAMAICA: SELECTED ECONOMIC INDICATORS 
(Ammal ptrcem change 1111/tss orhcnvi.se noted) 

1991/92 1992/93 1993/94 1994/95 1 

Domestic economy 
GDP at constant prices 
Unemployment rate (in pcrccnc)2 
Consumer prices (period average) 

External economy 
Exports, f.o.b. (in millions of 

U.S. dollars) 
Imporrs, c.i.f. (in miJJions of 

U.S. dollars) 
Current account balance (in 

percent of GDP;-, dcficic)3 
Overall balance (in millions of 

U.S. dollars) 
External debt (in percent of 

GDP, end ofperiod)4 
Debt-service ratio (in percent 

of exports of non factor goods 
and services )5 

Real effective exchange rate 
(end of period;-, depreciation) 

Fmancial variables 
Central government balance 

(in pcrccnL of GDP) 
Gross national saving (in percent 

of GDP) 
Gross domestic investment 

(in percent of GDP) 
Broad money ( M) 
Interest rate6 

0.8 
15.4 
68.6 

1,082.1 

1,741.5 

-6.8 

42.4 

116.9 

28.5 

-31.6 

4.1 

16.2 

21.1 
60.9 
44.3 

1.8 
15.7 
57.5 

1,051.L 

1,831.8 

-1.5 

170.l 

108.0 

26.6 

35.3 

4.2 

19.3 

19.4 
49.2 
20.5 

2.0 
16.2 
24.S 

1,071.3 

2,202.6 

-5.4 

136.5 

97.9 

23.9 

-8.7 

3.5 

18.3 

22.6 
49.3 
50.3 

2.0 

32.0 

L,192.6 

2,240.2 

-1.4 

343.9 

89.8 

21.2 

1.9 

21.6 

22.6 
23.0 
27.67 

Note: Data in the table retlcct infonnation available at the time of the Board 
discussion. 

1Projected under the extended arrangement with the Fund. 
2CaJcndar years. 
3Exduding official grants. 
◄ I ndudcs use of Fund credit and projected purchases under the extended arr:ingcmcnr 

with the Fund. 
5Afi::er rescheduling; includes projected purchases under the extended arrangement 

"~th the Fund 
6Avcrage treasury bill yield, c.nd of year. 
7 As of December 31, 1994. 

37 percent by March 1994 before declining to 26.7 
percent in December 1994, with monthly inflation 
coming down to 0.7 percent in the latter month. 
Through a package of tax measures applied by the 
authorities in mid-1993-94, accompanied by stronger 
expenditure control, the impact of the early 1993 
public sector wage increases was effectively contained, 
leading to the public sector balance for the fiscal year 
reaching a surplus of 1.6 percent of GDP. The public 

sector balance increased further to 31/2 percent of 
GDP during the first half of 1994/95. Net domestic 
assets of the ccntral bank contracted sharply in 
1993/94, and, with tighter credit policy, market 
interest rates on treasury bills rose from around 20 
percent at the end of 1992/93 to a peak of 52 per
cent in February l 994. 

The Bank of Jamaica's net domestic assets contin
ued the 1993/94 declining trend during the first half 
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of 1994/95 as the: central bank ste1ilizcd the mone
tary effect of the gain in ner international reserves. Net 
international reserves reachc:d $272 million at end
September 1994, substantially ahead of the program 
target. This performance reflected, first, strong 
improvement of the external cum.:nt account balance, 
arising mainly from higher private transfers, and, sec
ond, high private capital inAows that wuld be partly 
explaim:d by high domestic intcre~t rares. As a result 
of these developments, Jamaica's overall balance of 
payments showed a surplus of $137 million in 
1993/94, with the smplus rising; to $215 million in 
the first half of 1994/95. The central bank's gross 
reserves increased to abour $630 million by the end <)f 
September 1994. 

In their discussion, Directors commended the 
authorities for the significant economic progress madt.: 
under tbc extended arrangement. The tightening of 
fiscal and monetary policies that began in 1993/94 
had been sustained, and struct1.1r:il reforms had con
tinued-with the result that private sector confidc.:ncc 
in the economy had improved. The sizable gain in 
international reserves over the past year had gi\'t:n 
Jamaica a much-needed rcsen·e cushion. Directors 
cautioned, however, that public sector wage incrt.:ascs 
should be contained at a level commensurate with 
anti-inflationary efforts and the sustainability or the 
policy mix. They stressed the importance of fonvard
looking wage negotiations and ofrying wage incn:ases 
more closdy to productivity gains in order ro durably 
reduce inflation. 

The recent uncertainry in international capital mar
kets appeared to have had no adverse impact on 
Jamaica. Directors noted the possibility or some nomi
nal appreciation of the currency occurring if private 
capital inflows remained high. They believed, how
ever, that given trends in wages and p1ices, it would 
be important to limit any real appreciation or the cur
rency. They thought the authorities should stand pre
pared to consider responses other than sterilization, if 
strong capital inOows persisted. 

Directors noted that important structural reforms 
had been implemented in recent years, particularly the 
liberalization of the exchange and trade system and 
the privatization of public enterprises. Privatization 
was central to improving economic efficiency O\'er the 
medium term, and Direcrors welcomed the authori
ties' intention to continue the process. They also wel
comed the planned elimination of Bank of Jamaica 
losses in early 1995/96 and commended the authori
ties for reforms to improve the efficiency and compre
hensiveness of the financial sector. 

Under rhe extended arrangement with the Fund, 
Jamaica's medium-term balance of payments prospecrs 
had improved considerabl~•. The exrernal debr-sen·ice 
burden had declined appreciably in recem years. 
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Oirecwrs cautioned, ho\\evcr, rhat the country 
remained vulnerable to exogenous developments. 
Jamaica would need to maintain its current strong fis
cal position, combined with a restrained mom:tary 
policy, to ensure continuation of external viability with 
low inflation in the medium term. 

Jordan 
Directors completed the Article.: JV consultation with 
Jordan in May 1994. At that time, they also approved 
it~ request for a thrce-yc,1r extended arrangc.:ment (sec 
sc.:ction on Fund Support for Member Countries). 

The Board discussion \\'as conducted in the context 
of the progress Jordan had made on the macroeco
nomic and balance.: of pay men ts fronts u ndcr a two
year stand-by arrangement with the Fund ending in 
February 1994. After several years of stagnation, real 
GDP growth had averaged over l O percent in 
1992-93 while inflation had dropped below program 
targets to 4-5 percent (Table 2 l ). The strong eco
nomic growth, combined with the impact of fiscal 
measures and lowc.:r interest payments, had reduced 
the.: fiscal tkficit much faster than had been antici
pated. Meanwhile, rhe external current account and 
overall balance of payments deticits had narrowed 
beyond expectations, reflecting increased private scc
wr investment, improved trade incentives, and pru
dent exchange rate management. Also, through a 
prudent tkbt-managemcnt policy, the burden of 
external debt in relation to GDP was reduced to 
128 percent by the end of 1993, compared with the 
peak of 193 percenc in 1990. 

In their discussion, Directors commended the Go\'
ernment's achievements under the program supported 
by the extended arrangement, as \\'ell as its adoption 
of a medium-term adjustment and structural reform 
program aimed at generating an averagc real growth 
rate of 6 percent while holding inAation at or below 
5 percent. They characterized the program's rwo
pronged medium-term economic strategy-fi.irther 
progress in m.1croeconomic stabilization and contin
ued strucrural reform in priority areas-as comprehen
Si\'e and well focused. Directors noted that, to achieve 
the tirst goal, further ~ustained improvements in pub
lic and private secte>r saving \\'ere needed. In the area 
of structural reform, the Board encouraged the Gm·
ernmcnt to e!Jboratc the details of the envisaged 
reforms and to accelerate the pace of their implcmen
t,ition. Reform of the direct and indirect t.1x systems 
and improvements in rhe quality of public expenditure 
and the regulawry framework for pri\'atc sector invest
ments were singled our as ptiori[)' areas; in th;u con
nection, Directors welcomed rhe planned inrroducrion 
ofrhe General Sales Tax bw, which was effccri\'cly 
introduced on June I, 1994, one month ahead of the 
planned date of introduction. 
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Directors also nored rhe au-
thorities' intention to support 
the stabilization efforts by main
taining a prudent monetary and 
credit stance. They commended 
the progress made in attaining 
the objective of implementing 
indirect monetary controh by 
mid-1994 through the issuance 
of certificates of deposit denomi
nated in Jordan dinars. They 
also supported the authorities' 
intention to streamline certain 
credit facilities and promote the 
development of the domestic inter
bank market. 

Directors endorsed the authori
ties' exchange rate policy, which, 
bolstered by appropriate macroeco
nomic policies, had stabilized rhc 
nominal exchange rare in recent 
years. The Board also emphasized 
that, despite the favorable external 
sector developments of the past rwo 
years, the goal of achieving balance 
of payments viabilit)' by 1997 
remained ambitious, especially in 
light of the country's heavy debt 
burden and vulnerability to adverse 
exogenous shocks, including 
regional developments and shifts in 
private investors' sentiments. To 
help expand the domestic export 
base-and to reduce the external 
current account deficit to targeted 
levels-the Government would 
have to continue to implement its 
medium-term srraregy of domestic 
demand restraint, price stability, 
and deepened structural reforms. 
Despite rhe progress made in 
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Table 21 
JORDAN: SELECTED ECONOMIC INDICATORS 
(Aw111nl percc11t chnuge 1mlessor/J"wisr noted) 

Domestic economy 
Domestic demand 
Real GDP 
Consumer price index 

External economy 
Exports, f.o.b. (in millions of 

U.S. dollars) 
Imports, c.i.f. (in milJions of 

U.S. dollars) 
Current account balance 

(in percent ofGDP)2 
Overall balance (in millions of 

U.S. dollars) 
External debt (in percent 

of GDP) 
Debt-service ratio (in percent of 

cx-:porrs of goods and services) 
Exchange rate (Jorda11 dinar/ 

U.S. dollar) 

Financial variables 
Overall fiscal balance (in percent 

ofGDP)3 
Gro~ national saving (in percent 

of GDP) 
Gross national invesrmc.nt 

(in pcrcem of GDP) 
Broad money 

1991 

0.8 
1.8 
8.2 

1,132 

2,571 

-17.0 

-267 

163.8 

41.9 

1992 

32.0 
16.1 
4.0 

1,220 

3,339 

-14.4 

-488 

128.1 

36.1 

1.4689 1.47]2 

-17.4 

5.0 

23.7 
24.5 

-3.4+ 

13.4 

30.0 
7.9 

1993 

9.1 
5.8 
4.8 

1,248 

3,541 

-11.6 

-571 

128.2 

35.0 

19941 

4.9 
5.7 
3.5 

1,442 

3,556 

-8.8 

-503 

109.0 

25.3 

l.4434 1.4312 

-5.6 -5.1 

14.2 13.3 

31.8 28.6 
6.9 8.0 

Note: Data in the rabk rcllccr infonnation available at the time of the Board 
discussion. 

1Estimatcd. 
2[nduding grants. 
3£.xduding forcig11 grants. 
4[nduding the effect of an estimated 3.5 percent of GDP in nonrecu.rrcm revenue,. 

reducing external debt and the debt-service ratio and 
in normalizing relations with external creditors, 
Jordan's need for exceptional financing would persist 
for several years to come. Nevertheless, Directors 
considered that continued implementation of strong 
adjustment and debt-management policies, and the 
envisaged acceleration in the pace of aid disburse
ments, would enhance Jordan's prospects for 
regaining balance of payments viability in the medium 
term. 

JC01·ea 
The Board's 1994 Article IV consultation with Korea 
took place in September 1994 against a background of 
sustained output growth. Following an economic 
slowdown in 1992 caused mainly by the implementa
tion of measures to restrain domestic demand, output 
picked up in 1993, supported by the continued buoy
a.i1q• of exports and the gradual recovery of domestic 
demand (Table 22). Economic activity gained further 
momentum in the first half of 1994 as investment in 
equipment and consumer spending increased. Mean
while, after falling co 4 1/z percent by the end of 
Decc.:mbcr 1992, consumer price inflation rose ro 

The Board noted the further liberalization of the 
exchange system and welcomed the Govcrnmcnr's 
intention to accept obligations under Article VI Ir. 
Jordan accepted these obligations with effect from 
February 20, 1995. 

6 percent in 1993 because of a surge in food prices 
,rnd continued at that pace into 1994. 
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Table 22 
KOREA: SELECTED ECONOMIC INDICATORS 
(Annual pacent chauge 11nless otherwise noted) 

Domestic economy 
Real final domestic demand 
Real GNP 
Unemployment rate 
Consumer price index 

External economy 
faports, f.o.b. (in billions of 

U.S. dollars) 
ImportS, c.i.f. (in billions of 

U.S. dollars} 
Current account balance 

(in percent of GNP) 
Overall balance (in billions of 

U.S. dollars) 
External debt (in percent 

of GNP) 
Debt-service ratio (in percent of 

exports of goods and services) 
Real effective exchange rate 

Financial variables 
Consolidated central government 

balance (in percent of GNP) 
Gross national saving (in percent 

of GNP) 
Gross domestic invesancnt (in 

percent of GNP) 
Broad money (annual average) 
I ntcrest rare (yield on corporate 

bonds, period average) 

1991 1992 

10.5 3.9 
9.1 5.0 
2.3 2.4 
9.3 6.2 

69.6 75.2 

76.6 77.3 

-3.0 -L.5 

-3.7 4.9 

14.5 14.0 

6.0 6.0 
-0.4 -0.9 

-1.9 -0.7 

36.3 35.0 

39.3 36.5 
18.6 18.4 

18.9 16.2 

1993 

4.7 
5.6 
2.8 
4.8 

81.0 

78.9 

O.l 

6.5 

13.3 

9.J 
-l.3 

-0.3 

34.9 

34.8 
18.6 

12.6 

1994 1 

7.9 
7.9 
2.6 
5.6 

-0.6 

35.9 

36.7 
15.93 

12.43 

the fiscal side, cutbacks in expendi
n1re in the first half of 1993 in 
response to a.n anticipated revenue 
shortf..'lll produced an unexpected 
surplus for the year as a whole, since 
revenues turned out close to the 
original budget targets. Available 
1994 data suggested that revenues 
were running slightly ahead of bud
get projections, generating a bencr
than-expected position for the 
consolidated central gm·ernment. 

1 n their discussion, Directors 
noted Korea's remarkable economic 
performance since 1960-a period 
in which it has transformed itself 
from one of tl,e world's poorest 
countries (witl1 per capita income 
below Sl 50) to the twelfth-largest 
economy, accounti11g for 21/4 per
cent of world trade. They com
mended the autho1ities for that 
record, attributing tl1e sustained 
success to a high investment rate 
supported by a high private saving 
rate, a conservative fiscal policy, a 
strong emphasis on education and 
human capital accumulation, and an 
increasingly outward orientation of 
the economy. 

Note: Data in the table reflect information available at the time of the Board 

Directors agreed that, with the 
economy approaching full employ
ment, the main macroeconomic 
policy challenge was to sustain the 
economic expansion while avoiding 
a renew.::d bout of inflation. 

discussion. 
1 Projected. 
2Avcrage for March. 
lThrough June. 

Driven by the strong export performance and the 
slow recovery of imports, the current account regis
tered a small surplus in 1993 after three years of 
deficits; large in.Hows of long-term capital in the same 
year contributed to a substantial balance of payments 
surplus. After a 6 percent depn::ciation from December 
1992 through August l 993, the won appreciated by 
2 percent in nominal eftective terms in the last three 
months of l 993. 

Broad money growth accelerated temporarily in the 
wake of the introduction of the "real name system" 
(which banned the use offaJse or borrowed names) in 
August 1993 but subsided to just above the top of the 
target band by the end of the year. Monetary expan
sion decelerated further in the first half of 1994. On 
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Because growth had shown contin
ued strength and the unemploy
ment rate had dropped further co 
just over 2 percent, Directors saw a 
clear case for an early tightening of 

financial policies and emphasized that such an action 
would obviate the need for more d.iAku.lt measures at 
a later stage. 

The Board commented that rhe task of containing 
demand pressures might be complicated by the 
prospect of continuing large capital inflows. [n light of 
the authorities' concern that such inflows could con
tribute to inflationary growth of the money supply or 
an appreciation of the won-thereby undermining 
exp0rt competitiveness-Directors agreed that a set of 
policies emphasizing fiscal restraint and srructw·al 
measures to Liberalize imports and capital outflows 
could be helpful. At the same time, a number of 
Directors emphasized thar a somewhat stronger cur
rency would have beneficial effects on inflation and 
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should nm detract significantly 
from the economy's strong com
petitive p(>Sition. 

In view of the cyclical situation, 
and given the need for fiscal policy 
to play a greater role in restraining 
aggregate demand, Direcrors 
emphasized tl1e need for a signifi
cant withdrawal of stimulus in 
1995. They welcomed the recent 
decision to aim for a surplus in the 
1995 budget while noting the diffi
cul cy of achieving such a stance, 
especially in light of the Govern
ment's commit111cor to so·engthen 
infrastructure and impro\'e the pro
vision of public goods. 

On monetary policy, Directors 
observed that the central bank's 
flexible approach to monetary tar
geting in recent years had been 
successful. However, with financial 
sector reform moving ahead and 
the patterns of financial intermedia
tion changing, the assessment of 
the monetary seance would increas
ingly need to rely on a broader 
range of indicators. Directors 
endorsed the central bank's latest 
efforts to push up short-term imer
est rates co achieve monetary 
growth at tl1e lower end of the tar-
get band in 1994. 

The Board welcomed the 
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Table 23 
MALAYSIA: SELECTED ECONOMIC INDICATORS 
(A111111al percent change t111l1JSS otherwise noted) 

Domestic economy 
Domestic demand 
Real GDP 
Unemployment rate (in percent) 
Consumer price index {period average) 

External economy 
Exporcs, f.o.b. (in billions of U.S. dollars) 
lmpons, f.o.b. (in billions of U.S. dollars) 
Current accounr balance ( in billions of 

U.S. dollars) 
Overall balance (in billions of U.S. dollars) 
Real effective exchange rate (annual average, 

percent change) 

Financial variables 
General government balance (in percent 

of GNP) 
Gross national saving (in percent of GNP) 
Gross domestic invesonem (in percent 

ofGNP) 
Broad money (end of year, percent change) 
!merest rate (interbank, in percent} 

1991 1992 

18.0 2.5 
8.7 7.8 
4.3 3.7 
4.4 4.7 

33.5 39.6 
33.0 36.2 

-4.2 -1.6 
1.2 6.9 

-2.9 6.3 

-2.7 -LO 
29.5 32.6 

38.8 35.6 
L3.7 18.0 
7.6 8.1 

Note: Data in the table rdlcct information available at the time of the Board 
discussion. 

1 Preliminary. 

1993 1 

10.7 
8.5 
3.0 
3.6 

45.9 
42.5 

-2.5 
10.2 

-LO 

0.2 
33.1 

37.1 
22.8 

7.2 

autl1orities' commit111ent to steady implementation of 
structural reforms and agreed that financial sector 
reform and capital account liberalization should have 
top prio1iry. On trade policy, Directors supported tl,e 
continuing efforts to phase out barriers to agricultural 
imports and urged the GO\·ernment to go further in 
that direction. 

Tot:i.l invesrment expanded by 16 percent in 1993, 
up sh:i.rply from 2 percent in 1992. Public investment 
increased by 121/4 percent in 1993, compared \\'ith 
11 percent in 1992, reflecting a greater emphasis on 
infrastructure upgrading. The unemployment rare fell 
to 3 percent in 1993 from 4 percent in 1992, witl1 
shortages in high-skill areas becoming acute. Directors 
noted that tl1e J\llal:i.ysian authorities' ongoing com
mitment to policies promoting macroeconomic stabil
ity, foreign investment, an increasingly open tr:i.ding 
system, and a flexible labor market was largely respon
sible for the economy's strong performance. The 

Malaysia 
In September 1994, Di.recrors met to discuss the Arti
cle IV consultation with Malaysia. The discussion took 
place against the background of Malaysia's impressive 
economic performance over the past rwo decades. Fol
lowing a slowdown in 1992 and early 1993, brought 
on in part by tighter financial policies, activity picked 
up momentum (Table 23). lnflarion rem:i.ined moder
:i.re in 1993. Real output growrh rose by 81/2 percent 
in 1993 and the firsc quarter of 1994. This new 
growth was driven by domestic facrors, particularly 
private consumption and invesm1ent, and a rise in 
exports, reflecting the improved performance of 
Malaysia's main trading part11c:rs. 

major challenge facing rhe authorities, as seen by the 
Directors, was tl1e need ro avoid overheating of the 
economy. Signs indicated that price and wage pres
sures were rising; these pressures needed co be 
reduced. Also, policies needed to rake account of the 
high level of capital inflows. 

Directors commented on the appropriate policy 
mix under such circumstances. In d1is context, they 
noted that while fiscal policy could make a contribu
tion to containing demand pressures, the burden of 
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attaining rhe needed degree of restraint would ulti
mately fall on monerary and exchange rare policies. 

Directors commended the aurhorities for rhe 
strength of the fiscal position thar had been attained in 
recent years. Some Directors suggesred rhar rhe 
authorities adopt a more ambitious target than that of 
maintaining an overall budget balance O\'er the 
medium term. The authorities' intention to replace 
direct raxcs with indirect raxes in order ro enhance the 
incentives to work, save, and invest was supported by 
Direcrors. In that vein, they also supported plans co 
consolidate the present sales and services taxes into a 
broadly based consumption rnx. 

Direcrors observed thar in the recent past surging 
capital inAows had complicated the conduct of mone
tary policy. Although steps had been taken by rhe 
authorities ro tighten monetary policy, Directors 
viewed monetary policy during the past year as 
broadly accommodative. In particular, they saw a risk 
that credit demand would rise as the economic expan
sion continued, Direcrors felt that, in these circum
stances, there was merit in the adoption of further 
monetary policy measures that could contribute more 
actively to restraining demand pressures. Recognizing 
that the increased integration of Malaysia's financial 
market with those of ocher countries had limited the 
scope of maintaining interest rares significantly above 
world levels, and the desirability of maintaining an 
open capital account, Directors felt that an upward 
movement in the ringgit exchange rate could be 
accommodated tO maintain monetary restraint with
out aftecting external competitiveness in view of the 
strong external position. 

Rapid growth in Malaysia had been accompankd 
by rising wage costs, and consequently the competi
tiveness of more labor-intensive industries had been 
reduced. This led Directors to observe that maintain
ing the rapid growth would require that production 
continue to shift toward higher value-added indus
tries. They noted that such a shift should be facilitated 
by the authorities' commitment to providing incn.:ased 
budgetary resources for education and training. Con
sidering the role of fiscal incentives in Malaysia's eco
nomic development, Directors cautioned against their 
pervasive use, lest they introduce distortions in the 
allocation of resources. 

Mali 
Directors met in October 1994 to discuss Mali's Arti
cle IV consultation report; the discussion also 
included a midterm review of the country's second 
annual ESAF arrangement (sec section on Fund Sup
port for Member Countries). After two years of mixed 
economic performance, the Malian authorities 
resolved in early 1994 to take additional steps to 
restore sustainable growth and financial viability over 
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the medium term. Their strengthened and broadened 
adjustment strategy, conceived in the context of 
increased regional cooperation and integration, 
involved three main clements: ( l) the zonewide 
50 percent devaluation of the CFA franc, ctlcctive Jan
uary 12, 1994; (2) strong supporting financial policies 
ro limit inflation and ensure rhar rhe devaluation 
resrores long-term competitiveness; and ( 3) strucrural 
reforms ro accelerate private sector development. 

Developments under the adjusrmenr program dur
ing the tirsl half of 1994 were encouraging (Table 
24 ). lnfl:idon was more moder.1tc than projected. The 
devaluation helped boost export activiries, especially of 
rhe agriculrural secror, while imports dropped appre
ciably. There were also sizable reAows of capiral and :i 
larger-rhan-:inticipared improvement· in rhe net for
eign asse.rs of rhe banking sysrem. Structural measures 
included the implemenr.uion of flexible pricing poli
cies, the strengthening of reforms in the agriculrur,11 
senor, and the acceleration of public enterprise 
reforms. At the same time, customs duties and certain 
domestic raxes were reduced to moderare cost and 
price increases, as well as to lower external protection. 

To conrnin the fiscal deficit at the equivalent of 
some 15 perccnr of GDP in 1994, special emphasis 
was placed on broadening rhe tax base, strengthening 
the collection process, reducing tax fraud, and abolish
ing ad hoc exemptions. On the spending front, the 
authorities have been very prudent; rotal government 
expenditure for the first half of the year was lower 
than projected. A pi,·oral clement of the fiscal program 
was implementation of a restrained wage policy. 

Credit conditions in Mali were generally tight in 
1994. At the same rime, commercial banks became 
increasingly liquid for several reasons: a return of flight 
capital, r.he improved financial position of exporters, 
the weak demand for private sector credit, and the 
very cautious lending st.rnce adopted by commercial 
banks. 

Directors commended the M:ili:111 authorides for 
the strengthening and broadening of their medium
term adjustment strategy, including the devaluation of 
the CFA franc, which was .1 key condition for the 
achievement of sustainable economic.: gro\\'th and 
financial vi.ibility. Directors noted that the c.:ompn:
hensive adjustment program had been implemented in 
diA-iculr circumst:inces and that all performance criteria 
:ind benchmarks for end-March and end-June 1994 
had been observed. 

Directors commented that the authorities had suc
ceeded in keeping inflationary pressures in check afi:er 
the initial price shock following the devaluation while 
avoiding price controls and subsidies. In addition, 
they welcomed the package of fiscal measures. Direc
tors noted that the significant depreciation or the real 
effective exchange rate had elicited a positive supply 
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response in several sectors, notably 
through an increase in intraregional 
trade, including a rise in livestock 
and agricultural exports, and con
siderable improvement in the cot
ton sector. 

Directors remarked, however, 
that despite the encouraging 
results, Mali's per capita income re
mained very low with a still fragile 
economy. Directors noted that fis
cal imbalances were still important 
and that it would require continued 
efforts to reform the tax system, 
improve revenues, and contain 
expenditures. In that connection, 
further technical assistance would 
play an important role. They under
scored the need for the authorities 
to continue to provide adequate 
allocations for health and education 
services, as well as for the pro
grammed social safety net measures. 

The pursuit of a prudent mone
tary policy was considered essential. 
Directors encouraged the aucho1i
ties to strengthen their efforts to 
coordinate fiscal and monetary poli
cies within the framework of the 
West African Economic and Mone
tary Union (WAEMU). They noted 
the authorities' intention LO reduce 
domestic payments arrears with 
technical assistance from the World 
Bank. Directors indicated that the 
Government's securitization 
scheme of the consolidated govern
ment debt (assumed by the Gov
ernment during the restructuring of 
the banking system in the late 
l 980s), aimed partly at absorbing 
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Table 24 
MAU: SELECTED ECONOMIC INDICATORS 
(A11111111l percem c/Jange 1111lcs.r ot/Jen11ise noted) 

Domestic economy 
Real GDP 
Primary sector (in percent of GDP) 
GDP dcflator 

External economy 
fa.-porrs, f.o.b. 
Imporrs, c.i.f. 
Current account balance (in percenc 

ofGDP)2 
Overall balance of payments 

(in millions ofSDRs) 
External payments arrears (net change 

in millions of SD Rs) 
Debt-service rntio3 
Real effective exchange rare 

Financial variables 
Overall fiscal deficit4 (in percent 

of GDP) 
Gross domestic savings (in percent 

of GDP) 
Gross domestic investment (in percent 

ofGDP) 
Money and quasi-monC)' 
Interest race5 

1991 1992 

-2.5 7.8 
46.3 47.2 

2.1 1.9 

9.1 -11.4 
7.2 LS 

-14.0 -15.0 

101.2 -5.6 

2.9 9.9 
17.2 19.8 
-3.5 -7.4 

-12.3 -11.2 

6.5 4.6 

23.J 21.9 
12.5 3.4 
10.6 10.l 

1993 

-0.8 
44.9 

2.6 

8.7 
-1.6 

-12.9 

3.7 

12.6 
19. I 
-2.0 

-9.6 

6.6 

21.9 
8.4 
7.3 

Nore: Dara in the table reflect information a1•ailable ac the time of the Board 
discussion. 

t Projected. 
lExcJuding official transfers. 
3Exduding debt service co China and the fonncr U.S.S.R. 
•On commitment basis and C'.Xcluding grants. 

1994 1 

2.4 

35. I 

100.9 
99.1 

-19.0 

72.5 

-24.0 
22.4 

-42.8 

-14.2 

5.3 

26.9 
36.2 

5End-ot:pcriod rate on overnight deposits in the money market ofrhc Union Mone· 
tain: Quest Africaine (UMOA); for 1993, c:nd-of-pcriod rate in the money market ofchc 
UMOA. 

the increased liquidity of the banking system, could prices-were seen as crucial. ln tl,c industrial and min
ing sectors, the vigorous pursuit of the reform and pri
vatization program was also considered crucially 
important for divcrsifyiJ1g production and increasing 
the profitability of a number of activities. 

be better structured, with the interest rate set by the 
market. Mon:over, it was essential that commercial 
banks support economic activity through their lending 
operations without deviating from sound banking 
practices. 

Directors remarked that the CFA franc devaluation 
gave the authorities an opportunity to strengthen the 
momentum of structural adjustment. Increasing effi
ciency and production in the agricultural sector was 
indispensable for Mali's economy to reap the full bcn
ctits of the devaluation. For example, in the cotton 
sector the implementation of the new performance 
contract and the maintenance of flexible producer 
pdces-based on the evolution of world market 

Directors also encouraged tl1c authorities to accept 
the obligations of Article VIII at an early date. 

Mo1·occo 
The Board discussion on Morocco rook place in July 
1994. Morocco has made significant progress in 
macroeconomic adjustment and structural reforms 
over the past decade. Although economic activity suf
fered in 1992-93 as a result of a severe drought, the 
average annual rate of inflation, as measured by the 
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Table 25 
MOROCCO: SELECTED ECONOMIC INDICATORS 
(Amwnl percenr clHmgc 1111/ess or/Jen11ise 11oretf) 

Domestic economy 
Real GDP 
Consumer prices (annual average) 

External economy 
faports, f.o.b. (on d1c basis ofSDR 

value) 
Imports, f.o.b. (on the basis ofSDR 

value) 
Current accounr balance (in percent 

ofGDP)l 
Overall balance (in millions ofSDRs) 2 

External debt (in percent of GDP)3, 4 

Debt-service ratio (before debt rclict)4 

Real effective exchange race 

Financial variables 
General government balance (in percent 

ofGDP) 5 

Gross national saving (in percent 
of GDP) 

Gross national investment ( in percent 
of GDP) 

Broad money (M2) 
[merest rate (live-week treasury bills) 

1991 

6.2 
8.0 

0.4 

-1.3 

-2.3 
-126 

69.9 
40.5 

0.1 

-3.1 

21.7 

22.8 
L6.8 
9.8 

1992 

-4.1 
5.7 

-9.7 

4.0 

-2.2 
-36 

72.1 
37.3 

0.6 

-2.l 

21.8 

23.0 
9.3 

10.5 

Prel. 
1993 

0.2 
5.2 

-6.9 

-8.7 

-2.5 
284 

74.1 
38.l 

1.0 

-3.5 

21.5 

23.l 
8.2 
8.0 

.Proj. 
1994 

9.0 
5.0 

9.0 

7.5 

-2.3 
271 

67.1 
34.7 

3.0 

-L.9 

20.2 

22.2 
8.5 

widening the scope of private sector 
a(tivity by selling the first batch of 
10 of 112 enterprises targeted for 
privatization. 

Despite a sharp drop of 8 .7 per
(ent in the terms of trade, the crade 
balance narrowed in 1993, owing 
to a larger drop in import payments 
than in export receipts. Export pro
ceeds suffered from a weak export 
market for phosphates, the de-
pressed economic activity in im
porting markets, and the effects 
of the drought on agriculniral 
exports. Nonetheless, the balance 
of payments for 199 3 recorded a 
surplus amountiJ1g to SDR 284 
million. 

In their discussion, Direcrors 
commended the authorities for the 
substantial progress made since the 
early l 980s in strengthening the 
macroeconomic situation, liberaliz

Nore: Data in the table reflect information available at rhe time of the Board 

ing the economy, and achieving a 
sustainable external position. They 
noted that, despite exogenous 
adversities in 1993, Morocco had 
continued to pursue prudent 
macroeconomic policies and struc
tural reforms, which allowed 
improved growth prospects and a 
stronger external position. discussion. 

I Before official grants. 
2 Before debt relief. 
31 ncludcs use of Fund credit. 

Morocco's acceptance of the 
obligations of Article VIII, Sections 

4In percent of exports of goods, non factor services, and private transfers. 
50n cash basis; excluding grants. 

2, 3, and 4 was welcomed by 
Directors, as was the virtual aboli
tion of quantitative trade restric-

consumer price index, dropped to 5.2 percem in 1993 
(Table 25 ). During 1993, a watershed year for the 
Moroccan economy, the authorities managed to 
restore financial equilibria, substantially reduce the 
natural and policy-induced weaknesses in the econ
omy, and "graduate" Morocco from the prolonged 
use of Fund resources and from debt rescheduling. 

In 1993, even with the economy buffeted by a sec
ond year of drought, sluggish economic activity in 
Morocco's main trading partners, and a fi.rrther deteri
oration in the terms of trade, the authorities managed 
to implement reforms. These were aimed at further 
opening the economy and improving resource allo(a
tion; strengthening the financial system and improving 
financial intermediation, by adopting a new banking 
law and revising the statutes of the central bank; and 
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tions, che further reduction in 
import rarifls, the privatization of a 
first group of public enterprises, 

and measures to reform the financial sector. 
To reduce the high levels of unemployment and 

raise living standards, Directors were of the view that 
the main challenge in the coming years would be to 
move the e(onomy ro a higher sustainable growth 
path. They noted that higher growth would require 
increased private investment, :i reduced budget deticit, 
promotion of private sector saving, and higher inflows 
of foreign direct investment. Increases in productivity 
were :ilso seen as essential. 

Directors felt that 1994 would provide a base to 
move ahead with further strucniral rctorms, in light of 
the rebound in agricultural production and the recm'
e1y in key export markets. Concern was expressed 
about the signs of excessive liquidity in the economy 
and the danger that inflation could be reignited unless 
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tighter monetary policy was main
tained, along with continued deficit 
reduction. Direcrors agreed that 
there was a need to take concrete 
measures to reinforce the fiscal 
position, including possible contin
gency measures. 

Ia their discussion, Directors 
stressed the critical need co press 
ahead with further reforms of the 
financiaJ system, including the elim
ination of the remaining inti.:rest 
rate controls and the requirement 
that banks hold government paper 
at bclow-market interesr rates. The 
new securities law was seen as con
tributing to the deepening of finan
cial markers and strengthening 
saving. Directors felt thar the finan
ciaJ sector reforms would also facili
tate the mm·e toward d1c conduct 
of monetary policy through market
based indirect policy instruments. 

Directors welcomed d1e Jcceler
ation in the privatization of public 
enterptises and the authorities' 
intention of extending privatization 
beyond the enterprise:. rhar were 
currendy scheduled tO be 
privatized. 

Several Direcrors nott:d d1at the 
move to current accoLmt convert
ibility should be followed by the 
establishment of a broadly based 
foreign exchange market, together 
with a range of additional financial 
sector reforms. It was pointed our 
d1at other countries had an impor
tant role ro play in removing trade 
measures char artificially limited 
Morocco's export potential. 

Soiith Africa 
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Table 26 
SOUTH AFRJCA: SELECTED ECONOMIC INDICATORS 
(Annual percent change :mlc.ss otf1en1,isc noted) 

1991 1992 1993 

Domestic economy 
Domestic demand ---0.7 -1.3 1.4 
Real GDP -1.0 -2.2 1.1 
Nonagricultural employmenr2 

(1990 ~ 100) 97.9 95.8 93.4 
Remuneration per nonagricu.lrural 

worker 16 I 15.4 10.6 
Consumer price index 15.3 13.9 9.7 

External economy 
Merchandise exports, non-gold 

(in billions of U.S. dollars) 16.2 17.2 17.3 
Gold exports (in billions of 

U.S. dollars) 7.1 6.4 6.8 
Merchandise imports (in billions of 

U.S. dollars) 17.2 18.2 18.3 
Current account balance (in percent 

of GDP) 2.0 1.2 1.5 
Real effective exchange rate 

(period average) 3.8 3.8 -2.7 

Financial variables 
Central government balance (in percent 

of GDP) -4.4 -8.3 -6.9 
Gross national savi11g (in percent 

of GDP) 19.5 17.2 17.6 
Gross fixed investment -7.4 -5.3 -3.4 
Broad money 12.3 8.0 7.0 
Prime rate (period average) 20.3 18.9 16.2 

Note: Dara in the table reflect infom1ation available at the time of the Board 
discussion. 

I Projected. 

1994 1 

3.7 
2.0 

91.6 3 

17.8 

7.0 

20.5 

-0.2 

-4.34 

-6.6 

5.7 
14.0 
15.5 5 

2Total public and private (include~ general govcrnmcnr, business cnrcrpriscs, mining, 
and manufucruring). 

JEnd of first quarter 1994, seasonally adjusted. 
4Through October. 
5Tbrough November. 

The Article JV consultation wid1 Soud, Africa took 
place in Janua1y 1995 following a year offundamental 
political change. ft was clear by lace 1993 char the 
most immediate problems facing South Africa were 
confidence related. Consequendy, the African 
National Congress, even bcfon: it was elected ro gov
ernment in April 1994, voiced its commitment to 
eschewing policies perceived to imperil confidcnce
i11terventionist regulation, excessive fiscal and mone
tary spending, and confiscatory tax increases-and ro 
strengthening market forces. 

reduction in the deficit, to 6.6 percent of GDP. 
Mon:ovcr, it eliminatcd rhe 5 percent surcharge on 
imports of capital and intermediate goods and cut 
the corporate profits tax. The budget helped ro allay 
fears that the Government's Reconstruction and 
Dcvclopmcnt Program, which promised reform in 
critical areas such as housing, education, health, and 
landownership, would lead to financial instability. 

Monetary conditions were cased appreciably in 
l 994, and inflation picked up slightly in midyear 
(Table 26). During this time, the Reserve Bank's pro
nouncements were aimed at safeguarding its anti
inflationary credibility. The most fundamental change 

The first budget of the new Government, pre
sented in June 1994, targeted a 1/2 percentage poinc 
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in South Africa's economic circumstances has been its 
renewed access to foreign markets for trade and capi
tal, and the mosr telling signal of the new Govern
ment's economic ideology has been its broad advocacy 
of free trade. Tariff protection has been simplified and 
is being lowered, and special export subsidies are 
being phased out. 

Despite generally reassuring macroeconomic poli
cies in 1994, South Africa's real GDP was unlikely ro 
rise by much more than 2 percenr for the year. In 
addition, the unemployment outlook was dire, wirh an 
estimated 45 percent of the labor force unable ro find 
employment in the formal economy during 1994. 

Directors congratulated South Africa on its 
momentous transition to democratic rule and charac
terized the announced macroeconomic policies of the 
new Government as prudent. The Government's 
endorsement of a more Liberal trade regime and its 
move toward fiscal retrenchment were especially wel
comed. Directors observed tlrnt improved business 
and external confidence were contributing to social 
and political stability. 

Directors noted that real GDP growth had 
remained slow for two years into the economic recov
ery, and they expressed concern that the modest 
growtb projected for the medium term would be 
insufficient to arrest the upward trend in unemploy
ment. Moreover, the recent increase.: in inflation and 
the disappearance of the external current account sur
plus suggested that the unemployment problem was 
structural, particularly related to the rise in labor costs. 
Directors, therefore, urged that tl1e authorities give 
tl1e highest priority to easing rigidities in the labor 
market. 

Resolving the labor cost problem would n:quire 
some combination of real wage containment and 
worker training to boost productivity. In ideal condi
tions, Directors believed that real wage correction 
would be brought about by breaking the inflation 
inertia in nominal wage settlements. 

Many Directors believed that the exchange rare 
could also play a usefol role-at the right time-in 
correcting the competitiveness problem. They 
stressed, however, that any depreciation of the rand 
must be considered in the context of real wage correc
tion and labor market reform and be supported by 
macroeconomic policies; otherwise, it might spark a 
wage-price spiral. 

Directors expressed support for the Government's 
medium-term fiscal stance. By announcing appropriate 
targets and adhering to them, the Government would 
establish a track record of responsible fiscal manage
ment. Directors also welcomed the autl1orities' com
mitment to undertaking the Reconstruction and 
Development Program within a stringent medium
term fiscal framework. 
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[t was observed that monetary policy had been 
conducted in an unusually difficult environment in 
l 994. Nevertl1cless, the upturn in inflation and tl1e 
sharp deteriorntion in the external current account 
suggested that the monetary stance had been insuffi
ciently restrictive. Directors hoped that policy changes 
.md the continued vigilance of the Reserve Bank 
would correct the problem in 1995. 

Directors were optimistic char the ending of finan
ci:il sanctions against South Africa h:id cased the ex
ternal consn·aim that had existed for the past decade. 
They stressed the importance of foreign direct invest
menc and observed that signifieanr inflows would 
be contingent on an improvement of South African 
competitiveness. 

Thailand 
In July 1994, the Board mer ro discuss the Article IV 
consultation with Thailand. The discussion took place 
in tl1e immediate context of a pickup in tl1e Thai econ
omy and a rise in inllationary pressures, as weJJ as in 
tl1e broader context of the infrastructure strains caused 
by the rapid growth of the past three decades. 

Since 1965, real GDP in Thailand has grown at an 
:iverage annual race ofT¼ percent, resulting in a five
fold increase in per capita incomes. In the process, the 
economy has been transformed: agiiculture's share of 
output dropped from 35 percenc in 1965 to 11 percent 
in 1993, while the shares of services and manufucnuing 
correspondingly increased.. Economic activity, which was 
hampered in the first half of 1993 by the effects of a 
drought on the agricultural sector and by a slowdown in 
exports, began to n;gain momentum in the second half 
of the year, owing to a strcngtl1ening of domestic 
demand and a resurgence of growth in most of Thai
land's main trading partners (Table 27). fn view of the 
low rate of unemployment and the high degree of capac
ity utilization, there was a risk as the upmm continued 
into l 994 that unchecked demand could lead to higher 
inflation. 

As regards external developmems, the sizable 
imports of capital goods required by the rapid indus
trialization of the economy have generated large trade 
deficits in recent years. The current account deficit 
was estimated to be about 51/, percent of GDP in 
1993, slightly smaller than in the previous year, while the 
capital account surplus was estimated at about 9 1/2 per
cent of GDP. Overall, the balance of payments sur
plus was estimated to have risen to about 3 1/i percent 
of GDP in 1993, from about 2~/4 percent in 1992. 

Interest rates fluctuated markedly in 1993 and earl~• 
1994. Short-term rates rose to over 8 percent in the 
first half of 1993 before falling to 4 percent by the end 
of the year, reflecting a drop and subsequent resur
gence in liquidity. Short-term rates rose to 7 percent 
in March 1994 as the Bank of Thailand moved to 
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tighten monetary conditions. On 
the fiscal front, the 1993/94 cen· 
tral government budget, which fol
lowed recent budgets in restmining 
current spending while increasing 
capital expenditure, called for :1 sur· 
plusofl percent ofGDP-against 
tht: 2 perct:nt surplus recorded in 
the previous year, which had been 
much larger than budgeted. 

In its discussion, the Board com
mended the remarkable perfor
mance of the Thai economy, which 
it attributed to the authorities' 
commitment to macroeconomic 
stability, a prudent fiscal policy, an 
increasingly open trading system, 
and a flexible labor market. 

Di.rectors agreed that demand 
pressures were likely to intcnsif), in 
1994, and they supported the 
authorities' decision ro righten 
financial policies. In that connec
tion, the Board welcomed the 
inrendcd moderate strengthening 
of the budgetary position for the 
1994/95 fiscal year. Although ir 
recognized rhc importance of 
reducing the gap between pri\'ate 
and public sector wages, the Board 
expressed concern about the size of 
the planned increase in public sec
tor wages. 

Di.rectors noted that, in any 
event, the room for a contribution 
by fiscal policy to restraining 
demand was limited. On the re\'
enue side, recent tax reforms con
strained the authorities' ability to 

change tax rates; on the t:xpcndi
rure side, the increased demand for 
spending in the priority sectors of 
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Table27 
THAILAi'-W: SELECTED ECONOMIC INDICATORS 
(Ammal pcrcmt c/Jangc ,mtess ot/Jenvise noted) 

Domestic economy 
Real domestic demand 
Real GDP 
Unemployment rate 
Consumer price index 

ExtemaJ economy 
Export.S, f.o.b. (in billions of U.S. 

dollars) 
Lmports, c.i.f. (in billions of U.S. 

dollars) 
Current account balance (in percent 

ofGDP) 
Overall balance (in billions of 

U.S. dollars) 
E:xtern:tl debt (in percent of GDP) 
Debt-service ratio (in percent of exports 

of good_~ and services) 
R1.-al effective exchange rate 

Financial va.riables3 

General government balance (in percent 
of GDP) 

Gross national saving (in percent 
of GDP) 

Gross capital invcsoncnr (in percent 
of GDP) 

Broad mone>• 
Government bond repurchase rate 

( end-period) 

1991 1992 

8.7 5.3 
8.1 7.6 
3.1 3.0 
5.7 4.1 

28.3 32.2 

37.8 40.1 

-7.5 -5.6 

4.2 3.0 
38.4 39.2 

10.2 11.0 
0.2 -1.6 

4.0 1.3 

33.7 33.8 

42.0 39.5 
19.8 15.6 

6.88 5.10 

1993 1 

7.3 
7.8 
3.2 
3.3 

36.6 

45.1 

-5.3 

3.9 
41.1 

10.7 
-0.2 

-0.2 

33.8 

39.3 
18.7 

3.77 

Note: Data in rhc table reflect information avaifablc at the time of the Board 
discussion. 

IEstimaccd. 
2Projecccd. 
3Fiscal years ending September 30. 
4Ac end-March 1994. 

1994 2 

9.5 
8.2 
2.6 
5.0 

42.2 

52.7 

-6.0 

2.7 
40.6 

10.9 

-0.7 

34.3 

40.3 
21.0 

6.924 

infrastructure, rural development, and education 
would limit further reductions. 

Directors supported the authorities' srructural 
reform program. They encouraged the Government to 
continue its efforts to stimulate competition and 
improve prudential oversight in the financial sector, as 
well as to restructme tarilfs and accelerate the privat
ization program. The Government's increasing focus 
on rura.l development was also wdcomed, since the 
provision of infrasuucture in the peripheral areas of 
the countty would not only reduce the current imbal· 
anccs in the distribution of income but also would 
lower the social and environmental costs a.rising from 
Bangkok's rapid development. 

[n view of those constraints, the Board agreed with 
the Government that the burden of combating excess 
demand would fa!J mainly on monetary policy. How
ever, the poliqr of maintaining the external \'alue of 
the baht in 3 narrow range against a basket of curren· 
cies, and the increasing integration ofThai financial 
markets with those of other cou ntrics, could make it 
difficult for domestic interest rates to differ from inter
national norms. Several Directors suggested that a 
broadening of the range would allow the authorities 
ro pursue a somewhat more independent interest rate 
policy. 

The Board considered that the continuation of 
Thailand's strong growth would depend on its mov· 
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Table 28 
TUNISIA: SELECTED ECONONUC INDICATORS 
(Ammnl percent c/11111,ge 1111/css otbcn11i.se 11ored) 

Domestic economy 
Real GDP 
Consumer price index 

External economy 
Exports, f.o.b. (in SDRs) 
lmpons, f.o.b. (in SDRs) 
Current account deficit (in pcrccnc 

of GDP) 
External debt (in percent of GDP) 
Debt service (in percent of 

current receipts) 
Real effective exchange race 

Financial variables 
Central government consolidated 

deficit (in percent ofGDP)2 
Gross national savings (in percent 

of GDP) 
Gross investment (in percent of GDP) 
Money and quasi-money (M2) 
Money market interest rate3 

1991 1992 

3.9 8.0 
8.2 5.8 

4.6 5.1 
-6.5 20.6 

-4.4 -6.9 
55.2 51.5 

23.8 20.2 
1.1 2.l 

-5.7 -3.0 

21.5 23.4 
26.2 30.0 

5.5 7.2 
11.8 11.3 

1993 19941 

2.1 4.4 
4.0 4.5 

-4.4 10.7 
-2.6 11.9 

--8.l -7.l 
55.2 55.7 

20.5 19.0 
-1.5 

-3.2 -2.6 

21.4 22.4 
29.3 29.4 

6.6 7.3 
8.8 8.8 

Reflecting a ~omewhat more 
rapid-than-expected expansion of 
credir to the private sector, domes
tic credit is estimated to increase by 
7.2 percent, and broad money is 
estimated co grow by 7.3 percent, 
below the growth rate of nominal 
GDP. This is expected to maintain 
the inflation rate at 4.5 percent, 
slightly higher than the 1993 level. 

In the external sector, a narrow
ing of the current account deficit is 
anticipatt:d for 1994. The growth 
of nonenergy exports remained 
strong, implying further gatns in 
market share, and agricultural 
exports experienced sharp growth. 
Strong improvcmenr in the services 
balance rcOccted booming tou1ism 
receipts and a pickup in worker 
remittances. 

Note: Data in the rabk reflect information available ar the time of the Board 

The capital account strength
ened significantly, owing co large 
net inflows of medium- and long
term public sector borrowing. As a 
result, the net foreign assets of the 
banking system arc estimated to 
improve substantially in 1994, with 
official reserves possibly rising to discussion. 

1Esrimared. 
2Paymcnc-ordcr basis, excluding grants. 
3Percent a year; end of period. 

ing up the industrial scale toward higher value-added 
production, supported by increased budgeta1y alloca
tions for education and training. Some Directors sug
gested that fiscal incentives to influence the location 
of new investments could be useful; other Directors 
cautioned that the use of fiscal incentives to promote 
the: adoption of new technologies could introduce 
distortions. 

Tunisia 
The Article IV consultation with Tunisia was discussed 
by the Board in January 1995. Preliminary estimates 
for 1994 inclicate that the adverse impact of the 
drought on economic activity is likely to be limited. 
Manufacturing industries, as well as services, contin
ued to grow rapidly, driven by strong exports and 
tourism. Real GDP growth is estimated at 4.4 percent 
(Table 28). The overall fiscal deficit, excluding grants, 
is estimated to have declined to the equivalent of 
2.6 percent of GDP. Total expenditure is expected to 
remain within the budgetary appropriations and to 
decline as a share of GDP. 
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the equivalent of two montl1s of 
imports. 

Throughout 1993 and 1994, the 
Tunisian autl10ritics pursued struc
tural reforms aimed at further liber

alizing tl1e economy. Witl1 respect to foreign trade, 
some: quanricative import restrictions were eliminated, 
and the import surcharge was lifted. Tunisia also has 
been negotiating with tl1c European Union on a new 
trade and cooperation agreement and has continued 
to work toward external liberalization within both the 
Uruguay Round and the Arab Maghreb Union. On 
the domestic front, both producer and retail prices 
have been further liberalized, and the prices of subsi
dized food products have been raised regularly, while 
maintaining protections for the poorest families. A 
unified investment code was introduced in late 1993 
to simplify the incentive structure across sectors. In 
March 1994 an interbank foreign exchange market 
was introduced to replace the system of administra
tively set exchange rates. 

In the financial sector, audits of all commercial 
banks were completed, and restrucniring plans were 
carried out for l I banks. The regulatory and supervi
sory powers of the central bank were also strength
ened, and interest rates were further liberalized in 
the context or the bank's increased reliance on the 
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use ofindfrect instruments for conducting monetary 
policy. 

Directori. commended the authorities' prudt::nt 
macroeconomic policies and strucniral reforms, which 
helped to safeguard economic performance despite 
adverse external developmt::nt and the drought. Fiscal 
consolidation had continued, credit expansion had 
been restrained, and inflation had remained relatively 
low. Directors particularly welcomed the structural 
measures taken to attract private investment, liberalize 
the trade system, and deepen financial sector reforms. 
Tunisia's population policy was also commended. 

With the recovery in Tunisia's main export markets 
and the expected rebound in agricultural output, 
prospects for l 995 appeared favorable, in the Board's 
view. This would provide an opportunity to reduce 
funher the fiscal and current accoum deficits and to 
accelerate structural reforms. Directors considered the 
budget target for 1995 to be appropriate but stressed 
that considerable efforts arc required LO contain 
expenditure growth and achieve the ambitious rev
enue targets. Directors encouraged the authorities to 
enhance revenue performance through strengthening 
the tax and customs administrations. 

Directors believed that the main challenge in the 
years ahead was to move the economy to a higher and 
sustainable growth path. To achieve this objective, ir 
would bc necessary to intensify structural reforms 
designed to increase domestic saving and productivity. 
Directors welcomed the Government's intention to 

further liberalize the economy, introduce greater com
petition and flexibility in various markets, and improve 
the incentive structure. Directors also welcomed the 
authorities' intention to accelerate the privatization 
program i11 1995. They underlined the importance of 
eliminating the remaining preferential interest rates 
and the mandarory financing of priority sectors in 
1995. 

The central bank's policy of keeping the real effec
tive exchange rate stable as a means of maintaining 
competitiveness was supported, bur Directors noted 
that greater scope could be given ro market forces in 
the determination of the exchange rate. The view was 
also expressed that exchange rate policy could be used 
to keep inflation low. 

Direcrors considered that Tunisia should build on 
the momentum of the reforms implemented thus far 
by moving toward fuJl corwertibility of its currency. 
This would help to accelerate Tunisia's integration 
into the world economy and reinforce rhe authorities' 
high-growth strategy over the 1rn:diu111 term. Direc
tors also nored thar Tunisia's prospective free trade 
agreement "~th the European Union and its member
ship in the WTO would have a positive impact on the 
economy. 

-\ R T J C L E I \' C' 0 N <; U L T A T I O N <; 

Viet Nam 
The 1994 Article IV consultation with Viet Nam was 
completed by the Board in June 1994, in conjunction 
with its review and modification of the stand-by 
arrangement with the country and approval of its 
request for a second purchase under the srstemic 
transformation facility (STF) (sec section on Fund 
Support for Member Counrries). The Board discus
sion took place against the background or the progress 
Viet Nam has been making since 1989 in the transi
tion ro a market-based economy and toward macro
economic stability. 

r n J 989-92, GDP rose on average by nearly 7 per
cent annually; meanwhile, inflation, which had 
readied triple-digit levels in the late 1980s and had 
resurged in 1991, was reduced to 17 percent by the 
end of 1992 (Table 29). During the first halfof 1993, 
however, there was a marked relaxation in the imple
menrarion of macroeconomic policies. A slurp jump 
in spending fi.rekd a widening of the fiscal deficit, 
while policies to promote commercial bank lending 
led to an annual increase of 73 percent in domestic 
credit to the nongo,·ernmcnt sectors. Fiscal and credit 
policies began to be tightened under the Fund
supported economic program adopted in the second 
half of the vear: as a result, rhe overall budget deficit, 
at 6 percen·t of GDP, was only about 1/2 percent of 
GDP above the program target; and net State Bank 
credit to b:mks fell sharply in December 1993. Never
theless, the pcrformance criterion for the year on net 
domestic assets was exceeded by a large margin. 

Economic growth, estimated ,H 8 percem for 1993, 
was slightly higher than expected under the program. 
The demand pressures were reflected in a weakening 
in the balance of payments rather than in domestic 
inflation, as the external current account deficit grew 
by 8 percentage points tC> 9 percent of GDP during 
the year, while the consumer price index rose by only 
5 percent. Net international reserYes declined by 
almost $500 million in 1993, bottoming out in the 
third quarter of the year. 

Through the first quarter of 1994, economic acti\'
ity continued to be buoyant, as industrial output 
increased at an annual rate of 12 percent. Inflation was 
slightly higher than expected, but the pro6rr.1111 projec
tion for the year was still regarded as attainable. The 
deceleration in domestic credit growth and the mod
est rebuilding ofinrernational rcscr,es that had begun 
in the last quarter of 1993 continued. 

In its discussion, the Board noted the continued 
strong output growth in 1993 and the further reduc
tion in inflation. Directors regretted the financial pol
icy slippages, but they were encouraged br the 
authorities· tightening of macroernnomic policies 
aimed at bringing the program back on track. 
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Table 29 
VIET NAM: SELECTED ECONOMIC INDICATORS 
( A 111111nl pc,-cen t clJfl11/JC 1111/ess otherwise 11otcd) 

Domestic economy 
Real domestic demand 
Real GDP 
Consumer price indc.:x (period average) 

External economy 
Exports, fo.b. (in millions 

of LJ .S. dollars) 
Imports, t:o.b. (in millions 

of U.S. dollars) 
Current account balance (in 

percent ofGDP)3 
Overall balance (in millions 

of U.S. dollars) 
External debt (in millions 

of U.S. dollars )4 

Debt-service ratio (in percent of 
exports of goods and services) 

Real clfeccivc exchange rate 

Financial variables 
Overall fiscal balance (in 

percent ofGDP)5 
Gross national saving (in 

percent of GDP) 
Gross capital formation (in 

percent of GDP) 
Broad money (end-period) 
Interest rate (three-months 

sa,~ngs rate) 

1991 

4.6 
6.0 

83.l 

2,042 

2,105 

-2.5 

-50 

2,739 

20.2 
-18.4 

-2.0 

9.1 

11.6 
78.7 

49.l 

1992 

7.0 
8.3 

37.8 

2,475 

2,535 

-0.8 

268 

3,775 

22.4 
28.6 

-2.7 

11.3 

12.0 
33.7 

26.2 

19931 

16.5 
8.0 
8.3 

2,850 

3,505 

-9.0 

-1,106 

4,024 

26.8 
-1.7 

-6.0 

5.3 

14.3 
19.0 

18.2 

19942 

8.0 
6.8 

3,362 

3,875 

-6.l 

-169 

12.7 

-4.5 

8.8 

L4.9 
21.3 

get. However, they e:xpressed con
cern that the financing of the deficit 
would involve commercial external 
borrowing contracted on inappro-
priately short terms. Directors 
therefore urged the Government ro 
try to mobilize additional domestic 
nonbank finance and external con
cessional aid. The Board also con-
sidered that, if financing shortfalls 
pasisted, the authorities should 
implement the contingenc~• fiscal 
measures built into tbe program. 

The Board welcomed the head· 
way made in structural reform, 
including the consolidation and 
closing of state-owned enterprises, 
and urged that further progress be 
made in revising rhc legal frame-
work. The authorities were also 
urged to continue developing the 
social safety net and to move 
quickly ro liberalize the import per
mit and licensing system. 

Directors supportt:d the authori

Note: Dara in the table reflen information available at the rime of the Board 

ties' intention to implement a mar
ket-determined exchange rate 
regime. They called on the Govern
ment to rebuild reserves in 1994 
following the sharp reduction in 
1993, including by making adjust
ments to demand-management 
policies if necessary. Directors com
mended rhe authorities on improv
ing Vier Nam's relations with the 

discussion. 
1 Estimated. 
?Projected. 
•1Exduding official mmsfcrs. 
•Convertible current,• only. 
SQn cash basis; excluding grants. 

Directors commc:nded the steps taken to control 
domestic credit expansion-Ln particular, the imposi
tion of bank-by-bank. credit ceilings and quantitative 
limits on State Bank. refinancing, as well as the recent 
increases in refinancing rates and stricter enforcement 
of reserve requirements. Looking to the furure, the 
Board encouraged the authorities to develop indirect 
instrument~ of monetary control and welcomed the 
plan to establish soon an auction for government 
securities. 

On the fiscal side, Director!> endorsed the revenue 
and expenditure measures included in the 1994 bud
get to reduce the fiscal deficit below the program tar-
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international financial community 
since the clearance of its arrears to 
the Fund. They also commented 
that the authorities should press for
ward with the regularization ofViet 
Nam's relations with all creditors. 

The Board considered that a firm 
commitment to macroeconomic sta

bilization, coupled with ,l more ,·igorous implementa
tion of strucwral reforms, could enable Viet am to 
attain medium-term balance of payments viability. It 
was hoped that a good track record under the Fund
wpported program would pave the way roward agree
ment on an ESAF arrangemi:nt for further use of 
Fund resources. 

Zi11ibabwe 
In September 1994, the Board discussed the 1994 
Article IV consultation with Zimbabwe. The discus
sion took place at a critical stage ofZimbabwi:'s eco
nomic aJld adjustment program, when a swift: 



©International Monetary Fund. Not for Redistribution

rightening of public sector financial 
policies was needed co srrengthen 
the growth prospects of the private 
sector and the sustainability of the 
trade, financial, and exchange 
reforms, as well as to ensure the 
continuation of Fund support 
under the ESAF and the extended 
Fund facility. 

Despite a drought-induced 
recession and adverse terms of trade 
developments, Zimbabwe has made 
significant progress since 1991 in 
implementing its structural adjust
ment program. Measures to liberal· 
ize agriculrural pricing and mar· 
keting were introduced in July 
1993 and March 1994, including 
the deregulation of the domestic 
maize market. In the financial 
area, the authorities began a 
review of central banking legisla· 
tion, designed to strengthen bar1k 
supervision and modernize mone• 
tary control instruments. Also, 
the reform of the exchange and 
trade system implemented in J.rnu· 
ary 1, 1994 mo,·ed Zimbabwe 
closer to the goal of currency 
convertibility. 

In the real sector, a strong 
recovery in agricultural production 
fueled an economic upturn in the 
second half of 1993, which gained 
momentum in the first half of 1994 
as a resurgence in rhc manufacrur
ing and mining sectors more than 
compensated for the drought
induced fall in agricultural sector 
growth (Table 30). Real GDP 
growth for the )'Car was targeted ar 
4-5 percent. However, the rate of 
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Table 30 
Zl.MBABWE: SELECTED ECONOMIC INDICATORS 
(A1m1111/ percent d1a11gc unless otherJ11isc nored) 

Domestic economy 
Domestic demand 
Real GDP 

Unemployment rate 
Consumer price index 

External economy 
Exporrs, f.o.b. (in millions 

of U.S. dollars) 
Imports, f.o.b. (in millions 

of U.S. doHar:s) 
Current account balance (in 

percent ofGDP)l 
Overall balance (in millions 

of U.S. dollars) 
External debt (in percent 

of GDP) 
Debt-service ratio (in percent 

of exporrs of goods and services) 
Real effective exchange rate 

Financial va.riabJes4 
General government balance (in 

percent of GDP)5 
Gross national saving (in percent 

of GDP) 
Gross national investment ( in 

percent of GDP) 
Broad money 
interest rate (three-month CDs) 

1991 

4.3 

23.6 

1,786 

1,700 

-7.1 

-125 

53.8 

22.0 
-35.4 

-9.6 

16.6 

25.2 
16.7 
25.5 

1992 

-6.2 

42.7 

1,531 

l,782 

-10.7 

-U7 

69.5 

28.3 
36.2 

-7.6 

4.9 

19.8 
21.4 
37.0 

1993 1 

2.1 

25.4 

1,584 

l,462 

-2.1 

174 

76.8 

29.6 
-1.4 

-11. l 

16.6 

21.9 
38.0 
29.0 

Note: Data in the mble rclkct informarion available at d1c rime of the Board 
dhcussion. 

I Esrimated. 
2Projccted. 
3 Jncluding transfers. 
-1Fiscal )'Cars ending June. 
5£xcluding granL~. 

1994 2 

4.5 

23.2 

1,711 

l,515 

-l.2 

24 

75.2 

28.4 

-7.7 

18.l 

22.7 

inflation, which had fallen to almost 18 percenc by the 
end of 1993, rose to 25 percent in Ma)' 1994, owing 
in part to the depreciation of the official exchange rare 
and the largt: iJicreast: in administered health fees car· 
lier in the year, as well as to the growth in broad 
money occasioned by the monetary financing of pub
lic sector deficits. 

rem. Large budget deficits and the associated large 
demand for domestic financing had put strong pres
sure on financial markets, which in rum had kept 
interest rates high, crowded our the demand for pri
vate sector credit, thwarted the envisaged reduction in 
tht: inflation rate, and delayed the supply response to 
the structural reforms. Directors undt:rscored the need 
ro bring public sector financial policies under control 
in order to enhance the credibility and tht: long-term 
susrainabilit:y ofrhc reform program. In that context, 
Directors ~tressed that the 1994/95 budget policies 
appeared inadequate co achieve the objectives of limit· 
ing the fiscal deficit to about 5 percent of GDP and 
significantly reducing the domestic financing require-

In their discussion, Directors cautiom;d that the 
structural adjustment measures had not been accom
panied by the strengthening of macroeconomic poli
cies t:nvisaged in the medium-term economic and 
adjusm1ent program. In consequence, there had not 
been a restoration of macroeconomic stability in line 
with the liberalization of the trade and exchange sys-
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THE Fll:-!D IN 1994/9S 

Box 10 
FUND POLICY EXPERIENCES A.i"\JD ISSUES rN THE BALTTC COUNTRIES, RUSSIA, 
AND OTHER COUNTRIES OF THE FORMER SOVIET UNION 
In March 1995, the Board reviewed 
polky experiences and issues in the 
Baltic countries, Russia, and other 
countries of the fom,er Soviet Union. 

Appropriate J>olicy Approach 

thus indicated a clear consensus that 
credible commitment to stabilization 
and reform policies was essential for the 
success of these policies. They agreed 
that gradualism had not proved a viable 
alternative. 

countries were exacerbated by unduly 
eontractionary monetary and fiscal 
pol.ides. At the same time, the need to 

eomain the fiscal deficit to avoid 
crowding out the emerging private sec
tor under tight monetary conditions 
was underscored by a number of Direc
tors. All Directors recognized that d1e 
rate of money growth remained the 
single most important determinant of 
the inflation rate over the medium 

Directors noted an encouraging degree 
of consensus on the appropriate policy 
approach between the fund and the 
Baltic countries, R.ussia, and the other 
countries of the former Soviet Union. 
In this regard, there was a strong con
sensus on the need to accelerate struc
tural reform, as wcll as for rapid 
stabilization to improve the output per
formance in these economics. Although 
progress in stabilization and reform 
overall had been mixed, significant 
progress had been made in a number of 
countries. The Board generally agreed 
that the succe.-sful cases were largely the 
result of bold, comprehensive, and 
coherent reform strategics. Directors 

Output Decline and Stabilization 

The decline in ourput in chi~ group of 
countries since the dissolution of rhe 
Soviet Union had raised concerns 
about the design of policies. r n this 
regard, however, Directors observed a 
positive correlation between lower 
inflation and smaller output decline. 
They emphasized that the experience 
in the Baltic countries clearly demon
strated the beneficial effects of sus
tained stabilization combined with 
structural reform: inflation had fallen 

tcrm. 
Directors agreed that thc revenue 

decline was to an important extent an 
inevirabk consequence of the 
transition to a market economy. This 
decline, however, complicated the task 
of stabilization and needed to be 
reversed. They further noted that peg
ging the exchange rate had been a 
~uccessfol srnbilization Looi in Estonia 
and in some ccmral European 
coumries. 

to relatively low levels, and growth had 
resumed. Directors found little evi
dence that the output declines in these 

ment of public sector deficits. They therefore urged 
the authorities to act quickly ro tighten substantially 
fiscal policy and accelerate the pace of public !,ecror 
reform. 

The Board called for a special effort to improve tax 
administration and broaden the tax base to compen
sate for the prospective revenue lO!>Se!> from the tax 
reductions ruid exemptions introduced in the first half 
of 1994. Directors emphasized, however, that fiscal 
adjustment should be focused primarily on limiting 
government expenditures, especially on the wage bill, 
subsidies, and Lransfers. ln particular, Directors con
sidered that the recent large wage increases added a 
new urgency to die need to implement a targeted 
reform of the civil service. 

The Board emphasized diat d1e expeditious reform 
of public enterprises was also integral to the successful 
implementation of fiscal policy. Directors regretted 
that the Government would increase net lending tO 

parasratals in 1994/95 without resolving die issues 
necessitating diat assistance, inducting the financial 
problems of die Grain Marketing Board. To that end, 
they called for a more realistic and fkxiblc pricing pol
icy and a review of the Grain Marketing Board's role 
as buyer of lasr resort for maize. In addition, Direaors 
welcomed the establishment of a cabinet committee 
on privatization and its decision to sell shares in pub
licly listed companies; the}' urged the committee ro acr 
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quickly to allow for timely decisiom on privatization 
and divestiture. 

Directors noted that in diose circumstances the 
burden on monetary policy had increased; despite the 
authorities' effort~, re~erve money growth had 
exceeded the program target. Direcrors observed that 
,l tightening of fiscal policy ,md public sector opera
tion~ should expand rhe room for private sccror 
financing. They also called for greater reli~mce on indi
rect instruments of monetary control and cautioned 
against monetary expansion arising from the quasi
fiscal operations of the central bank. 

The Board commended the important seeps taken 
co reform the exchange and trade system in 1994, 
including unifying die exchange rare, abolishing all 
foreign exchange surrender requirements, liberalizing 
current external payments, and limiting access to ofri
cial foreign exchange. Zimbabwe formally accepted 
Article Vlll obligations, with effect from February 3, 
1995. 

Economies in Transition 
The Fund's surveillance of transition economics covers 
diree relatively distinct groups of countries: central and 
eastern Europe and die Baltic countries, Russia, and 
die other countries of the former Soviet Union (sec 
Box LO). Although each group displays unique charac
teristics, broader commonalities tie d1em together in 
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terms of the cftort to transform their formerly centrally 
planned economics into market-oriented ones. 

Among the central and eastern European countries 
and the Baltic countries, the Board concluded Arti· 

improved considerably in the more advanced central 
and eastern European economies, fiscal imbalances 
remained relatively large (sec Box 11 ). 

In the macroeconomic area, although intlation in 
ck IV consultations during rhe year with Croatia, the 
Czech Republic, Estonia, Hungary, L'lrvia, the Slovak 
Republic, and Slovenia. A:, in 1993, discussions were 
held against a general backdrop of improving eco
nomic performance, particularly with respect to the 
control of inflation, budgetary consolidation, privat· 
ization, and liberalization or the trade and payments 
systems. With a few exceptions, Directors underlined 
their satisfaction with the progress in fiscal consolida
tion throughout the region. 

all these countries had been brought down substan
tially ti-om r:i.tes that once bordered on hyperinflation, 
it would continue to pose a challenge in a number of 
rhem; and throughout the region, excepting the 
Czech Republic, severe fiscal pressures remained. 
There were also wide variations in what l1.1d been 
.1ehieved in structural reforms. Regarding privatizarion, 
in almost all of these countries more than half of GDP 
originated in the priv.m: sector. The Czech Republic 
had registered particular!)' impressive gains on chis 
front, with the private sector producing roughly two 
thirds of output. Directors nevertheless indicated that 
additional ct-forts needed to be made in tr;rnsforming 
the structure of these economics through suppon of 
pri\',ltization and entrepreneurship. A reinvigorated 
reform process and a further reduction of government 
involvement in the economy would clearly be essential 
for achie\'ing forther market liberalization. 

Virtually all these countries had embarked on seri
ous stabilization and reform efforts. It was noted in 
the Board that those that had adopn:d more advanced 
programs, such as Albania, the Czech Republic, 
Poland, and Slovenia, had witnessed a rapid tkcline in 
inflation and had resumed growth. These coumrics 
were expanding at a pace approaching or exceeding 
average growth in the European Union. Despite a 
head start, performance has been mixed in Hungary. 
Although overall fiscal perform,rnce indicators had 

Diret:tors expressed support tor the outward
oriented \tratcgics adopted by these countries. They 

Box 11 
FCONO,\UES IN TRfu~SlTJON: FISCAL DEVELOPMENTS 

The May 1994 Board discussion on fis
cal developments in economics in tran
sition reflected a wide consensu~ on the 
criticJl role pla)•ed by fiscal policy in 
these programs in supporting the 
ncedcd front-loadcd stabilization effort 
while leading the way toward market
oriented reforms. Mosr Directors fur
ther agreed that pragmatism was 
required in the de~ign of stabilization 
and scrucrnral n:fonn measures. They 
li.ircher stressed, however, that simulta· 
neous action was required on several 
major front~, since reform~ in one area 
could easily be undermined by setbacks 
in other areas. In that contexr, Direc
tors welcomed the pragmatism of the 
Fund's approach to such issue~ as tax 
rcfonn while generally agreeing that 
d1ere was further scope tor reducing the 
relative size of the public sector in thesc 
countries. 

Fis..:al Federalism 
Several speakers observed that, with 
the collapse of central planning, pres
sure for a more decentralized approach 
to public finance was inentablc. While 
welcoming the potential gains in effi-

cicncy that could come from such an 
approach, they cautioned that moves in 
the direction of fiscal federalism would 
need ro be accompanied by a dear and 
balanced assignment of rc.sponsibiliry 
for both cxpendirure and revenue. The 
poinc was also made that issues related 
ro local government finance, and rhc 
direction of fiscal policy more gener
ally, in the transition cconomiei. would 
be difficult to resolve in d1c absence of 
a firm decision by the countries them
selves on the appropriate role of the 
government in the economy. Directors 
noted that in many of the countries 
under review, the fiscal balance had 
tended to deteriorate after the first year 
of d1e program as the pace of reform 
accelerated. Clearlr, a large and 
increasing govcrnmcnr borrowing 
requirement would impose a heavy 
burden during the transition, raising 
complex issues of financing and 
sustainability. 

Pragmatism in Policr Design 
In view of the different conditions and 
experiences of transition economics, 
most Directors felt that pragmatism was 

required in the design of stabilization 
and structural reform measure~. The 
point was also made that fiscal policy in 
the economics in transition had only 
recently been pried loose from its sub
ordinatc role.: in the ~ystcm of central 
planning, and that in many respects the 
administrative capacity and institutional 
structures of a market economy had yer 
to be devdopcd. Direcrors thu~ encour
aged the sraff to focus future tedrnical 
assistance work on adminisrrarin: 
capacity and insrirntion bllllding, 
panicul:trly in the area~ of tax Jdmini~
tration and public expenditure 
management. 

Din:ctors expressed a range of views 
on the dlcctiveness of tax-bru.cd 
incomes policies. A few speakers noted 
tlm such policies had proved useti.il in 
some cases; several others cxprcm:d 
skepticism, however, noting that tax
based income policies had not con
tributed signitkanrly ro containing 
inflation, while the)' had acred as an 
obstacle to greater wage differentiation 
and a mon: decentralized system of 
wage determination. 
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had all taken major strides toward integrating them
selves into the global market economy. As stabiliza
tion had taken hold, capital inflows had substantially 
increased in some of these countries. In the Czech 
Republic and the Slovak Republic, for example, large 
net inflows had reduced or eliminated the need for 
exceptional balance of payments financing. Direcrors 
expressed support of further trade liberalization steps, 
as seen in reduced import duties or future commit
ments to reduce them. 

ln September l 994 the Board concluded an Article 
IV consultation with Russia. Among other countries 
of the former Soviet Union, the Board concluded 
Article rv consultations during 1994/95 with Arme
nia, Azerbaijan, Belarus, Georgia, Kazakhstan, 
Moldova, Tajikistan, Turk.menista11, Uzbekistan, and 
Ukraine. Directors expressed concern about the con
tinuing external and domestic instabilities plaguing a 
number of these countries. The Board likewise cred
ited several of them, however, with putting forward 
plausible economic stabilization programs. While 
Directors expressed disappointment with the pace and 
contem of various stabilization and reform programs, 
they placed equal stress on maintaining the Fund's 
dialogue with the various national authorities. 

Particular concerns were voiced about the la.x 
stance of fiscal policy throughout the region. For a 
number of countries, Directors called for more res
olute efforts to curb subsidies and devise more efkc
tive revenue-enhancing measures. Although a tcw 
countries had made a promising beginning in advanc
ing structural reform, Directors indicated that addi
tional steps would have to be taken to ensure an 
effective transition from a state-run to a market
oriented economy. They considered that sustainable 
progress in macroeconomic stabilization would be in 
jeopardy unless the momentum of structural reforms 
was accelerated and stricter financial discipline was 
imposed on the enterprise sector. Such steps should 
include restructuring or closure of loss-making enter
prises, acceleration of the privatization program, 
elimination of tax and tariff exemptions, and the 
introduction of effective bankruptcy and anti monop
oly legislation. 

Noting the introduction of new national curren
cies, Directors stressed that the effectiveness of new 
monetary arrangements would be determined by the 
overall success of stabilization measures designed to 
strengthen monetary discipline within a framework of 
prudent tiscal and incomes policies. The Board wel
comed progress that had been made roward trade lib
eralization throughout the region and urged the 
authorities to continue to reduce export quotas and 
taxes. 

Directors saw a pressing need for firm monetary 
and fiscal policies as crucial to achie\·ing price stabili-
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zation. With respect to monetary policy, the Board 
welcomed efforts to increase interest rates to positi\·c 
levels in real terms and to unif)• the exchange rate. 
Orhcr measures recommended included tighter 
control over the government deficit, a restrictive mon
etary policy, and the imposition of hard-budget con
straints on state enterprises. More generally, Directors 
warned against gradual approaches to reform and sta· 
bilization. Although the existing security and political 
situation in many of these countries made adoption of 
bold measures difficult, the Board urged the aurJ1ori
ties to carry forward such programs where conditions 
allowed. 

Croatia 
The Executive Board met in October 1994 to discuss 
Croatia's Article IV consultation and approved its 
requests for an LS-month stand-by arrangement and a 
first purchase under the STF, for amounts totaling 
SDR 130.8 million. This discussion took place one 
year after the introduction of a stabilization initiative 
designed ro reduce inflation sharply, improve financial 
discipline, and restore monetary control. The pro
posed stand-by arrangement envisaged a consolidation 
of the success on rJ1e inflation front while encourag
ing a resumption of economic growth. ln addition, 
the authorities planned ro intensi/)1 reconstruction, 
put into place an adequate social safety net, and 
strengthen Croatia's external position and normalize 
relations with external creditors. 

The first step in the stabilization initiative was the 
adoption by the National Bank of Croatia ofa mone
tary policy based on tight and publicly announced 
targets for base money. After allowing an initial depre
ciation of some 20 percent, the central bank an
nounced that it would prevent the dinar/dcutschc 
mark exchange rate from depreciating beyond 
announced intervention limits through end-1993. 
A new interbank foreign exchange market was then 
introduced, and individuals were given the right to 
buy unlimited foreign exchange for current account 
transactions from the banking system in order to 
increase confidence in the dinar. As confidence in the 
program gn.:w, substantial remonetization took place. 
The authorities responded by allowing their targets for 
the growth of base money to be exceeded, and from 
mid-November 1993 onward the exchange rate was 
used as the nominal anchor. A new currency, the 
kuna, was introduced on May 30, 1994. 

The stabilization program has been successful, with 
inflation dropping abruptly and with cmly limited neg
ative etlcct on economic activity (Table 31 ). Con
sumer prices foll by 2.7 percent between end-October 
1993 and July 1994. 

Fiscal receipts as a proportion of GDP increased 
sharpl)', as ,1 result of lower inflation, the elimination 
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of most tax exemptions, and strong 
measures to reduce tax evasion. 
However, expendinires also 
increased, with the result being an 
overall balanced fiscal position. The 
Government imposed a tight 
incomes policy, and wage bill limits 
for the Government and majority 
state-owned enterprises were gem:r
ally observed. 

Broad money rose by about 
30 percent between October 1993 
and June because the velocity of 
money tell sharply as inflationary 
expectations improved. Although 
exports and imports were below 
1993 levels in the first quarter of 
1994, they had increased by the 
time of the Board discussion. 
Official reserves increased from 
$613 million atend-1993 to 
$866 million at end-Jum: 1994. 

Jn their discussion, Directors 
congratulated the Croatian authori
ties for reducing inflation to very 
low levels, cutting the fiscal deficit 
sharply, building up international 
reserves, and moving coward the 
introduction of market mechanisms 
to the economy, all despite the dif
ficult security situation. The aims of 
the authorities to encourage contin
ued economic growth, maintain 
price stability, increase the recon
struction effort, implement a social 
safety net, and normalize relations 
with external creditors as soon as 
possible were all strongly endorsed 
by the Board. Directors were opti-
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Table 31 
CROATLA: SELECTED ECONOMIC INDICATORS 
(Ammal percmr-cJm11ge 1111lc.rs otherwise 11ored) 

Domestic economy 
Real GDP 
Real consumption 
Real gros~ fixed investment 
Unemployment rate (end of period; 

in percent) 
Consumer price index (Dcc.-Dcc.) 

External economy 
(in miUions of U.S. dollars) 

1991 

-14.4 

15.5 
249.5 

Exports, f.o.b. 3,292 
lmports, c.i.f. -3,828 
Current account balance -590 
External dcbr (end of period) 2,978 
Official reserves (end of period) 

Financial variables 
Central government budget 

revenues (in percent) 
Central government budgcr 

expenditures (in percent) 
Cash deficit 
Bro.id money 
Deposit money bank interest rates 
Average deposit rate 

(end of period) 
Average Credit rate 

( end of period) 

15.0 

19.6 
-4.6 

1992 

-9.0 

17.8 
937.3 

4,597 
-4,461 

823 
2,736 

167 

20.4 

21.l 
-0.6 

569 

434.5 

2,332.9 

19931 

-3.2 
-1.2 

0.6 

17.4 
1,149.7 

3,904 
-4,666 

278 
2,638 

613 

20.3 

21.1 
-0.8 

1,093 

27.4 

59.0 

1994 2 

1.8 
2.0 
7.0 

16.5 
-2.5 

4,065 
-4,874 

76 
2,897 
1,149 

26.8 

27.l 
-0.3 
45 

3.8 

16.5 

Noce: Data in Lhc table reflect infom1ation available at the time of che Board discus· 
sion. lnteresc rares arc average annual rates in December ( 1992-93) and May ( 1994). 

1 Esrimnted. 
2Projccted. 

mistic that the ambitious inflation target could 
be met. 

inAows in the short term, but the authorities' capacity 
in that area was limited, and they should advance their 
timetable for the introduction of marketable govern
ment securities. 

However, Directors noted, there were significant 
risks to the program, with the most important being 
the political and security situation in the region. 
Steadfast commitment to the program's objectives was 
essential to success. For example, an overextension of 
credit to, or excessive wage payments by, majority 
state-owned enterprises could cause inflation tO rise. 
Therefore, Directors stressed, it was important to 

impose effi:ctive budget constraints on enterprises by 
breaking the links between banks and loss-making 
enterprises, and incomes policy had to be strictly 
implemented. While larger-than-expected foreign 
exchange inflows could be seen as a vote of confi
dence, they might also thrcatt:n the inAation targets. 
Sterilized intervention might be used to offset those 

Directors urged the authorities to accelerate the 
privatization program-most large enterprises were 
still publicly owned, although many small and me
dium-sized enterprises had been privatized-and to 
speed up the reform of the banking system and the 
structural reform program. 

Kazallhstrm 
The Board discussion on Kazakhstan took place in 
November 1994 ag.tinst the background of a deci
sively changed economic and financial siniation from 
early 1993, when the country was part of the mble 
area. On ovcmbcr 15, 1993, Kazakhstan had moved 

A N N U A L R E P O R T I 9 9 5 99 



©International Monetary Fund. Not for Redistribution

THE 1-U:--:D 1:-,: 1994/'lfi 

Table 32 

KAZAKHSTAl'l: SELECTED ECONOMIC INDICATORS 

cal politics, which had been suc
cessful in sharply reducing the 
monthly rate of inflation. Nonethe
les!>, Directors observed that the 
rate of inflation was coo high. Con
cerm:d at the sharp fall in the ratio 
of tax revenue to GDP, which had 
reached an unsustainable low of 

(Amrnnl p~l'cent change unless othcn11iu noted) 

1991 1992 

Domestic economy 
Real GDP -J 3.0 -L4.0 
Unemployment rate 0.3 
Consumer prices (annual average) 91.0 1,381 

External economy 
Exports, f.o.b. (in billions of U.S. dollars) 4 
Tmporrs, c.i.f. (in billions of U.S. dollars) 9.0 
Current account balance (in percent 

of GDP) -6.4 -24.l 
External debt (in billions of U.S. dollars) 
Real effective exchange ratel 

Financial variables 
General government balancc3 -7.9 -7.4 
Broad money (M2) 210.7 388.5 
1 merest ra te4 

1993 

-12.0 
0.5 

1,662 

4.8 
5.2 

-7.1 
1.8 

100.02 

-1.2 
691.9 
240 

1994 

-25.0 
0.7 

1,880 

3.3 
4.1 

-9.J 
2.5 

141 

-6.9 
562.8 
230 

J 4 percenr, Directors urged d1e 
,1urho1ities to intensify further their 
collection efforts, to reduce wide
spread rax exemptions, and to pro
ceed with rax reform. 

Nore: Data in the table reflect infom1ation a\'ailablc ar the time of the Board 

Directors also expressed concern 
over the authorities' resort to 
across-the-board sequestration of 
expenditures and delays in pa)'· 
mencs. They emphasized that such 
measures were unsustainable and 
undesirable and that prolonged cuts 
in inwsrment and maintenance out
lays could have major repercussions 
for growth. Jn this conrexr, Direc
tors noted that a broadening of the 

discussion. 
1An increase indicates a real appreciation ofrhe currency. 

tax base and srrict expenditure 

2Ar the time ofrhe introduction ofrhc national currency (November l993). 
31n relation co GDP. 

restraint, together with an 
improved structure for government 
outlays, would be important in 
achieving a durable fiscal position. 

4The refinance note of the National Bank of K.'lZakhstan at the end of the year. 

to monetary independence with the introduction of its 
own currency, the Tenge. Faced with high in0ation 
and declining output, the Kazakh authorities in early 
l 994 launched a major stabilization program to 
improve the financial sin1ation and reinforce strncniral 
reforms. 

By mid-1994, the program, after being derailed, 
was back on track. The authorities drastically tight
ened the fiscal position, strictly limited credit expan
sion and raised interest rates to positi\'e levels in real 
terms, and funher improved the management or 
macroeconomic policy. Substantial progress had also 
been made toward full price liberalization; the trade 
regime was further liberalized; and the privatization 
program was enlarged. 

B}' the third quarter of 1994, inflation had been 
sharply reduced, rhe exchange rate had stabilized, and 
external reserves had risen. The overall budget bal
ance, including quasi-fiscal operadons, had turned 
from a deficit ofl6 percent of GDP in tl1e first half of 
1994 to a surplus of4 percent (Table 32). 

In their discussion, Directors welcomed the 
progress that had been made since May 1994 toward 
financial stabilization. They commended tl1e authori
ties for the significant tightening of monetary and fis-
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Directors were unanimous in 
their view that the authorities had 

nor moved strongly enough ro impose financial disci
pline on, or restrutturc, the state enterprise sector. 
They considered that unless the momentum of struc
tural reforms was accelerated and stricter financial dis
cipline imposed on the enterprise sector, sustainable 
progress in macroeconomic stabilization would be 
jeopardized. Directors stressed th,1t vigorous action in 
enterprise reform was critical to fi1rther tht: progress 
toward financial stability and resumption of growth. 
In particular, the authorities were urged to avoid fur
ther delay in implementing the privatization program. 

The recent tighte11ing of monetary policy and 
efforts toward financial sector reform in 1994 were 
noted by Directors. Several welcomed the planned 
introduaion of new prudential regulations, the 
strengthening or banking supcl"\~sion, and the restruc:
ruring or several specialized banks. Strong support was 
expressed for further reduction or credit and monetary 
growth rates in 1995 and for keeping interest rates 
positive in real terms. However, rising arrears to the 
banking system were viewed as a threat to the stabiliry 
and credibility of the financial system. 

Directors welcomed the substantial progress that 
had been made toward trade liberalization and urged 
the authorities ro continue reducing export quotas and 
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taxes. They noted that the balance 
of payments position remained 
under pressure. In view of low do
mestic saving, Directors encouraged 
the authorities to make strong 
efforts to attract foreign direct 
investment. 

Directors agreed that a fiu·ther 
reduction in inAation should be 
given high priority; to achieve this, 
domestic bank financing would 
need tO be strictly limited in 1995, 
while wage restraint and exchange 
rate stabilization would also con
tribute. Some Directors stated that 
possible plans to move to a fixed 
exchange rate regime wen: prema
ture. Directors urged the authorities 
to undertake a vigorous and more 
sustainable adjustment effort in 
1995. It was noted that every effort 
should be made to ensure that 
social expenditures were not 
adversely affected by seque~tration. 

On the whole, Directors ob
served that, despite extremely diffi
cult economic conditions and exter
nal developments, progrcs~ had 
been made i11 the overa.11 direction 
and pace of economic reform poli
cies since the last Article rv con
sultation in April 1993, although 
slippages had occurred in both 
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Table 33 

LA1VIA: SELECTED ECONOlvllC INDICATORS 
(Am111nl perce11t c/Jmigc 1111less otl,mvise noted) 

Domestic economy 
Real GDP 
Consumer prices (end-period, 

percentage change) 

External economy 
Exporrs, f.o.b. (in millions 

of U.S. dollars) 
Imports, c.i.f. (in millions 

of U.S. dollars) 
Current accounc balance (in 

million~ of U.S. dollars) 

Financial variables 
General governmcm financial 

balance (in millions of Lats) 
Gross national saving (in percent 

of nominal GDP) 
Gross domestic invcsrmem (in 

percent of nominal GDP) 
Broad money (in millions of Lars) 

1991 1992 

-8 -35 2 

262 960 

6,4213 831 

5,2583 1,046 

2,356 3 21 

9 

100 

26 

25 
251 

1993 19941 

-15 2 

35 20 

998 I ,031 

1,1592 1,365 

1502 -83 

192 

12 
462 

-39 

l4 

[7 

650 

Note: Daro in the robk reflect information availabk at the time of the Board discus-
sion, unless otherwise indicated. 

1 Projected. 
2Dat:J revised ~ubsc4ucnt co the Board discussion. 
3Figurcs for 1991 arc distorted owing to exchange valuanon effect. 

macroeconomic policies and key structural reforms. 
They agreed that the direction and targets of the cur
rent stabilization and structural reform program 
deserved continuing Fund support. 

monthly inflation rate was reduced to below 3 percent 
in May 1995; a number of important structur,11 mea
sures were also taken. (This program served as a basis 
for the approval by the Board ofa new 12-monrh 
stand-by arrangement for Kazakhstan in early June 
1995.) 

Subsequent to the Board discussion and against the 
background of a less than fullr satisfucrory perfor
mance at the end of 1994, in early 1995 the Kazakh 
authorities launched ,l new economic program for 
1995. This program aimed at reducing the monrhly 
inflation rare to around l percent by July 1995, and at 
accelerating systemic reforms, with special focus on 
enterprise restructuring. To achieve these objectives, 
the authorities sought to limit the overall fiscal deficit 
to 3.5 percent of GDP, with less than l percenr of 
GDP in domestic bank financing; further, there would 
be strict limits on the growth of monetary aggregates. 
In order to accelerate enterprise restructuring, the 
authorities were planning to establish, in close cooper
ation with the World Bank, a Rehabilitation Bank, 
which would oversee the finances as well as the re
strucn11ing of selected, highly indebted state enter
prises. Macroeconomic policies were tightened 
considerably in the 1995 program, and as a result the 

Latvia 
Since regaining its independence in 1991, Latvia h,lS 
been engaged in a massive effort to transform its econ
omy to a market-based system. At the rime of the 
Board discussion in July 1994, an economic recovery 
was under way. Inflation was expected to moderate 
Further in 1994, afler having declined rapidly to a rate 
of 35 percent in 1993 from about 960 percent in 
1992 (Table 33). Similarly, positive real GDP growth 
was projected fi:>r 1994; revised data indicated rhat the 
reaJ GDP growth rate had fallen a further 15 percent 
in 1993 from the 35 percent drop in 1992. Despite 
economic indicators showing that economic activity 
had bottomed out during 1993, open unemployment 
continued to increase, reaching 6 1/2 percent by the 
end of March 1994. 
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Although structural reform lagged behind macro
economic stabilization, substantial progress was made 
in a number of areas, including the rehabilitation and 
privatization of the banking system and liberalization 
of prices and of the exchange and trade system. 

The Government elected in mid-1993 continued 
the comprehensive economic program launched in 
mid-1992, which focused on macroeconomic stabi
lization, but with more emphasis on reinforcing 
reform over the medium term. At their discussion, 
Directors commended the authorities for their contin
ued firm commitment to the overall aims of the eco
nomic program supported by a stand-by arrangement 
and by purchases under the STF. Direcrors expressed 
their confidence that the Government, despite a diffi
cult political and economic environment, would perse
vere with stabilization and reform. 

For sustainable growth, Directors agreed char price 
stability remained a prerequisite. Consequently, a firm 
monetary policy remained crucial to the economic 
recovery under way. At the same time, Directors rec
ognized chat the impact of capital inflows, together 
with the deficiencies of financial markets and monetary 
policy instruments, made it difficult to manage mone
tary aggregates. This underscored rhe need for contin
ued efforts to develop financial markets and policy 
instruments. In this context, Directors welcomed the 
continued commitment ro exchange rate flexibility in 
Latvia. A number of Directors encouraged the authori
ties to carefully consider the possibility of some further 
appreciation of the nominal exchange rate in the event 
that currency inflows into the Bank of Latvia resumed. 
Some Directors felt, however, that caution should be 
used in this respect and that the cxchang1: rate could 
more explicitly serve as a nominal anchor in Latvia. 

Directors emphasized that strong government sup
port would be needed to meet the objectives of morn:
tary policy. Most important, they felt, was that the 
deficit of the general government would need to be 
kept within the limit envisaged under the I 994 bud
get. They urged tl1e autl10iities to stand ready to take 
further revenue-enhancing measures should the bud
getary targets become endangered. Expenditures 
would also need to be monitored, Directors noted. 

The recent developments in tariff legislation were 
viewed with concern by Directors, since they fell shore 
of the comprehensive overhaul called for. Direcrors 
pointed out the benefits to Latvia of maintaining a rel
ativel}' liberal trade system and encouraged the author
ities co resist domestic pressures for protection. In that 
context, Directors noted that the tarim on many agri
cultural goods remained high and urged the authori
ties ro move ahead forcefully to furrher rationalize the 
tariff system. 

Directors welcomed the progress tl1at had been 
made in banking supervision and in the restructuring 
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and privatization of the former commercial branches of 
the Bank of Latvia. Improvements in rhe banking sys
tem and tl1e system of financial intermediation should 
lead to better prospects for saving and investment. 

Directors, encouraged by the removal of most legal 
obstacles for the privatization of medium-sized and 
large-scale enterprises, urged the authorities to speed 
up reform in chis key area, where progress had so far 
been disappointing. By late April 1994, 200 such 
projects had been approved, of which 85 had been 
completed; in contrast, rwo thirds of small-scale enter
prises were now privatized. 

The Board welcomed Latvia's decision to accept 
the obligations of Article Vlll of the Fund's Articles 
of Agreement. 

Russia 
Russia's economic performance during 1993 and the 
first half of 1994 was considered during the Board's 
Article IV discussion in September 1994. Officially 
recorded real GDP declined by 12 percent in 1993 
and by 17 percent in the first half of 1994 over the 
same period the previous year (Table 34). However, 
the actual fall in output, which was concentrated in 
the industrial sector, was probably less. This was 
because of the rapid growth of the private economy, 
which was only partially captured in the official statis
tics. Genuine structural change-as reflected in con
version from milita1)' to civilian output, develop1m:nt 
of the financial sector, and increased private retail 
trade-progressed, albeit slowly. 

1\llonthly inflation declined steadily aner late sum
mer 1993 to a low of5 percem in July 1994, reflect· 
ing a tightening of financial conditions since late 
L 993. Average real wages remained broadly 
unchanged from 1992, at about half the late 1991 
level. The rate of open unemployment increased only 
barely, and was 6 percent at end-July 1994. 

Fiscal developments were unc,·en, with the tiscal 
poliqr stance fluctuating considerably throughout 
I 993. As revenue performance began to deteriorate in 
mid-1993, the authorities relied increasingly on 
sequestration as a means of limiting cash expenditures, 
which led to substantial budgetary arrears. The cash 
deficit of tl1e general government dropped to 5.7 per
cent in 1993, but by mid-1994 it had increased over 
the 1992 level to 8.3 percent, as a result of continued 
weak revenue performance and despite a significant 
compression of ouda)•S. 

The growth of base money and ruble broad money 
trended downward throughout 1993 and the first 
quarter of 1994. Nominal interest rates were less than 
rhc rare of inflation during most of 1993 bur 
increased sharply during the second half of rhe year, so 
that positive real interest rares were achieved by the 
end of the year. 
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In 199 3, Russia recordt::d a trade 
surplus in its balance of payments with 
countries outside the former Soviet 
Union, mainly as a result of a signifi
cant fall in imports. However, this sur
plus declined sharply in the first half of 
1994, as imports picked up and an 
increase in energy exports was more 
than oftser by a sharp contraction in 
other exports, especially of machinery. 
In its trade with other countries of the 
former Soviet Union, Russia registered 
a surplus in 1993, with the volume of 
trade continuing to decline in 1994. 
Trade liberalization proceeded, 
although slower than planned under 
the program supported by a second 
purchase under the STF. 

Russia's official external debt at 
end-1993 was 26 percent of GDP, of 
which 90 percent was inherited by 
Russia from the Soviet era. Gross offi
cial reserves reached two months' 
worth of total imports by end-1993. 
The ruble appreciated over 200 per
cent in real terms between end-1992 
and end-1993 and another 7 percent 
during the first half of 1994. 

About rwo thirds of state-owned 
enterprises had been privatized by the 
middle of 1994. Increased importance 
was attached in mid-1994 to enter
prise reform and resrrucruring, with 
the issuance of several relevant decrees. 
However, progress on land reform 
continued to be slow. 

ln their discussion, Directors wel
comed the significant progress toward 
macroeconomic stabilization and 
structw·al reform. Tightened fiscal 
policies in late 1993 and earl~, 1994 
had helped to cut inflation earlier than 
envisaged, but monetary policy also 
played a critical role, and the fiscal 
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Table 34 
RUSSIA: SELECTED ECONOMCC 1ND1CATORS 
(Pe-rccm change over the corrcrpo11di11g period in previous year, 1111/ess othcn,,ise noted) 

Domestic economy 
Real GDP 
Registered unemployed (end of 

period, in percent of labor force) 
Conswncr prices {a\'cragc) 

External economy2 
Exports (in billions of 

1991 

-13 

0.1 
93 

U.S. dollars) 53.2 
Imports (in billions of 

U.S. dollars) 44.5 
Currenc account balance 

(in billions of U.S. dollars) 3.2 
Overall balance (in billions 

of U.S. dollars) 
Scheduled debt sen~cc (in billions 

of U.S. dollars)3 7.7 
Real exchange rate (I uly 1992 - l 00; 

rate during last month of period) 

Financial variables 
General go,.,crnmcnt balance (cash 

basis, in percent ofGDP)4 
Gross national saving 
Gross national investment 
Ruble broad monc)' 
Refinance r:ate of Central Bank 

(end of period, in percenc)6 

-16.0 

20 

Jan.-June 
1992 1993 1994 1 

-19 -12 -17 

0.8 l.l 1.6 
1,353 896 546 

41.6 46.3 19.3 

37.2 34.3 16.6 

-5.7 2.3 -3.1 

-13.3 -14.4 -9.4 

14.4 19.7 10.2 

89.5 274.3 295.2 

-6.9 -5.7 -8.3 
29.l 19.05 

25.3 20.15 
545 442 52 

80 210 155 

Nore: D:ita in the table reflect infonnation available at lhc time of the Boa.rd 
discussion. 

1 Preliminary. 
2Thc data relate ro Russia's external relations wici1 countries outside the fonncr 

U.S.S.R. 
3fo 1991, Russia's 61 percent share of the debt scrvkc of the former U.S.S.R. is used. 
41ndudcs the federal and local governments and the cxtrabudgerary funds; excludes 

unbudgctcd import subsidies associated "~th foreign disbursements. 
5Projcctions, for year as a whole. 
6Uncompoundcd annual rate. 

progress needed to be consolidated by the achieve
ment of positive real interest rates. 

implemented. A top priority of the 1995 budget 
should be to anest the revenue decline. Directors also 
encouraged the.: autl1orities to develop a medium-term 
fiscal strategy to take account of the major su·uctural 
changes in the economy with the aim of reducing the: 
fiscal deficit <Wcr time. As part of that strategy, a 
strengthened and better-targeted social safety net, 
including an increase in unemployment benefits, 
would be essential. 

Directors indicated that an important immediate 
concern was the worsening fiscal outlook for the sec
ond half of 1994. There were major weakm:sses in 
both government revenues and expenditure policies. 
Failure to adhere to the fiscal targets of the program 
supported by a second purchase undc.:r the.: STF would 
fuel inflationary expectations and damage the credibil
ity of the Government's economjc su·ategy. Directors 
noted with regret that many of the new revenue mea
sures provided for under the program had not been 

Directors commended the authorities on their con
tinued commitment to a free and unified exchange 
rate s~rstem and cautioned that the schemes for moni-

A N N U A L R E P O R T I 9 9 5 103 



©International Monetary Fund. Not for Redistribution

T H E F l' ~ D I >l I 9 9 -4 / lJ 5 

coring export proceeds and import payments not 
interfere with current account convertibility, since 
confidence factors had a key role in reversing capital 
flight and encouraging foreign direct investment. 
While welcoming the steps taken recently ro liberalize 
external trade, Directors regretted that the commit· 
menr to reduce exporr duties had been onlv partially 
implemented and encouraged the reduction of import 
duties and the abolition of encrE,>y exporr quotas. 
Directors also encouraged the authorities ro establish 
a timetable for acceptance of the obligations of Arti
cle V111, Sections 2, 3, and 4 of the Fund's Articles of 
Agreement. 

Directors noted tl1e continued progress in privatiz
ing stare enterprises and encouraged tl1e authorities ro 
keep up tl1e momentum in that :irca. However, the}' 
were concerned by the increase in enterprise :1rre:1rs 
since l:ite 1993, which partly reflected the absence of 
hard budget constraints. 

Russia's b:ilance of payments and external debt sit• 
uation remained difficult, Directors noted, and the 
significant loss of reserves resulting from exchange 
market intervention was cause for concern. Directors 
welcomed the progress in regularizing Russia's rela
tions witl1 its creditors and, given Russia's import;int 
role as a creditor itself, urged the authorities to clari~, 
issues regarding outstanding debt and arrears to Rus· 
sia by otl,cr countries of the Commonwealth of I nde
pendent Stares. 

Directors noted with concern that the strong 
points in Russia's performance had not obviously been 
reflected in increased confidence ar home, or on the 
parr of foreign investors. It was therefore important to 

stave off any perception of a loss of momentum in the 
reform effort. Directors emphasized the vital stake that 
the world economic community had in the success of 
Russia's reforms and urged tl,e authorities to set the 
stage for renewed economic growth and a sustained 
improvement in living standards by intcnsif)ring tl1eir 
stabilization efforts and accelerating structural ch;inge. 
They encouraged the authorities to undertake a bold 
adjustment effort in 1995 that could be supportt:d b~• 
the international financial community. 

Subsequent co the Board discussion, the financial 
policy stance deteriorated steadily during the second 
half of 1994. Beginning in July, the fiscal outcome 
worsened significantly compared with the objectives of 
the program (sec above). The deficit of the general 
government reached 11 ¼ percent of GDP in the third 
quarter-double tl,e program target-and net credit 
to tl1e government shot up in tandem, ending the 
quarter well above the program ceiling. During thc 
last quarter of 1994, the fiscal situation becamc 
increasingly precarious, leading to the events of 
"Black Tuesday" (October 11 ), when the ruble depre
ciated by more than 20 percent. Although the ruble 
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rebounded the following day, th<: loss of confidence in 
the currency and the absence of any signs of fiscal cor
rection resulted in a sharp rise in the velocity of 
money. The behavior of velocity (and inflation) was 
fi.1rther exacerbated by the issuance of a substantial 
volume of special Treasury obligations at below
market interest rates to enterprises, which in essence 
functioned as a means of payment for government 
outlays. Reflecting the authorities' desire to avoid a 
repeat of"Black Tuesday," moneta1y policy become 
more restrictive toward end-1994, and there was a 
major tightening in January 1995. A stringent monc
tary stance has been mainrained since then, with 
encouraging resulrs in terms of lower inflation and 
increases in gross inrernational reserves of the Central 
Bank or Russia. In April 1995, the Board approved 
Russia's request for a stand-by arrangement (sec sec
tion on Fund Support for Member Countries). 

Slovenia 
The Board met in August 1994 to discuss Slovenia's 
Article IV consultation. The discussion took place as 
tl1e Slovene economy showed signs of increasing vigor 
a_fter returning to grO\\"lli i11 1993 following two years 
of contraction (Table 35 ). Downward pr<:ssures on 
output st<:mming fi-om th<: disintegration of the for
mer Socialist Federal Republic ofYugoslavi:1 and from 
tl,e move coward a market economy were supplanted 
during 1993 by-buoyant real aggregate demand. Real 
GDP, which had fallen by- 15 percent during 1991-92, 
turned around in 199 3 to rise by I percent; b'TOWth in 
1994 was estimated at 4-5 percent. 

Real aggregate demand increased by 6 percent in 
1993, led by a rise of I I percent in private consump
tion that was fueled br real wage increases. I nvestmcnt 
activity also recovered in 1993, bur net capital forma
tion remained negative for the third consecutive ~'car. 
The rapid expansion in aggregate demand spilled over 
;umost wholly into greater import demand, and 
domestic output growth was confined to the service 
sector. Real activity continued to contract, albeit at a 
slowcr pace, in the agricultural :ind manufacturing sec· 
tors, altl,ough signs of recovery were evident in indus
trial output during the second half of 1993. 

Inflation declined dramatically in 1993, reflecting a 
slower expansion in reserve money and a substantial 
increase in real money demand. Despite significant 
administrative p1ice adjustments, retail price inflation 
fell to 23 percent ( December-.Decembcr) by the end 
of 1993 from 9 3 percent at the end of 1992. 
Although overall output expanded, employment in 
the nongovcrnmcnt sectors continued to fall, and the 
unemployment rate reached 15 1/2 percent by the end 
of 1993. 

A stronger-than-<:xpectcd revenue performance, 
arising from the high rate of real wage growth, led to 
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a small budget surplus of 1/2 of 
l percent of GDP in 1993 rather 
than to the deficit of 2 percent of 
GDP envisaged in the 1993 bud
get. As a result of a deterioration 
in the trade account, the current 
account surplus shrank markedly 
in 1993, declining to nearly 
L'/2 percent of GDP from 7½ per
cent in 1992. 

Structural reforms during 1993 
included die initiation of bank 
rehabilitation, including partial 
recapit.1.lization, which enabled 
affected banks to generate operat
ing surpluses for the first time. 
Losses of socially owned enterprises 
rdative to GDP were halved from 
the previous year, bur progress on 
privatization was slow. 

In their discussion, Directors 
complimented the Slovene authori
ties for the progress madl:' in 
rcn1rning early to real GDP 
growth, reducing inflation, and 
increasing foreign exchange 
reserves. They said the aurhoriries 
could be commended on the suc
cess of monetary policy, which had 
been supported by a strong fiscal 
stance and a hardening of the bud
get constraints on socially owned 
enterprises. 

But Directors remarked that 
additional steps were needed to 
consolidate these achievements. 
They advocated restraint in aggn:
gate demand growdi and recom
mended a more cautious budgetary 
seance, particularly given the role 
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Table 35 
SLOVENIA: SELECTED ECONOMIC INDICATORS 
(Am111al percmt cba11ge 1111/css 1>t/Jenvise 11oted) 

Domestic economy 
Aggregate demand 
Real GDP 
EmplO}'lllCnT (in thousands) 
Unemployment (in percent of labor 

force; end of period) 
Real net wages (average) 
Retail price~ ( end of period) 

External economy 
Merchandise cxporcs4 
Merchandise imports4 

Trade balance (in percent ofGDr) 
Real effective exchange ratc5 

Fi.na.t.1cial variables 
Overall government balance 

(in percent of GDP) 
Broad money (end of period) 
Real lending rate (in percent) 
Real deposit rare (in percent) 

1991 

-9.3 
839.0 

1.0.1 
-10.9 
247 

-6.0 
-12.6 
-2.1 

2.7 

1992 

-20.0 
-6.0 

783.4 

13.4 
-8.9 
93 

8.1 

6.4 
-9.0 

0.2 
125.1 

18-27 
4-7 

1993 

6.0 
1.0 

760.1 

15.5 
16.4 
23 

-8.9 
5.7 

-1.l 
2.6 

0.5 
63.3 
19-21 
7-8 

Nore: Dara in the table reflect information available at the time of the Board 
discussion. 

1 Projected. 
2Apnl 1994. 

19941 

4-5 
749.0 

14.62 

f.53 
13 

1.2 
-3.4 

1.2 
3.0" 

-0.5-0 
56.7" 
17-18 7 

8-9 7 

0Bascd on acrual developments during 1994: I and assuming wage ceilings and inffa. 
rion objective arc observed. 

4 Prior ro 1992, excluding cxporu and imporrs for processing and trade with former 
Yugoslav republic,. Tmporrs expressed on c.i.f. basis for 1991, and on f.o.b. basis for 
1992-94. 

•Depreciation•(-). Based on 1992 export trade weights of six major OECD trading 
partners. 

bMay 1993 to May 1994. 
7Junc: 1994. 

rhat continued fiscal surpluses could play in support of 
anti-inflationary monetary management. Some Direc
tors considered that undue attention to the mainte
nance of a giv<.:n real exchange rate could make more 
difficult the task of lowering inflation, and they sug
gested the adoption of a nominal exchange rate 

reformi>, and they supported the authorities' outward
ori<.:nted growth strategy, particularly the open trade 
regime. However, the slow pace of ownership trans
formation was viewed as an impediment that resulted 
in low lev<.:1s of investment, structural account sur
pluses, and an upward bias in wage setdements. Direc
tors urged the authorities to accelerate the pace of 
privatization, and th<.:y supported continued budgetary 
expenditure on structura.l reforms. 

anchor. Nevertheless, on balance the new incomes pol
icy and the stronger external position offered an 
opporruniry for a slower rate or crawl of the exchange 
rate wid1out undue erosion of external competitiveness 
and growth prospects. Several Dirccrors encouraged 
die audiorities to reduce die degree of indexation in 
the economy, especially of financial assets and wages, 
and, in particular, backward-looking indexation. 

Direcrors noted die need to secure the basis for 
long-term growth through continu<.:d structural 

Directors emphasized th<.: importance of developing 
an efficient domestic financial marker but recognized 
that access to foreign financial markets was hindered 
by external debt problems arising from the dissolution 
of the former Yugoslavia. Directors welcomed the 
progress made toward regularizing relations with offi
cial creditors. Directors encouraged th<.: autho1itics to 
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Table 36 

UKlWNE: SELECTED ECONOi\lUC INDICATORS 
(A111m11/ percent ch1111ge ,mless orbenPise noted) 

Domestic economy 
Domestic demand 
Real GDP 
Unemployment rate (in percent) 
Conswner price index 

External economy (fo billions 
of U.S. dollars) 

Exports, f.o.b. 
lmporcs, c.i.f. 
Trade balance 
OveraU balance 
External debt (end of period) 
Debc-service ratio (in percent) 
Exchange rare (end of period; Krb/S) 

Official 
Auction rare 

Financial variables 
General government balance 

(in percent of GDP) 
Net investment (real percent change) 
Broad money2 
Real broad money 
National Bank of Ukraine refinance 

race ( end of period) 

1992 1993 

-17 
-17 

0.2 
1,210 

11.3 
11.9 
-0.6 
-2.7 

3.5 
0.1 

638 
749 

-29.3 
-36 
921 
-51 

80 

-20 
-17 

0.3 
4,735 

12.8 
15.3 
-2.5 
-J.l 
4.1 
1.3 

12,610 
25,000 

-9.7 
-17 

2,103 
-79 

240 

1994 
Estimaced Revised 1 

-23 

842 

12.5 
JS.I 
-2.6 
-0.6 
7.5 

-9.l 

361 
23 

-23 
0.3 

891 

11.8 
14.2 
-2.4 
-1.8 

7.1 
12.4 

104,200 
104,200 

-8.6 

465 
13 

252 

last quart..:r. lntlation then fell 
sharply tO 4-5 percent ,1 monrh 
in the second and third quar· 
rers of 1994. However, there 
had been no administered price 
adjustments sin..:e December 
1993, and there were indica· 
tions that cost pressures were 
mounting in the face of a 
r..:newed acceleration in the 
rate of monetary expansion 
and a rapid deterioration in rhc 
underlying budgetary sirna-
tion. Real wages fell by some 
60 percent during 1993 and 
were subsequently broadly 
unchang..:d. 

Nore: Data in the cable rdlecc information available at the time of the Board discus• 

Because of a shift in traded· 
goods prices toward world le\'· 
els since 1992, Ukraine's heavy 
dependence on imported 
energy resulted in a sharp dctc· 
riorarion in irs terms of trad<.: 
and a considerable widening of 
its current account deficit. At 
the same time, the economy 
had suffered substantial capital 
flight. Jn 1993 and 1994, tl1e 
balance ofpa)'mcnrs gap was 
closed partly through a sizable 
compression of nonenergy 
imports, bur primarily through 
resorting to payments arrears. 
Th<.: accumulation of arrears sion unless otherwise indicated. 

1 Data revised subsequent co the Board discussion. 
2Foreign currency deposits valued at parallel exchange rates. 

sustain the recently accelerated pace of discussion with 
commercial bank creditors. 

Uliraine 
The Board met in October 1994 to discuss the Arti
cle IV consultation with Ukraine and approved the 
authorities' request for a first purchase under the STF 
(see section on Fund Support for Member Countries). 

Economic activity in Ukraine declined in 1993 
(Table 36) and was projected to continue to decline in 
1994. Net material product in tl1c first nine months of 
1994 fell by 20 percent compared with the same 
period in 1993. Although open unemployment 
remained negligible, by rnid-1994 some 15 percent of 
the labor force was estimated to be underemployed. 

Fueled by sizable monetary expansion, the monthly 
rare of inflation accelerated from about 40 percent in 
tl1e first quarter of 1993 to over 65 percent during the 
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during th<.: fu-st nine montl1s of 
1994 brought Ukraine's debt 
tO some S7 billion at tht: end of 
September. Mirroring the acure 

shortage of foreign cxchang<.:, the rate of exchange in 
the cash market (the only free market si11Ce late 1993) 
had d<.:prcciared very sharply. 

In October 1994, Ukraine announced a program 
of radical reform that incluc.kd unification of the 
exchange rate, a reduction in the budget deficit, curs 
in industrial subsidies, wide·rangi.ng liberalization of 
the economy, and mass privatization. 

In their discussion, Directors recognized the grave 
economic sirnation facing th<.: Ukrainian authorities 
and welcomed the strong po]jcy measmes taken by 
the Government shortly bdorc the Boa.rd meeting, 
which had signaled to the international community 
the Government's r1:solve to implement the necessarily 
comprehensive and ambitious program. Such imple
mentation was seen as requiring improvements in 
governance, administrative capacity, and internal coor· 
dination. Directors emphasized the program's risks, 
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including those of fiscal slippage, nonsupport by par
liament, and shortfalls in international support. They 
urged the Ukrainian authorities to move as soon as 
possible to a stand-by arrangem1.:nt and to o:tend 
both the scope and the time horizon of the stabiliza· 
tion and reform policies. 

Directors welcomed the emphasis on liberalization 
and structural reform measures, which were csst:ntial 
and should be extcnd1.:d even further. For example, 
the Government had a leadership role to play in the 
areas of privatization and developing a propitious 
environment for entrepreneurship. Ar the same time, 
Directors welcomed the rargeting of social support to 

protect the very poor from the impact of price and 
exchange market liberalization. 

It was noted that the budget would have co play a 
critical role in achieving the program's appropriatcl~• 
ambitious inflation targets. While Directors welcomed 
the aim to cut expenditure and limit bank financing of 
the deficit and the expenditure measures, they viewed 
this as representing first steps toward adjustment, 
given the projected size of the deficit. They under
scored the need to reduce the rok: of government in 
the economy further. Dirc.:rors also expn:sst:d concern 
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about the large increases in money and credit, and 
they emphasized the need to rJ..ise interest rates furd1er 
to positive levels. 

The Board welcomed rt:cem measures to liberalize 
the exn:rnal sector. They saw d1e unified exchange 
rate as essential for the strengd1ening of exports, the 
restoration of confidence, and an early reversal of capi -
tal flight. They emphasized that significant progress 
toward economic stabilization and structural reform 
was necessary befor1.: a fixed exchange rate should be 
introduced. 

Directors agreed char the expression of support tor 
Ukraine by bilateral and multilater::il creditors gave 
sufficient assurance that the external financing gap for 
the fourth quarter of 1994 would be closed. The large 
prospective external financing gap in 1995 reinforced 
the case for the Government to move quick)~, on a 
program that could be supported under a stand-by 
arrangement to begin in early 1995. Only then would 
it be possible to mobilize the substantial external sup
port that was required, Directors stressed. Such an 
arrangement was approved by the Board on April 7, 
J 995 (set: section on fund Support for Member 
Countries). 
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FUND SUPPORT FOR MEMBER COUNTRIES 

I., 1994/95 the Fund ,ppcm~d ,rand-by,;
rangemenrs for 17 countries, extended arrange
ments for 3 counrries, and ESAF arr.mgemenrs for 
11 countries. Twelve countries made purchases 
under the STF, and 2 countries obtained financing 
w1der the compensatory and contingency financing 
faciliry (CCFF). Fw,d financial facilities and policies 
a.re described briefly in Box 12; member countries' 
use of Fund facilities in l 994/95 is described fur

ther below. 1n addition to the amount of assistance 
provided to the member COW1tl)' under the Fund's 
facilities, the specific objectives of, and the macro

economic and structural policies addressed by, the 
Fund program are set forth. The macroeconomic 
policies cover both monetary and fiscal measures; 
structural policies may include, depending on the 
particular country, financial sector reforms, social 
issues (such as social satcty net~ and pension re
form), privatization, labor market reforms, and legal 
reforms (such as bankruptcy laws), among others. 

ln addition, during the year the Board reviewed 
performance under programs supported by stand
by and extended arrangements; the Fund's role in 
financing stabilization and reform in the economies 
in transition; the Fund's involvement in structural 

reforms, including member countries' adoption of 
indirect inscrumentS of monetary policy (such as 

open market operations, rediscount facilities, and 
resen 1e requirements); issues surrounding the 
Fund's possible financial support for currency stabi
lization funds; and how the Fund might better 
assist members in coping with sudden market dis
turbances, in a way consistenr with its catalytic role. 
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Review of Experience with Stand-By 
and Extended Arrangements 
The Board periodically reviews member countries' 
performance under Fund-suppom::d adjustment pro
grnms to a~sc5s their dlccrivencss. During 1994/95, 
the Board looked at programs supported by its tradi
tional financing at market-related terms-specifically, 
stand-by arrangements (short-term credits) and 
extended arrangements (longer-term credit5). 

The first pare of the review, at a June 1994 Board 
meeting, focused on c>vcrall economic results; specific 
policy issues and ourcome5 in the fiscal, financial pro
gramming, exchange rate, and su·uctural reform areas; 
and techniques of mo11itoring and evaluating pro
grams. The conclusion of tl1e review, at a November 
seminar, was devoted 1m1inly to a broad discussion 
or the aims or Fund-supported programs and how 
policy approaches might be modified to improve their 
etlcctivcness, particularly in securing an earlier and 
st1·onger rc5ponsc of output and employment. 

Preparatory to the Board review in June, the staff 
examined the record of countries for which such 
arrangements had been approved between mid-1988 
and mid-1991-45 arrangements in 36 countries.6 
Progr,rn, design took a three-pronged approach 
involving ( 1) reining in domestic demand tJ,rough fis
cal and credit restraint (for example, conr.roUing public 
borrowing and money creation ,111d moderating public 
spending and raising revenues), (2) mobilizing exter
nal financing to support the program (and often to 
clear external arrears and to provide debt relict), and 
( 3) adopting structural reforms to promote a supplr 
response and improve the efficiency of resource use. 
ln general, compliance \\'ith agreed-upon policy 
changes was high: countries adjusted policies broadly 
as envisaged, although there was substantial variation 

6Forthcommg in the Fund's OccasionaJ Paper series. 
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among countries, and some sufkred subsequent 
reversals. 

In both the June 1994 discussion and the (>V<.:m
b<.:r seminar, Directors focused on two core issues. 
First, did the three-pronged approach place roo much 
stress on achieving a short-term balance of payments 
adjustment, subordinating domestic goals of longer
term growth and better living standards to that of 
external equilibrium? Second, did the one-year pro
gram planning horizon inhibit consideration of 
medium-term problems and effects? 

Macroeconomic Pe1for111a11ce 
and Program Objectives 
In their June meeting, Director!> observed that the 
countries under review had notably improved their 
external positions and addressed debt difficulties: otl-i
cial reserves had risen, half the countries with external 
arrears had substantially cleared them, some countries 
had benefited from capital inflows, and current 
account positions had converged toward sustainabk 
levels of projected capital inflows. By contrast, changes 
in domestic economic p<.:rformance were less impres
sive. Although growth had on average risen during tht: 
period, investment and saving ratios had improved lit
tle, and developments in inflation had been mixed. 

A nw11ber of Directors indicated chat the more 
impressive performance of the external accou ms was 
not surprising, since in almost all cases it wa& the prc1-
sure of a severe external financing problem tl1at led 
countries to seek Fund assistance in the first place. 

Although some Directors wondt:red whether the 
objective of Fund support should not be defined nar
rowly as short-run balanct: of payments adjustment, 
most Directors urged that Fund programs should sup
port a broader array of macroeconomic aims over the 
medium term. These Directors recognized a potential 
conflict in tl,e short term, since the fiscal and mone
tary policy measures often needed for stabilization and 
external adjustment could depress growth in the short 
run. Favorable dfects on investment, saving, and out· 
put tended to come with longer lags; it might take 
consistent performance over a period before stabiliza
tion and reform policies bet:ame credible in tl1e minds 
of savers and investors. 

This mix of aims and time horizons had a number 
of implications for program design, whit:h the Board 
articulated at its November seminar: 

• Programs should nor be too ambirious in their 
short-term projections for growth and investment, and 
there should be no illusions that counrrie1-could nor
mally expect large improvements in both the ext<.:rnaJ 
position and growth in the short run. Nevertheless, 
tl1e external position was much less likely to be sus
tainable if growth remained low over the medium 

term. In that context, carefi.tl attention ~hould be 
given to an ,1ppropriate balance of policies. 

• Programs should be framed in a medium-term 
contt:xt. Tht: forward-looking nature of private sector 
dt:cision making meant that the eflcctivt.:ness of poli
cies in the short term depended on their medium-term 
consistency and credibility. In terms of procedure, a 
number ofDirecrors suggested that a document likt: 
the Policy Framework Papa used for SAF and ESAF 
arrangements would be a suitable vehicle for ensuring 
a medium-term perspenivc :111d intensified collabora
tion with rhe World Bank. Other Directors held that 
less formal instruments would be suitable, especially in 
cases in which an external crisis required urgent action. 

• Programs should strive for a u-ansparenc and pre· 
dictable timetable for structural reform to foster credi
bility and thereby encourage a timely private sector 
response. From the outset, programs should give pri
ority to a coherent set of structural measures, institu
tion building, and removal of distortions tl1at would 
stimulate supply response and invesm1ent. Scaff 
reports should explicitly discuss the potential costs of 
surling fr,r "second-best choiccs"-those that are eas
ier to implement but compromise longer-term growth 
and policy objectives. 

Adequacy or Fund financing was addressed in both 
sessions. In June, there was agreement that the more a 
counrry allowed its economy to deteriorate before 
undertaking adjustment with external support, the 
more diA-kult the adjustment would be. A number of 
Directors stressed the importance of external finance 
in facilitating adjustment with growth, although some 
supported the view that the staff may have placed too 
much emphasis on generating external finance. At tht: 
November seminar a number of Directors noted that, 
in their view, Fund-supported programs sometimes 
suffered trom inadequate financing; ocher Directors 
emphasized that stronger financing, which could now 
be secured under the new access policy, should lead to 
stronger programs and eliminate some of the delays in 
adjustment efforts. 

Specific Policy Issues and Ou,tcomes 
Most of the review of specific policy issues and out· 
comes, based on the staff studies, rook place in June, 
witl1 several important follow-up discussions at the 
November seminar. 

On fiscal polic_v, Directors welcomed the substantial 
progress in addressing fiscal imbalances during the 
programs reviewed. Reductions in fiscal deficits, 
wgetber with a shift from bank to nonbai1k financing 
of the budget, helped to redress the m·erall saving
im·estmenr imbalances ,md restrain gm·ernment 
absorption of bank credit. More generally, stronger 
and more predictable fiscal positions had fostered the 
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Box 12 
FUND }=ACILITIES AND POLICIES 

The Fund provides financial assistance co 
irs members through several f.J.cilicics 
and policies tailored to members' needs. 
The size ofrhc Fund's financial support 
and ci1e conditionality attached co ir vary 
according to cile nature of the macro· 
economic and structural problems that 
the member seeks to address and the 
Fund facility or policy designed to meet 
rhis need. Access to Fund resources is 
derermined in relation co a member's 
quora. 1n October 1994-in order to 
give confidence to members thar the 
Fund would be able to respond quickly 
and on an appropriate scale in support of 
~trong programs of economic adjust· 
ment-rhe Board increased for three 
years the annual access limit in die Gen· 
cral Resources Account (GRA) from 
68 percent to I 00 percent of quora. 

mcnts of25 percent of quota. For first 
credit tranche purchases, members arc 
required to demonstrate reasonable 
efforts ro overcome ci1cir balance of pay• 
ments diftkulties. Upper credit tranche 
purchases arc normally associated wicil 
stand-by arrangements. These typically 
cover periods of one to two years and 
focus on macroeconomic policies-such 
a..~ fiscal, monetary, and exchange rate 
policies-aimed at overcoming balance 
of payments difficulties. Performance 
criteria co assess polk)' implementa
tion-such as budgetary, credit, and 
external debt ceilings and targets for 
international reserves-arc applied dur· 
ing the period of the arrangement, and 
purchases arc made in quarterly install• 
mcnts. Repurchases are made in three 
:md one-fourth to fi"e years. 

medium-term programs dtat generally 
run for three years (up to four years in 
exceptional circumstances) and are 
aimed at overcoming balance of pay· 
mcncs difficulties stemming from m:icro· 
economic and structural problems. 
Typically, a program states the general 
objectives for the cilrec·year period and 
the ~pecific policies tor the tlrsc year; 
policies for subsequent years arc spelled 
out in program reviews. Performance 
criteria are applied, and repurchases arc 
made in four and one-half to ten years. 

Special Facilities 
Systemic tra11eformntionfn.cifity (STF). 
This was a temporary facility created in 
response to the needs of the economics 
in transition from centrally planned to 
market-based systems. It provided 
financial assistance to eligible members 
experiencing balance of payments needs 
resulting from severe disruptions in 

Regular Facilities 
Credit trn.ncJ,e policies. The Fund's credit 
under i~ regular facilities b made avail· 
able to members in four tranche.~ or seg· 

Extended F,mdfnci/ity. In addition to 
srand·b)' arrangements, the Fund makes 
credit available for longer periods under 
extended Fund facility arrangements. 
Under rhis racilicy, me Fund supports 

their traditional trade and paymcnti. 
arrangements. Ir w~ created in 

more stable financial conditions essential to better 
prospects for growth and irwestment. 

At their November seminar, Directors voiced rhe 
concern that more attention needed to be paid to the 
quality of fiscal adjustment-specifically, how the 
structure and level of revenues and spending might 
aflect prospects for investment and growth. Significant 
efforts in this direction were already being made: the 
staff study showed that, on average, fiscal adjustment 
fell about equally on raising revenues and cutting 
expenditures, that planned revenue increa~es were 
largest where initial revenue ratios were lowest, and 
that it was important to design revenue meJsures so as 
to minimize disincentive effects. However, fiscal tar· 
gets had not been regularly reported in a medium
term framework, and ad hoc, mid-cour~e corrections 
fell most heavily on spending, especially capital spend
ing. ]n order to achieve growth objectives, it was rec· 
ommended that effective tax reform measures be 
prepared early. Directors had earlier agreed on the 
need for more concrete analyses in programs of sus· 
tainable fiscal positions and for encouraging aurhori· 
ties to formLtlate spending priorities within a 
medium-term framework. Even more essential, Direc
tors now emphasized, was wholehearted government 
commitment to, ru1d ownership ot~ tht: program. 

In June, Directors affirmed the importance ofrhe 
financial program in overall program design, noting 
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that restraining credit growth had provt:d effective for 
achieving external sector goals, particularly increasing 
official reserves. Some Directors expressed concern 
that credit ceilings could even have been roo tight, 
resulting in high real interest rates and potentially 
destabilizing capital inflows. More generally, credit 
ceilings had tended to be less effective for controlling 
money growth-and, ultimately, inflation-in pro· 
grams that attached high priority to building reserves 
and preserving competitiveness. To deal with the lat· 
ter, programs might benefit from more explicit bench
marks for some monetary aggregate. 

With regard to cxchn11-gc rn.tc anchors, on the posi· 
rive side the Bo:ird obst.:rved that exchange rate 
anchors could hdp to achicw rapid price stabilization 
or maintain price stability in low-inflation countries. 
On the negative side, if not supported by strong finan· 
cial policie~, a nominal anchor could weaken competi
tiveness and produce unsustainable pressures on 
reserves. As one Director put it, an exchange rate 
anchor should nor be used when the preconditions 
were not there. Thus, the efficacy of an anchor shouJd 
be carefi.ally assessed in tht: specific circumstances of an 
individual country; ir required judgments about mar· 
ket perceptions, the sustainability of tight financial 
policies, and the balance between external ,md infla
tion objectives. Directors urged that each program 
present the authorities with a careful accounting of 
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April 1993 md was in effect through 
April 1995. Access to the facility was 
limited to not more than 50 percent of 
quota and could be in addition to 
financing obtained under other Fund 
facilities, and rhc repurchase period was 
the same as that for the exrended Fund 
facility. 

ro help finance members' contri
butions ro approved buffer srocks. 
Repurchases arc made in three and one.
fourth to fivc year~. 

updates, with the help of the Fund and 
the World Bank, a medium-term policy 
framework for a three-year period, 
which is ~et out in a Policy Framework 
Paper. Within this framework, detailed 
yearly policy programs arc formulated 
and are supported by SAf or ESAf 
arrangements. ESAF arrangemenrs dif
ter from SAF arrangements in the scope 
and strength of structural policies, and 

Emcrgc11cy Assistance 

Compc11-sntolJ' and conti,igwcy Jfoanc
ing facility (CCFF). The purpose of this 
facility is twofold. The compensatory 
clement provides resources ro members 
to cover shortfalls in export earnings and 
services receipts and excesses in cereal 
import costs tbat arc temporary and arise 
from events beyond the member's con
trol. The contingency clement helps 
members with Fund arrangements ro 
main rain the momenrum of reforms 
when f.accd ,,~th a broad range of 
unforeseen adverse external shocks, 

In addition to balance of pa)inenrs sup
port under its regular and special fucili
tics, the Fund provides emergency 
assistance in the form of purchases to 
help members meet balance of payments 
problems arising from sudden and 
unforeseeable natural disasters. Such 
purchases do not involve performance 
criteria or the phasiJ,g of disbursements, 
and repurchases must be made in three 
and one-fourth to five years. 

in rerms of access levels, monitoring 
procedures, and sources of funding. 
There was broad consensus in the Board 
at an April 1995 meeting that an ESAf
type facility should continue to be avail
able, provided that the revohfog nature 
of the Fund's resources and the mone
tary character of the Fund were 
respected. Din:..:rors also agn.:ed that the 
basic modalities of the existing ESAF 
had worked well and should be 

such as declines in export prices, 
increa~es i11 import prices, and flucn,a
tions in interest rates. Repurchases are 
made in three and one-fourth to five 
years. 

Buffer rtock ft111mci11g facility. Undt:r 
thii. facility the Fund provides resources 

Facilities for Low-Income Coumries 
Strncturnl ndjmtment facility (SAF) and 
e,,lmnced stmcturnl ndj11stme11t facility 
(ESAF) arnmgeme11t.r. These enable the 
Fund to provide rcsourc~ on conces
sional terms to support medium-term 
macroeconomic adjustment and struc
tural reforms in low-income countries 
facing protracted balance of payments 
problems. The member develops and 

retained. (Sec section on Conti1Jued 
Fund Assi~tance Through the ESAF.) 
SAF and ESAF programs include quar
terly benchmarks to assess performance. 
The rate of interest on SAF and ESAF 
loans is 0.5 percent, and rcpaymcnrs are 
made in five and onc-halfto ten years. 

advantages and drawbacks of using or not using an 
explicit nominal exchange rare anchor. 

Directors regarded str11ct11ra/ 1·efonns in many 
countries as essential for strong and sust;1inable 
growth and discussed them at length in June. In ad<li
tion to the structural issues in the fiscal areas men
tioned above, Directors commenced on structural 
reforms in the financial sector, labor m.ukets, and 
public enterprises, as follows. 

Vigorous ftnrwcia/ secto1· refonns and the general 
shift to positive real interest rates in most of the.: coun
tries under review were welcomed as steps that would 
strengthen the efficiency of resource :iJlocation. Direc
tors expressed concern, however, about the high level~ 
of real interest rates and the: widening of spreads bc
tween deposit and lending rates observed in several 
programs. Although episodes of high real interest rates 
had in geneml been only temporary, Dirc.:ctors cau
tioned that such developments could delay the rc.:
sponse of private i1westment and could lead ro banks 
taking excessive risks. To minimize those threats, 
Directors stressed that programs should try to ensure 
that supportive policies, such .is adequate prudential 
standards for bank lending and a sizable reduction 
in public sector borrowing, accompany financial 
liberalization. 

Rigidities in Labo,, markets and insufficient job cre
ation had featured as serious problems in many of the 

countrie~ under rc.:vicw. Often these problems had not 
been adequately addressed or analyzed during pro
grami.. To a large c:m.:nr, this situation reflected seri
ous weaknesses in, and frequently the outright absence 
ot: data on employment and nongovernment wages. 
Because these issues were central to economic growth, 
Directors urged the staff to encourage authorities co 
step up efforts to collect adequate data on wages and 
employment and to give more prominence to an 
analysis of these issues in program documents. 

Although Directors welcomed the advances that 
had been madt: in structural reform~, many observed 
th:.1t the actual sequmcing of reformJ had reflected pol it· 
ical and administrative constraints rather than optimal 
sequencing insofar as it was understood. Nevertheless, 
Dirc:ctors recognized that it was important to seize 
opportunities for reform on as broad a from as possi
ble, unless there were sequencing considerations that 
clearly militatt:d against a specific appro:.1ch. ln that 
connection, Directors pointed to several areas in which 
action had been slow: improving prudential controls 
and bank supervision, addressing weak b:.1nk portfolios, 
privatization, and restructuring c:xpcnditure. They 
strel,sc.:d tht: need to press harder for action in these 
areas and to provide technical assistance if appropriate. 

Because structural measures often required some 
time to take effect, many might not be achieved with
out sustained support. In this effort, it was important 
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for the Fund ro collaborate closely with the World 
Bank on issues that lay within the Bank's expertise and 
mandate. For example, some Directors felt that rhe 
analysis oflabor market policies should be addressed 
directly by the World Bank, although otl1ers viewed 
these policies as central to tl1e effectiveness of macro
economic adjustment and, thus, requi1ing greater 
focus in Fund reports. 

Monitoring and Evaluating Prog1•aws 
Directors agreed tl1at the techniques for monitoring 
programs-with their emphasis on ensuring compli
ance witl1 tlie financial program, preventing external 
financing gaps, and pursuing structural reforms-sup
ported the broad approach to adjustment. While see
ing little need for change, Directors urged tl1at 
performance criteria be as simple and transparent as 
possible. Witl1 regard to structural reform, tl1cy 
emphasized that no monitoring technique could sub
stitute for tl1e authorities' commitment to change; 
overseeing progress in this area was often better han
dled through reviews tl1an tlirough specilic perfor
mance criteria. Also, tl1ey suggested that more 
information on the use and effectiveness of prior 
actions be covered. The number of waivers that had 
been required d1·ew comment, although Directors 
noted tliat, on balance, wah·crs had provided appro
priate flexibi1ity to the application of conditionality, 
particularly in those countries making satisfactory 
overall progress. 

Many Directors reiterated tl1cir long-standing; 
dtsire to have a separate evaluation unit in the Fund, 
while others saw no need for one, and still others indi
cated :i desire to consider the specific structure of such 
a unit. 

Agenda f01-· Further Resea,·ch 
At the conclusion of the November seminar, the 
.Board agreed that several issues within the Fund's pri
mary responsibility required further study. Among 
them were how the combination of initial conditions, 
external environment, macroeconomic and structural 
policies, and key rigidities in tl1e economy had affected 
the path of saving, investment, and output during the 
adjustment phase. In light of the forward-looking 
nature of investment decisions, the study would have 
to examine the credibility and medium-term ..:onsis
tency of policies. Another important topic ofrhe 
investigation would be an in-depth examination of the 
structural aspects of fiscal adjustment. 

Most Directors agreed iliac it would be useful to 

examine the experiences of a number of both success
ful and less successful cases of growth-oriented :idjust
ment from a longer-term perspective, with a view to 

underst:inding tlie lags in policy effects :ind the 
dynamics of saving, investment, and growth. There 
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was also some support for examining a few countries 
that had carried our adjustment policies witl10ut Fund 
financial invul\'ement. 

Member Countries' Use of Ftmd Facilities 

Albania 

h11n11cinl 'i11pporr 

Second annual ESAF arrangement in the amount of 
SOR 14.12 million was approved on September 21, 
1994. 

Pro..,11 m 111 Objcc I iJ1cs 
Create conditions for sustained revival of growth witli 
declining inflation ( growth rate of 8 percent projected 
for 1994, and 6 percent for 1995). Reduce inflation 
to about 24 percent in 1994 and to IO percent in 
1995. Raise gross official reserves to tl1ree montlis of 
imports or goods and services. lmprO\'e balance of 
payments position. \Vork toward eliminating external 
arrears. 

Pol1cirJ 
Fiscal policy aimed at further reducing domestic credit 
to the Government \\'hile intreasing public investment 
through improved tax collections and control of cur
rent spending. Fiscal consolidation and strict limits on 
credit to public enterprises formtd the basis for mone
tary policy consistent with the inflation targets. 

M:ijor structural reforms under the ESAF have 
included priv:itizing :igricultura.1 land, housing, and 
small shops; decontrolling most prices; liber:ilizing the 
trade and exchange system; establishing :i liberal for
eign investment regime; and de\'cloping the legal 
framework for a market econom~1. 

To address social costs, tl1e Government estab
lished ,1 social satct)• net. Job creation promoted by 
encouraging private economic activity and foreign 
investment. The Government undertook co address 
environmcnral dtgradation and lack of acctss to dean 
water. 

Aigei·ia 

Fi11n11cU1.l Support 
SDR 731.52 million was approved on May 27, 1994, 
of which SDR 457.2 million was under a stand-by 
arrangement, and SDR 274.32 million was under the 
CCFF to offset a shortfall in export earnings and an 
excess in cereal import costs. 

Program Objrctii•i:s 
Reduc<.: underlying inflation. Attain real GDP growth 
of 3 percenr. Limit overall treasury ddicir to 3.3 ptr
cenr of GDP. 
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Policies 
The dinar was depreciated by 75 percent, supported 
by tight monetary policies and higher interest rates. 
Fiscal policy aimed ar sharply reducing the overall 
deficit based on wage restraint and a reduction in 
transfers; strengthening the tax system; and imple
menting various revenue measures. 

Structural policies included a liberalization of the 
trade and exchange systems; administered price adjust
ments and liberalization; public enterprise and bank 
restrucruring; a shift toward indirect monetary policy 
instruments; and introduction of a managed float for 
the dinar. These policies were accompanied by an 
overhaul of the social safety net ro improve targeting 
and support public enterprise restructuring. 

Argentina 

Fi11n11cinl S11ppm·t 

Extended Fund facility (EFF) arrangement extended 
to fourth year on April 6, 1995, and the amount was 
increased by SDR 1,537.1 million, for a total of 
SDR 4,020.25 million. The three-year EFF was 
approved on March 31, 1992. 

Program Objecti11es 
Restore liquidity in the fin:rncial sector, raise domestic 
saving, and re-establish confidence in the Govern
ment's ability ro defend the fixed exchange rate that is 
at the heart of the Convertibilit~• Plan. Rare of growth 
is assumed to slow co 2-3 percem, and inflation to 
3 1/2 percent. The current account deficit is projected 
to narrow to 2 percenr of GDP. 

Policies 
Fiscal policy for 1995 consists of a temporary 3 per
centage point increase in the \'a.lue-added tax (VAT) 
rate, increases in import duties, a broadening of the 
tax base, reform of the ,walth tax, unification of 
employer social security contribution rates across sec
tors, and improvements in tax administration. The 
monetary strategy for 1995 envisages a reversal of the 
decline in bank deposits. Structural policies included 
further steps toward privatization, labor market 
reform, and a bankruptcy law. 

Armenia 

Fi11n11cinl Support 
A first purchase under the STF for SDR L6.9 million 
was :tpproved on December 15, 1994. le repre~enrs 
Armenia's first use of Fund resources. 

Progm111 Obji:cti1,cs 
Create conditions for sustained noninflationary 
growth so as to raise living standards. Srrengthrn pub-

lie financc~ :ind reduce inflation to 1 percent a month. 
I ncreasc gross international rcscrves by the end of 
1995. Promote rapid export growth and encourage 
foreign investment. 

J>olicfrs 
Monct:11)' policy was tightened to reduce: inflation and 
increase gross international rcsel"\'CS. On the fiscal side, 
measures wc.:re implemented to enhance revenues and 
reduce expenditures, with an emphasis on broadening 
the tax base and directing social spending to the need
iest segments of society. 

Structural reform effc.ms included liberalizing the 
exchange and trade regimes, further liberalizing prices, 
creating the legal framework needed for a market 
economy, and pursuing privatization. Authorities 
undertook to establish a social safety net. 

Azerbaijan 

Fi11rr11cinl Support 

A first purchase of SDR 29 .25 million under the STF 
was appro"ed on April 19, 1995. This purchase repn.:
sents Azerbaijan's first use of Fund re~ources. 

Prn._11rn111 ObjcctiPcs 
Stabiliz.c prices quickly, creating an environment of 
low inflation, conducive to a resumption of economic 
growth. Limir the decline in real GDP to 6 percent, 
reduce monthly inflation to about 2 percent by 
the end of 1995, and limit the external current 
account deficit to less than l O percent of GDP and 
restore a sound external rescr\'c position to rhe cenrral 
bank. 

P11/icit:s 
The Government undertook to implement a tight 
monetary and credit policy. Net credit to the Go\'ern
ment from the banking system would be limited, 
rescl"\'e requirements have been raised, and interest 
rates \\'Ould be maintained ar positive real levels. The 
focus of fiscal policy would be to increase the effi
ciency of the tax administration and step up efforts to 
collect tax arrears. 

On the structural reform front, the: Governmem 
mok measure~ ro improve the li.mctioning of the mar
ket. Ir unified and liberalized the exchange rare 
rcgime, eliminated the state order system, liberalized 
the trade regime, abolished bread price subsidies, and 
adjusted energy prices. The Government underrook to 
complete price liberalization as well as develop and 
implement a program of privatization. The Govern
ment's social reform plan entailed restrucruring the 
social safety net, rargeting cash transfers, and improv
ing the unemployment benefit system. 
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Belarus 

Fi11n11cinl Support 
A second drawing Lmdcr the STF, for SOR 70.l mil
lion, was approved on J:rnuary 30, 1995. 

Program Objt:etil't'S 
Stabilize the economy by reducing the.: monthly rate of 
inAati.on to l percent by the end of 1995. Narrow the 
external current account deficit to 5.7 percent of 
GDP. Take decisive steps toward creating a market 
economy. 

P11/icit-s 
The Government's budgetary policy was set to con
tribute to stabilization by limiting the fiscal deficit to 
about 3 percent of GDP and domestic financing of 
the deficit to no more than 2 percent of GDP. Mone
tary policy would aim to limit the expansion in base 
money and bank credit and to maintain positive real 
interest rates. 

Strnctural reforms included price liberalization and 
adjustment of remaining administered prices for utility 
ser.'ices. Food prices would be allowed to reflect mar
ket forces, and domestic energy prices their full import 
costs. Credit allocation would be made incrcasinglr t>11 

market terms. Privatization of small and large state 
enterprises would be accelerated. The Government 
would continue to finance an adequate social safety 
net to shield vulnerable groups of the population 
against the impact of price liberalization. 

Bolivia 

Fi111111cinl Support 
A new three-year ESAF arrangement for SOR 100.96 
million and the first annual arrangement thereunder, 
for SDR 33.7 million, were approved on Decem-
ber 19, 1994. 

Prognw1 ObjcctiJ,es 
Real economic growth of about 4 1/i percent was 
assumed in 1995. Reduce inAation to 6 1/2 percent, 
and increase net international reserves. I mprovc 
resource allocation. 

Policies 
The Government agreed to maintain sound fiscal and 
monetary policies and to implement comprehensive 
structural reforms. 

Structural reforms included increasing private sec
tor investment and improving efficiency of resource 
use. Cona·ol of the largest public enterprises would be 
transferred to the private sector through capitalization 
and privatization. Education, pension, civil sc::rvice, 
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and judicial systems were to be rcformc::d. To address 
social issues, the:: coverage and quality of basic educa
tion and health were to be expanded. 

Fi11n11£"inl Support 
Augmentation ofSDR 69.74 million was approved on 
September 12, 1994 under the stand-by arrangement 
for SDR 69.74 million that was approved on April 11, 
1994. 

Prn..rrmm ObjrctiPcs 
Create the:: conditions for sustainable growth, includ
ing accderating stmctural reform. Reduce inflation 
considerably. Strengthen international reser.'es. 

Policies 
The firming of fiscal and inwmes policy stance was 
expectc::d to reduce pressures on prices and on the 
exchange rate. 

Progress in structural reforms included accdcration 
of privatization and passage of a modern bankruptcy 
law. Restoration of access to private capital flows was 
expected to improve growth and cmploy1m:nt 
prospects. 

Cambodia 

Fi11n11cirrl !l11pp11rt 
A three-year ESAF arrangemcnc for SDR 84 million 
and the first annual arrangement thereunder, for 
SDR 28 million, were approved on May 6, 1994. 

Progm111 Objfftii,cs 
Achic.:ve real economic growth of7-8 percent a year, 
raist tht levd of official foreign reserves, and incn::ase 
domestic and foreign investment. 

1'11/itit-s 
Fiscal and monetary restraint ro be combined \\~th a 
strengthening of institutions, a public invesrmenr pro
gram supported by conccs~ional financing from 
.,broad, and broader structural reforms. Tight financial 
policies will avert need for monetary financing of the 
budget. Growth in liquidiry would thu~ be:: curtailed 
and inflation held in check. 

Structural reforms included reform of the financial 
sector, introduction of a more liberal foreign invest· 
ment law, and more cautious foreign borrowing. 
Other planned measures include reforming the civil 
ser.•ice, restructuring the military, and privatization. 
On rhc social front, rhc geographic base for economic 
development would be broadened and a targeted 
social safety net created. A11other priority is environ· 
mental policy to conserve forested areas. 
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Congo 

Fiunncinl S11pport 
A stand-by arrangement for SOR 23.16 million was 
approved on May 27, 1994. 

Progm111 Objrcti>>es 
Increase the average rate of real GDP growth to 5 per
cent a year by 1995-96. By 1996, reduce inflation to 
pre-devalu.1tion levels and narrow the external current 
account deficit to 14 percent. 

Policies 
The change in the parity of the CFA franc and ac
companying macroeconomic policic~ and structural 
reform were expected to accomplish objectives. A 
key element of the reform wa~ an improvement in 
public finances. Other elements included broadening 
domestic tax base to raise revenues and rationalizing 
expendin1res by restructuring and downsizing civil 
sen,ice and tightening policy on subsidies and trans
fers. FiscaJ policy would ,1im at reducing excess 
domestic treasury borrowing, ensuring credit to 
productive activities, and limiting credit to public 
enterprises. 

Key structural reforms included rcstrucmring and 
streamlining public enterprises, disengaging govern
ment from the market, liberalizing the regulatory 
framework and labor market, and completing banking 
rehabilitation. Government addressed social issues by 
temporarily suspending import taxes on some com
modities and freezing low-income rents and the price 
of kerosene. The Government planned to focus expen
diture on infrastructure investment, retraining, ,rnd 
severance pay schemes. 

Croatia 

Fina11cinl Support 
SDR 130.8 million was approved on October 14, 
1994, of which SOR 65.4 million was under a stand
by arrangement and SOR 65.4 million was under the 
STF. A second STF drawing ofSDR 65.4 million was 
approved on Aptil 10, 1995. 

Progrnm Objccti11cs 
Achieve economic growth of3 percent a year in 1995. 
Stabilize inflation at about 2.6 percent b}' the cnd of 
1995 and strengthen the extcrnal position while nor
malizing relations with cxternal creditors. Increase 
reconstruction effort. Reduce central government 
deficit to 0.3 percent of GDP in 1994 and 0.5 pcrcem 
i.t1 ) 995 through financing from multilateraJ 
institutions. 

Policii:s 
Under fiscal policy, monetary financing of fiscal deficit 
would be eliminated, credit access of loss-making 
enterprises restricted, and incomes policy tightened. 

So·ucrural reforms included restructuring banks and 
enterprises and accelerating privatization. Ongoing 
public sector reform emphasized strengthening expen
dinire control, tax administration, and budget plan
ning. On the social front, a social safety net would be 
introduced to protect the most vulnerable groups. 

Ecitador 

Fi11n11cial Support 
A stand-by arrangement for SD R 130 million was 
approved on May 11, 1994. Augmentation of 
SD R 43.9 million and disbursement of sec-asides were 
approved on November 22, 1994 ro support opera
tions to reduce debr and debt service to external com
mercial creditors. 

Prqgrnm Objcctil'es 
Strengthen foundation for sustained growth by main
taining .1 real GDP growtl1 rate of 3 percent in 1994 
and 4 percent in 1995, lowering inflation to 20 per
cent in 1994 and to less than 15 percent in 1995, and 
restoring medium-term external viability. Increase net 
international reserves by $275 million iJ1 1994 and by 
S300 million in 1995. 

Policies 
fiscal policy was designed to liiTlit pubEc sector deficit 
to 0.5 percent of GDP in 1994 and furtl1cr improve 
public sector finances in I 995. Monetary and credit 
policies were designed to be consistent with inflation 
goals and the targeted gain in reserves. 

On rhe structural side, rhe Government embarked 
on a program to increase private sector participation in 
telecommunications, hydrocarbons, and electricity. 
Customs services were simplified and certain activities 
privatized. A law to simplify the wage structure was 
proposed, and steps to reduce labor market rigidities 
would be considered. Public spending was reoriented 
toward the social st:ctors. 

Equatorial Guinea 

Finn11cinl Sttppon 
A second annual ESAF arrangemcnr for SDR 3.68 
million was approved on May 2, 1994. 

Progmm ObjcctiVt:s 
Accelerate economic growth, contain inflation at 
35 percent, and improve the overall baJance of pay
ments. Reduce extcrnaJ current account deficit. 
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Policies 
Under fiscal policy, measures to enhance n:venue and 
restrain expenditure would shift the overall fiscal bal
ance to a surplus of 1.7 percent of GDP. Mom:tary 
and credit policy would support economic t:xpansion 
and conu·ol inflationary pressures. 

Strengthened macroeconomic and structural adjust
ment policies, including tightening financial and 
incomes policies and deepening reforms in ag,iculrure, 
public administration, public enterprises, and the finan
cial sector, would permit achievement of medium-term 
goals. The Government undertook to address social 
issues through medium-term reforms, which aim at 
impro,~ng the well-being of the rural population. 

Estouia 

Fi11n11cin/ S11pport 
A second STF purchase for SDR 11.625 million was 
approved on January 9, 1995. A stand-by arrangement 
(precautionary) for SDR 13.95 million was approved 
on April 11, 1995. 

Prngmm Ovjcctil'l'S 
In 1995, achieve real economic growth of6 percent, 
led by exports and investment. In.tlation is expected to 

decline fi.1rther to 26 percent, and the external current 
accow1t deficit is targeted at about 5 percent of GDP. 

Policfrs 

The main clements of the program arc the continua
tion of a tight fiscal stance aimed at a balanced finan
cial position of the general Government; firm 
adherence to the principles of the currency board 
arrangement; maintenance of a liberal exchange and 
trade system; continuation of structural reforms aimed 
at strengthening the development of the private sec
tor; and financial sector reform. 

Ethiopia 

Fi11n11ci11l S11pport 
A third annual SAF arrangemcnr for SDR 14.12 mil
lion was approved on November 9, 1994. 

Progmm Okfecti11cs 
Increase rate of economic growth to about 5.5 per
cent. Limit the rate of inflation to about 10 percent. 
Contain the external current account deficit, including 
official u·ansfers, to 3.4 percent of GDP. Maintain 
gross official reserves at about five months of imports. 

Policfrs 
Macroeconomic policies included holding expansion of 
broad money to a rare below that of nominal GDP 
growth and reducing the fiscal deficit. Fiscal policy was 
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tightened in 1994/95, although provision was made 
for increased funding for economic and social services. 
Tax reforms were implemented to strengthen the 
medium-term fiscal position and help simplif)1 and 
rationalize the fiscal environment for the private sector. 

Structural reforms focused on tax administration 
reform, civil service reform, liberalization of foreign 
cxchange markets, and privatization. On the social 
side, tht: Government increased the allocation for ser
vices and undertook to allocate funds for sever,rnce 
payments and to extend cn:dit to retrenched workers 
starting small businesses. 

Georgia 

Fi11a11cinl Support 
A first purchase under the STF for SDR 27.75 million 
was approved on December 15, 1994. It represents 
Georgia's first use of fund resources. 

Pro_qmm Ovjcctil't'S 
Halt hyperinAation and reduce monthly rate of inAa
tion to 1 percent by the end of 1995. Stabilize the 
national currency while strengthening Georgia's gross 
reserve position. 

Policies 
fiscal policy aimt:d at strengthening revenue perfor
mance through tax measures as well as through tight 
expenditure controls, elimination of subsidies, and 
mobilization of resources through domestic sales of 
in-kind grants provided by donors. The Government 
undertook a tight monetary policy and sought to refi
nance or reschedule irs external obligations on conces
sional terms. To facilitate the transition to a market 
economy, solidif)• the foundation for growth, and 
attract foreign investment. 

Structural reforms entailed restructuring the gov
ernment apparatus, imposing hard budget constraints 
on enterprises, modernizing the financial system, estab
lishing a legal basis for private property rights, and ac
celerating privatization. To address social costs, the 
Government made assistance available to pensioners 
and some low-paid cmployct:s, with special provisions 
for children 16 Jnd under, single mothers, and 
refugees. 

Gitinca 

Fi11n11ci11/ S11pp11rt 
A second annual ESAF arrangement for SDR 17.37 
million was approved on September 23, 1994. 

Pr0Lqm111 Obji·ctil'f.r 
Expand output and employment, achieve a viable 
external position, and establish a supportive environ-
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ment for private sector devdopmenr. Achieve, for 
1994 and 1995, real GDP growth of4.5 pem:nt and 
contain inflation at 4 percent. 

Policies 
Macroeconomic policies were designed to strengthen 
progress toward macroeconomic stability, further lib
eralize foreign exchange market, and increase the 
momentum of monetary policy and financial sector 
reforms as well as of judicial and other structural and 
institutional reforms. Fiscal policy aimed at lowaing 
budget deficit and increasing domestic saving, thereby 
reducing extcrnal current account deficit, anJ at pro
moting economic growth by strengthening incentives 
and increasing outlays on basic infrastructure. 

Structural policies emphasized improving cnviron
menc for private sector activities and scaling back the 
public sector through privatization or restructuring of 
enterprises. Emphasis of social reforms was on provid
ing more basic health and education services and on 
protecting the environment. 

G11,inea-Bissatt 

Fimmcinl Support 
A three-year ESAF arrangement for SDR 9.45 mil.lion 
and the first annual arrangement thereunder, for 
SDR 3.2 million, were approved on January 18, 1995. 

Prn_qm111 ObjutiPcs 
In 1995, achieve 3.3 percent economic growth, cut 
inflation ro 15.5 percent, and limit the external cur
rent account deficit to 20 percent of GDP. Limit the 
overall deficit to less than 2 3 perccnt of GDP in 199 5. 

Policies 
The essence of fiscal policy would be to enhance gov
ernment revenue performance along with expenditure 
restraint by containing the government wage bill and 
capital outlays. To complement fiscal effort, monetary 
and credit policies would be tightened. 

The structural reform effort wmdd focus, in 1995, 
on reformjng the legal and regulatory framework, 
rehabilitating the energy sector, improving transporta
tion, and accelerating public enterprise and civil ser
vice reform. The focus of social reform would be to 
strengthen the provision of health and primary educa
tion services. 

Guyana 

Finnncial S11ppo1·t 
A new chree-year ESAF arrangement for SDR 53.76 
million and the first annual a1i-angement thereunder, 
for SDR 17.9 miJ!jon, were approved on July 20, 
1994. 

'il'PPORT FOR. MEMBER. cou:--TRIES 

l'rOlJrnm Objccrfocs 
Achieve average growth of 5 percent a year, reduce 
inflation to 4 pcrcenr by 1996, and maintain gross 
international reserves at seven to eight months of 
imports. 

Policfrs 
Fiscal policy would focus on simplifying tl1e tax system 
and eliminating exemptions from import duties and 
income taxes, and allowing prices to be determined by 
market forces. No price conn-ols would be introduced. 

Structural policy involved restructuring or privatiz
ing public cnrerprises, reforming the financial system, 
and addressing public sector skill shortages. On the 
social from, the program focused on infrasn-ucrnre 
and nurririon projects and on projects ro supply med
ical needs and provide food. Another p1iority was con
servation of the ecological balance. 

Haiti 

Fi11m1Cinl ,')//pport 
A stand-by arrangemenr for SOR 20 million was 
approved on March 8, 1995. 

Prngrnm Objatil'rS 
Reduce inflation to 15 percent a year and increase net 
international reserves by S45 million. Real GDP is 
projected co grow by 4.5 percent, mainly on the basis 
of a large increase in public investment of 7 .2 percent 
of GDP, co be financed through external aid. 

Policies 
Fiscal strategy was designed to widen the fiscal deficit 
temporarily so as ro meet immediate reconstruction 
and rehabilitation needs and alleviate poverty while 
introducing measures to address the underlying fiscal 
imbalance and providing for restra.ined wage and 
financial policies. 

Structural measures included simplifying the tariff 
regime, introducing a new pen-oleum pricing policy, 
initiating public enterprise divestiture, and reforming 
the state electricity company. Social reforms included 
small projects aimed at rehabilitating the social and 
economic infrastructure. 

Honduras 

Ft11n11cial Suppon 
A second annual ESAF arrangement for SDR 20.34 
million was approved on fanuary 30, 1995. 

PtOJfrn 111 Objccti 11cs 

Achieve export-oriented economic growth of 4.5 per
cent a year du1ing 1995-97, lower inflation to 12 per
cent in 1995 and to 5 percent in 1997, and increase 
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national saving relative to GDP to 19.5 percent in 
l997. Increase gross international reser\'eS to three to 
three and one-half months of imports by 1997 and 
reduce the external public debt. 

P<1licics 

Fiscal strategy called for lowering the underlying fiscal 
deficit by reducing generalized subsidies, increasing 
utility rates, and adopting tax revenue measures. 

Structural policies included reforming rhc public 
sector, rationalizing government expenditure, and pri
vatizing or restrncturing major enterprises and ser
vices. Resource allocation and growth prospects would 
be improved through srruerural reforms in the agricul
ture, energy, financial, and transportation sectors. The 
social safety net included assistance with short-term 
employment and financing for small-scale projects in 
social and economic infrastructure and social services. 

Jordan 

Fimmcifl-l Support 
An EFF arrangement for SDR 127.8 million was ap
proved on May 25, 1994. The arrangement was in
creased by SDR 25 million on September 14, 1994 and 
by a further SDR 36.5 miJJion on Februa1y I 3, 1995. 

Program Objccti1•cs 
Sustain GDP growth at 5.5 percent. Contain the 
annual rate of inflation at 5 percent. Further reduce 
the external current account deficit by about 3 per
centage points to 9.7 percent of GDP and increase 
central bank foreign exchange reser\'eS to the equiva
lent of two and four-tenths months of imports. 

Policies 
Fiscal policy sought to further reduce the budget 
deficit while enhancing the quality of public expendi
tures. Fiscal policy would be supported by a firm mon
etary stance. 

Structural policies would consist of tax reforms to 

enhance revenue elasticity and efficiency of thc tax sys
tem and a switch to indirect monetarv control and 
development of monetary programming techniques. 
The financial, exchange, and trade systems would be 
further reformed. Social safety net measures included 
better targeting of expenditures through wider use of 
a coupon-based system for selected basil" food items 
and providing direct income support to poor families. 

Ky1:gyz Rep11-blic 

Fina11cial Support 
A three-year ESAF arrangement for SDR 70.95 mil
lion and the first annual arrangement thereunder, for 
SDR 23.7 million, were approved on July 20, 1994. 
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Pr" .. 1Jrn111 Oujatil'es 
Limit the decline in real GDP to about 5 percent in 
1994, with growth resuming in 1995. Lim_it monthly 
inflation to no more than 3.5 percent by the end of 
1994 and to 2.5 percent or less by mid-1995. Reducc 
the current account deficit to just undcr l l pcrcent of 
GDP in l995. 

Policies 

Fiscal policy included measures to enhance rcvenues 
and contain expenditures. These measures would be 
reinforced by the cstablishment of a treasury with cen
tralized payments, expenditure control, cash manage
ment, and fiscal reporting. Monetary and credit 
policies were designed to be consistent with inflation 
targets. 

Structural reforms were formulated to accelerate, 
and improve the transparency of, privatization; reform 
stare enterprises; complete price and trade liberaliza
tion; and reform the legal, regulatory, :md institu
tional framework. The Government undertook to 
implement a social :'lssistance program, providing 
unemployment compensation and protecting basic 
and priority social services from expenditure cuts. 

Lao People's Democ1-·atic Republic 

Fi11n11rinl Support 
A second annual ESAF arrangement for SDR 11.73 
million w:'ls approved on January 25, 1995. 

Progrn111 ObjcctiPcs 
For l 995, achieve real economic growth of 7 percent, 
reduce inflation to 5 percent, and further narrow the 
external current account deficit to about 12 percent of 
GDP. Achieve an O\'eraJJ balance of payments surplus 
sufficient to increase gross official reserves to about 
rwo and one-half months of imports. 

Policies 
Fiscal poliq• would be tightened, and adequate 
resources would be provided ro social sectors and 
infrastructure. Monetary policy was formulated to 
contain inflation ,rnd maintain external viability. 

To promote private sector activity, the Government 
would continue such structural reforms as privatizing 
and streamlining civil service, introducing a simplified 
tariff structure, and strengthening fiscal management 
and the legal framework. Social efforts would focus on 
providing essential social and economic infrastructure. 

Latvia 

Fi11n11cinl Suppon 
A second STF purchase for SDR 22.875 million was 
approved on July 15, 1994. A stand-by arrangement 
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(precautionary) for SOR 27.45 million was approved 
on April 21, 1995. 

Program Objcctii•i:s 
Thee: program for 1995 st:cks ro lay a firm foundation 
for sustained economic growth, contain inflation 
at 15 percent ( end of period), maintain external vi.1-
bility, increase real GDP by 5 percent, and achieve 
an external current account deficit of 3 percent of 
GDP. 

Policies 
The program aims to reduce the overall fiscal deficit 
by almost 2 percent of GDP through a sharp curtail
ment of government net lending to public enterprises. 
Monetary policy was formulated to contain inflarion. 

Structural reform will entail privatization and intro
duction of a draft law on bankruptcy for enterprises. 
The authorities are committed to reforming the finan
cial sector and to promoting an efficient and competi
tive banking system. The Government undertook ro 
implement social reforms, including introducing a 
funded pension system. 

Lesotho 

Fi1l(mcial Suppon 
A stand-by arrangement (precautionary) for SDR 8.37 
million was apprm·ed on September 23, 1994. 

Progrn m Objcctfri:s 
Achieve real growth rate of 11-12 percent and contain 
inflation at no more than 8 percent. Rt:duce the cur
rent account deficit to about l.7 percent of GNP and 
build up net foreign exchange reserve:.. 

Policies 
Fiscal policy was designed to attain an overall budget 
surplus of2.8 percent of GNP, and monetary policy, 
consistent with inflation and balance of payments tar
gets, was designed to enhance efficiency in financial 
intermediation. 

Core structural reforms were to establish a frame
work for privatization and reform the civil service. In 
agricultun:, production of high-value export crops 
would be encouraged through pricing and marketing 
policies. Key social measures were to reform education 
and health care systems and work toward reducing the 
population growth rate. 

Lithuania 

Fi11m1cin/ S11ppon 
An EFF arrangement for SOR l 34.55 million was 
approved on October 24, 1994. 

Prrtqrn m Obji:ctii>rs 
Achieve an economic growth rate of 6¼ percent in 
1995. Reduce inflation from 72 percent in 1994 to 
25 percent in J 995. Reduce ec:xtemaJ current account 
deficit co 3 pt:rcent of GDP in 1995 from 4 percent in 
L994. 

Policies 
Tight fiscal policy and maintenance of currency board 
arra.ngement at unchanged exchange rate parity are 
pillars of the program. 

To develop the private sector, structural policies 
emphasized privatization, financial sector reform, and 
the legal framework. Other priorities were develop
ment of a strong, efficient banking system; legislation 
on bankruptcy, registration, and toreclosure of loan 
collateral; and enterprise accounting rules. Institu
tional reform was directed at the pension system, 
social benefits, and unemployment compensation. 

Malawi 

Fi11r111cial Supporr 
A stand-by arrangement for SOR 15 million was 
approved on November 16, 1994. 

1'1'1Lf11'nlll Objectil't'S 
Arrest the deterioration in real GDP. Reduct: infla
tion to 26 percent. Conrain the external current 
account deficit at about 13.7 percent of GDP. By 
the end of the program period, increase foreign 
exchange reserves ro one and three-tenths months of 
imports. 

Policies 
Fiscal policy was formulated to limit the budget deficit 
by broadening the revenue base and strengthening 
procedures for monitoring and controlling expendi
tures. Indirect monetary policy instruments would be 
used to slow inflation and reduce pressure on the bal
ance of payments and exchange rate. 

Structural reforms would include removing restric
tions on domestic trading of agricultural commodities 
and promoting private sector participation in fertiliLer 
wholesale and n:tail activities. To mitigate social prob
lems, short-term steps would include limiting increases 
in food prices and improving the availability of basic 
social ser\'ices. 

Mali 

Fimmcinl S11ppo1·t 
A rhird annual ESAF arrangement for SDR 29.46 mil
lion was approved on April 11, 1995. 
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Program ObjccriJJcs 
Achieve a real GDP growth rate of about 5 percent. In 
1995, reduce average rate of inflation to 8 percent and 
lower the external current account deficit tO 14.5 per
cent of GDP. 

Policies 

Continued sound fiscal and monetary policies and a 
deepening of structural reforms arc crucial for achieve
ment of medium-term objectives. Fiscal policies would 
focus on improving revenue performance and contin
ued restraint in spending. Priorities included increas
ing total receipts by improving the tax and customs 
administrations, eliminating exemptions, widening the 
VAT base, and combating fiscal fraud. Total expendi
ture would be contained by limiting the growth of the 
wage bill and curtailing nonessential expenditures. 

Structural reforms would focus on supporting pri
vate secror development, encouraging investment, and 
the creation of enterprises. Public enterprise reform 
would be accelerated and agricultural reform strength
ened. The authorities would continue co promote 
regional trade and economic imegrarion. The Govern
ment's social policies emphasized increasing the stan
dard ofliving, reducing poverty, and improving 
natural resource management and rhe urban environ
ment. It would also focus on improved provision of 
primary education and health services. 

Mauritania 

Finnncin./ Snppon 

A new three-year ESAF anru1gement for SDR 42.75 
million and the fa-st ru111ual arrangement theri=under, 
for SDR 14.3 million, were approved on January 25, 
1995. 

J>rogmm ObjcctiJJcs 

For 1995, achieve real GDP growth of 4.3 percent, an 
average inflation rare of 3.5 percent, and a reduction 
in the external current account deficit to 9 .6 percent 
of GDP. 

Policies 

Fiscal and monetaJ)' restraint was a key clement of the 
program, accompanied by prudent credir policie., and 
progress toward market-determined interest rates. 
Strict expenditure control would be observed, and 
measures would be introduced to make the rax system 
more efficient. 

On the structural side, the program provided for 
expanding the tax base, reducing fraud, lowering dis
tortions, and introducing a value-added rax. The Gov
ernment undertook a review of public expenditure ro 
establish priorities. Other strucrural reforms included 
further privatization, strengthening the supervisory 
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capacity of the central bank, reforming the fisheries 
sector, ru1d reducing impediments ro private sector 
invesm1ent. On the social front, expenditure would 
be redirected toward improving health and education 
services. 

Mexico 

Fi11n11cin/ S11pprirt 
A srand-by arrangemcm for an amounr of 
SDR 12,070.2 million was approved on February 1, 
1995, of which SDR 5,289.9 million was disbursed on 
approval. 

Progmm Objcctil'rs 
Address the CLu-rent liquidity problem caused by short· 
term obligations falling due. The conversion of short· 
term debt should reverse the overshooting of the 
currency depreciation. Reduce the external current 
account deficit to 0.9 percent of GDP i11 1995. Lower 
the annualized rate of inflation to about 20 percent i11 
the fourth quarter of 1995 from more than 60 percent 
in rhe first quarter. 

Pr1licfrs 
The Government undertook ro strengthen the basis 
for the recovery and help reduce inflation. To this end 
the authorities arc committed to maintaining tight 
financial policies in 1996, including a fiscal surplus. 
The Government will also maintain restraints on 
wages, prices, and credit, which should help stabilize 
financial ru1d exchange markets, thereby boosting sav• 
ing and helping reduce imports. 

Monc:truy policy sought to limit the growth of net 
domestic assets of the Bank of Mexico and reduce tht: 
rate of credit expansion by development banks. For 
the present, the Bank of Mexico bas adopted a float
ing foreign achange policy. Th.: authorities are firmly 
committed to avoiding any measures that would limit 
exchange market convertibiliry. Under the floating 
exchange rate regime, sound monetary and fiscal poli
cies are expected ro restore confidence in the new 
peso, permitting a recovery in the exchange rate. 

Structural reforms Lmder the program reinforced 
the privatization strategy, focusing in 1995 on basic 
infrastructure. 

Moldova 

Fi11m1cin/ Support 

A CCFF drawing for SDR 12.2 million was approved 
on December 19, 1994. 

Program ObjutiPcs 

Defray excess cost of cereal imports for the l2 monrhs 
ending June 1995 and continue working toward 
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objectives outlined in stand-by arrangement approved 
in December 1993. 

Finn11cial Support 
A stand-by arrangement for SOR 58.5 million was 
approved on March 22, 1995. 

Pl'llgm111 ObjatiPcs 
For 1995, achieve economic growth of 1.5 percent, 
reduce the annual rate ofintlation to about l O percent 
from 116 percent in 1994, and contain the deficit in 
the current account of the balance of payments. 

Policies 
The Government undertook to implement structural 
and economic reforms ro increase production in the 
industrial sector, work toward eliminating interenter
prise arrears in the state enterprise sector, and reduce 
pressure on the balance of payments. 

Fiscal policy in 1995 focused on reducing the bud
getary deficit by adjusting tax rares and strengthening 
tax administration and arrears collections. Overall 
expenditure levels would be reduced, except those 
for health care and education to be maintained as 
part of the Government's social reform srraregy. 
1'vlonerary policy would remain tight and would rely 
increasingly on indirect, market-based instruments of 
control. 

Structural reforms would concentrare on accelerat
ing privatization, encouraging privare investment, 
and enhancing the role of market forces in resource 
allocation. 

Mongolia 

Fi11n11cinl S11pport 
A second annual ESAF arrangement for SDR 11.13 
million was approved on November 23, 1994. 

Progm111 Objcctiiics 
Achieve real economic growth of 3.5 percent in 1995 
and reduce annual rare of inflation tO 17 percent by 
the end of 1995. Further strengthen net international 
reserves. Raise the current budget surplus by an addi
tional 1 percent of GDP over the level achieved in 
1994. 

Policies 
Fiscal policy for 1995 would focus on raising the sur
plus through a combination of measures to strengthen 
revenue-improved tax administration and efforts to 
broaden tax base-and contain current expenditure
wage restraint, subsidy cuts, and rationalization of 
social outlays. Monetary policy aimed at containing 
credit expansion in li.ne with inflation and balance of 
payments objectives. 

Strucrural policies included improving public infra
structure, reforming tl,e public enterprise sector, and 
fostering private sector investment. Other strucrural 
reforms consisted in privatizing state-owned entities 
and improving conditions for the expansion of privat
ized entities and the broadening interbank foreign 
exchange market. To address the social costs of adjust
ment, the Government undertook to develop a more 
comprehensive social safety net. 

Mozambiqttc 

Fi11n11cinl Support 
A fourth annual ESAF arrangement for SDR 29.4 mil
lion was approved on June 15, 1994. 

Pro.._qmm Objcrtil'ts 
Achieve annual average real GDP growth of 6 percent, 
reduce inflation steadily, and reduce the external cur
rent account deficit relative to GDP. 

Prdicics 
Through appropriate fiscal and monetary policies, the 
Government focused on returning the economy to a 
path of sustainable recovery and on strengthening the 
transformation to a competitive market basis. 
The Government took steps to reduce the budget 
deficit and cut outstanding debt to the banking S~'s
tem. Tight monetary policy would support the reduc
tion in the inflation rate. 

Structural reforms consisted in lifting price controls 
and reforming the public enterprise and financial sec
rors, including restructuring the banking system, and 
in accelerating the privatization oflarge public enter
prises. The aim of social policies was to generate 
employment, finance health and education projects, 
improve fam1ers' living standards, and resettle the 
ret1.1rning popularion. 

Nicaragua 

Fi11n11cinl S11pport 
A three-year ESAF arrangement for SDR 120.12 mil
lion and the first annual arrangement thereunder, for 
SDR 40 million, were approved on June 24, 1994. 

Pro ... 11rn 111 Object I PCS 

Achieve real GDP gro\\'th of2 percent in 1994 and 
3 percent in 1995. Limit inflation m about 10 percent 
in 1994 and to less than 8 percent in 1995. Increase 
gross international reserves ro two and one-half 
months of imports b)' the end of 1995. Strengthen 
the saving position of the combined public sector by 
about 4 percent of GDP in 1994-95. 
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Policies 
Fiscal policy was designed to strengthen the saving 
position through revenue actions and improvements 
in tax and customs administration. Monetary and 
credit policies were designed to be consistent with 
program's balance of payments and inflation targets. 

Key structural reforms included measures aimed at 
resolving the property rights issue to establish the 
basis for private investment and sustained economic 
growth; continuing the privatization of state-owned 
corporations, reducing the high operating costs of 
state-owned banks, and improving loan recoveries; 
and implementing labor market reforms to increase 
flexibility. The Government addressed social issue~ by 
improving the provision of primary health care and 
education services and by implementing an environ
mental action r!an. 

Philippines 

Fiunncinl Suppon 
An EFF arrangement for SDR 474.5 million was 
approved on June 24, 1994. 

Progm111 Objecti11es 
Achieve a growth rate of abom 3.5-4.5 percent, 
reduce inflation to 8.5 percent by the end of 1994, 
and limit the current account deficit to less than 5 per
cent of GNP while rebuilding gross international 
reserves to three months of imports. 

Policies 
Through fiscal consolidation, the Government focused 
on reducing the public sector deficit and domestic 
debt. To reinvigorate the banking system, the Govern
ment undertook to open it to foreign competition and 
reduce taxation on intermediation. The Government 
would achieve macroeconomic stabilization th.rough 
consistent and appropriate fmancial policies. 

Structural reforms, designed to liberalize the econ
omy, included measures to expand and strengthen the 
private sector, particularly by deregulating the oil sec
tor, removing the majority of quantitative import 
restrictions, and completing the privatization pro
gram. To alleviate poverty, social services and infra
structure programs have been directed wward the 
neediest. Other social policies focused on improving 
health and nutrition services and providing affordable 
housing to the poor. 

Poland 

Fina11cinl Support 
A stand-by arrangement for SOR 545 million was 
approved on August 5, 1994. Augmentation of 
SDR 148.3 million for interest support and disburse-
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ment ofSDR 135 million in set-asides were approved 
on October 26, 1994. 

Pr11grn111 0/Jjatil'l'S 
Reduce intlation from 24 percent in 1994 to 16 per
cent in 1995. Over the same time frame, reduce the 
fiscal deficit as a proportion of GDP from 4 percent to 

3l/4 percent. Contain the trade deficit at about 2 percent 
of GDP. Sustain economic growth of about 5 percent a 
year to reduce unemployment. Protect international 
reserves. 

Policies 
Fiscal policy would focus on increasing equity by mak
ing the tax system more progressive, widening the tax 
net, and raising minimum pensions. Fiscal policy 
would also reduce inflation by progressively reducing 
credit from the banking system to finance the deficit. 
Monetary policy was formulated to reduce inflation, 
su·engthen confidence in the zloty, and protect inter
national reserves. 

Key structural reform elerrn:nts were to reduce pub
lic dissavings, encourage investment, contain con
sumption, strengthen financial discipline, and improve.: 
the economy's competitiveness. Priorities included 
privatization, financial sector reform, and social expen
diture reform. Social priorities included improved tar
geting of programs, introducing unemployment 
insurance, and concentrating public works and retrain
ing where long-term Lmemployment rate was highest. 

Romania 

Fi1U111cinl Support 
SDR 320.5 million was approved on May 11, J 994, 
of which SDR 131.97 was under a stand-by arrange
ment and SDR 188.525 million was Lmder the STF. 

Progm111 ObjcctiPcs 
Reduce the rate of inflation from some 300 percent in 
1993 to under 70 percent in 1994 and to less than 
30 percent in 1995. Build the foreign exchange 
reserves of the central bank from less than $100 mil
lion to Sl billion by the end ofl 995. Maintain the 
budget deficit at less than 2.5 percent of GDP. 

Policies 
The Government agreed ro implement tight monetary 
policies so that interest rates would remain positive in 
real terms. Fiscal policy would be directed to holding 
budget deficit to prudent levels, implying a modest 
domestic financing requirement in both program 
years. The Government undertook to monitor :i mod
ern tax sysrem with a profits tax that protects the tax 
base against inflation. 
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Structural reforms implemented to date include 
n:moval of consumcr pricc controls and bringing 
energy prices, except to houscholds, in line with intcr
national prices. A bankruptcy la\\' has been submitted 
to parliament, and the Securities Exchange is to be 
operational by the end of June 1995. To protect the 
most vulnerable segments of the population, the Gov
ernment set our to improve the targeting and delivery 
of social expendirmes. 

Russia 

Fi11rrnci11I Support 
A stand-by arrangement for SDR 4,313.1 million wa:, 
approved on April 11, 1995. 

Progmm ObjectiJ>cs 
In 1995, reduce inflation quickly co an average 
monthly rate of 1 pcrcent in thc second h:ilf of the 
year and accelerate the transformation to a market 
econom)', thereby setting the stage for a sustained 
recovery of output and living standards over the 
medium term. With public diss:wing programmed to 
fall sharply, the external current account b expected to 

improve by 1/, of 1 percent of GDP by the end of 
1995. Gross international reserve:, arc projected to 

increase to almost two monrhs of imports. 

Policit-s 
Tightening of monetary policy and a substantial cut in 
the fiscal deficit arc txpecred to support program 
objectives. Key elements of focal policy included 
restricting net crtdit from the monetary authoritie~ to 
the Government and eliminating both crcdits from the 
central bank to finance Lhe budget deficit and net 
credit to banks. Excise rates on gas and crude oil 
would be raised, compliance improvcd, the gas tax 
increased, and the coverage of zero-rared imports 
reduced. Real cuts in spending would reduce the ratio 
of expenditure to GDl'. 

Wide-ranging structural reforms would be imple
mented-measures to liberalize the trade regime :md 
the oil sector-to facilitare rhc move to a market econ
omy. Other reforms entailed completing liberalization 
of the export rtgime and maintaining an open policy 
on imports. Privatization would be strengthened and 
banking sector reform continued. The Govemmt:nt's 
social strategy involved reforming the pension system, 
social insurance, health care, unemployment benefits, 
and education, with a \'iew to improving targeting to 
the most needy. 

Sen.egal 

Fi11rmcinl Support 
A new three-year ESAF arrangement for SD R 130.8 
million and the first annua.l drrangement thereunder, 

for SOR 47.6 million, were approved on August 29, 
1994, following cancellation of a stand-by 
arrangement. 

/Jrogm111 Objccri11i:s 
Achieve real GDP growth of2.4 percent in 1994 and 
4.5-5.0 percent in 1995 . .Limfr inflation to 39 percent 
in 1994 and to 8 perct:nt in 1995. Contain the extcr
nal current account ddicit at 9 .8 percent of GDP in 
1994 and lower it to 7.8 percent in 1995. 

P11licii:s 
Restrained fiscal policy included measures m enhance 
revenues and restrain expenditures, notably by 
strengthening rax and customs administration. Mone
tary policy called for prudent credit policy consistent 
with program objectives. 

Structural policies aimt:d at liberalizing labor legis
lation, prices, and external trade; increasing the effi
ciency and diversification of the agricultural sector; 
and rationalizing public scctor operations and step
ping up public tnterprise reform. Socia.I policies 
focused on improving living standards and reducing 
povcrty. A social safi.:t), net, aimed at protecting the 
poorest households, and basic heald1 and education 
services would be improved. Environmental issues, 
including halting land degradation and improving nat
ural resource management, wae also to be addressed. 

Slo1,ail Republic 

Fi11r111ri11I Support 
SDR. 180.15 million was approved on July 22, 1994, 
of which SDR 115.8 million was undtr a stand-by 
arrangcmtnt and SDR 64.35 million wa~ a second 
drawing under the STF. 

Progmm ObjccriPcs 
Slow inflation to 12 percent in 1994 and to 8 percent 
in 1995. Stabilize real GDP in 1994 and achieve 
growd, of 2 percent in 1995. Furd,er strengthen the 
offici,11 foreign reserve position ro two and one-half 
months of impom by the end of 1995. Reduce d1e 
fiscal deficit from 4 percent in 1994 to 3 percent in 
1995, down from 7.5 percent in 1993. 

l'olicii:s 
Macroeconomi1.: policies included fiscal consolida
tion-co be accompli~hed through cuts in transfers 
and subsidies to enterprises, improved targeting of 
social transfers, and indirect t.1x increases; a prudent 
monetary policy, accompanied by rnarkct-determined 
interest rates and wage restraint; and maintaining the 
koruna exchange rate as a nominal anchor. 

Srrucrural reform supported economic stabilization 
through privatization, financial sector reform, 
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restructuring of state enterprises, and private sector 
development. 

Togo 

Fiurmcial Support 

A new three-year ESAf arrangement for SOR 65.16 
million and the first annual arrangement then:under, 
for SDR 21.7 million, were approved on Septem-
ber 19, 1994. 

Program Objcctil't'S 

Achieve economic growth ofll.7 percent in 1994 
and 8.3 percent in 1995. Reverse the recent dccline in 
tax revenue, improve the structure of expenditure, and 
raise the revenue-to-GDP rat.io to 16 percent in 1995. 
The current account deficit would be significantly 
reduced to less than 8.5 percent of GDP by 1996. 

Policies 
The primary goal of fiscal policy in 1994-95 was co 
reverse the decljne in tax revenue and improve the 
structure of expcnrurure. 

Structmal reforms involved strengthening tax 
administration, introducing a VAT, and extt:nding the 
tax base in the informal sector. Others focused on 
streamlining cotton marketing, restructuring the phos
phate company, and accelerating pri\'atization by liq
wdating loss-making enterprises and selling 
nonstrategic corporations. To improve social condi
tions, measures were taken to case the impact of price 
adjustments on vulnerable segmcnts of the popula
tion. Expansion of Food for Work project and rein
forcement of credit union network that supports small 
projects would be considered. 

Turkey 

Fiwmcial S11ppm·t 

A stand-by arrangement for SOR 509.3 million was 
approved on J uJy 8, 1994. The arrangement was 
extended and increased by SOR 101.2 million on 
April 21, 1995. 

Progmm Objectives 

Balance the external current account, rebuild intern:1.
tionaJ reserves, and reduce inflation while m:1.intaining 
the liberal economic system that has underpinned 
Turkey's strong growth performance over the past 
decade. 

Policies 

The Government's program contained a comprehen
sive package of fiscal me:1.smes designed to achieve a 
sharp reduction in the public sector borrowing 
requirement. Monetary policy was set to limit the pace 
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of exchange rate depreciation to levcb consistent with 
inflation targets. 

Sustainability of the fiscal adjustment was to be en
sured through structural reforms, including privatiza
tion, social security reforms, and reduced government 
intervention in agriculrure. Proceeds from privatization 
were to be used in part to compensate workers ad
versely affected by the n:so-ucruring of st:1.te enterprises. 

Uganda 

Fi111111cinl S11/1pou 

A new three-year ESAF arrangement for SDR 120.51 
million and the first annual arra.ngement thereunder, 
in the amount ofSDR 33.5 million, werc approved on 
September 6, 1994. 

l'ro~qrnm O~jccth>cs 
Achieve a real GDP growth rate of5.5 percent. Con
tain inflation at 7.5 percent a year in 1994-95. 
Reduce the external current account deficit to 6.6 per
cent of GDP while increasing gross international 
reserves to three and eight-tenths months of imports. 
Reduce the overall budget deficit by almost 3 percent
age points, to 7.7 percent of GDP. 

Policies 

The Government recognized the need for so-ong poli
cies to strengthen the domestic economy and improve 
resource allocation, including measures to promote 
tJ1e expansion and diversification of exports, increase 
saving by boosting the revenue effort, and maintain 
positive real interest rates. 

Structural reforms undertaken include improving 
efficiency of the tax system, enhancing its administra
tion, and broadening the tax base. The Government 
formulated a strategy to reduce poverty and has 
increased budgetary allocations, in real terms, for basic 
social services. 

Ukraine 

Fi11n11cinl S11pp111't 

A first purchase undcr the STF for SDR 249.33 mil
lion was approved on October 26, 1994. 

I'1'({!_]1'll 11I ()/,jecti l'CS 

Arrest and begin to reverse an alarming buildup in 
inflationary pressures. Begin to liberalize the econ
omy, in particular the price system and the exchange 
and trade regime. Shelter the poor against the impact 
of the program. 

Policies 

Fiscal policy :,_jmcd at conr:,_jnjng the budget deficit to 

less tJ1an 9 1/2 percent of GDP in 1994. A credit 
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freeze was introduced on bank cn:dit to nongovern· 
mcnt. The multiple exchange rates were unified and 
currenr account convertibility established. The scope 
of export quotas was sharply reduced, as well as the 
Government's intervention in sating domestic 
prices. 

Fimwcin/ S11pprwt 
A stand-by arrangement for SDR 997.3 million and a 
second STF drawing for SDR 249.33 million were 
approved on Ap1il 7, 1995. 

Progm111 Objccti11cs 
Bring monthly rates of inflation down quickJ~, ro low 
single digits by midyear and ro :1bour l percent by rhe 
end of 1995. Strengthen rhe performance of exports, 
in particul:1r by removing administrative obstacles. 
Press ahead with marker-oriented strucmral reform. 

Policies 
The 1995 budget aims at containing the deficit to no 
more than 3.3 percent of GDP, with appropriate tax 
measures and expendimre cuts, particularly on govern
ment subsidies and loans. Spending on the social 
safety net was raised to protect the poor against the 
adjustment measures. As part of its structural reform 
effort, the Government further liberalized prices and 
exports, launched a mass privatization program, wd 
improved the governance of stare enterprises. The 
Gm·ernmenr sought and reached a rescheduling agree
ment with its creditors to defer most of its debt-
service obligations and outstanding arrears. 

Uzbekistan 

Fi11n11cinl Sttpport 
A ftrst purchase under the STF for SD R 49 .875 mil
lion was approved on January 25, 1995. 

Program Obji:cripu 
Advance the process of transforming the economy 
from a centrally planned to a market-based system. 
Reduce the monthly rate of price increases to 4-5 per
cent by mid-1995 and to 2 percent by the end of 
J 995. Limit the decline in real GDP ro 4 percent. 
Hold consolidated deficit to 31/2 percent of GDP. 

Policies 
Monetaiy and credit policies involved limiting the 
ainount of credit provided from the central bank to 

commercial banks and maintaining positive real inter
est rates in the banking system. 

The authorities' structural policies included liberal
izing prices further, phasing out direct budgetary sub
sidies, and initiating privatization. To address social 
issues, the Government initiated, under a targeted 

social safoty net, a program of allowances for low
income families. 

Viet Nam 

Fi11n11cin/ Support 
A three-year ESAF arrangement for SOR 362.4 mil
lion and the first annual arrangement thereunder, tor 
SDR 120.8 million, were approved on November 11, 
1994, following cancellation of the stand-by arrai1ge
ment. A second STF drawing for SDR 12.08 million 
was approved on June 8, 1994. 

Pr11l1rn111 Objcctil'cs 
Maintain real GDP growth of8 percenr in 1995. 
Reduce the rare of inflation ro 7 percent. Further 
strengthen the external position by raising the level of 
gross official reserves to rcn weeks of imports. 

P11licfrs 
Fiscal framework included restrained financial policies, 
an intensification of marker-based reforms, an increase 
in investment levels, and mobilization of foreign and 
domestic saving. Monetai·y and credit policies would 
be designed to support tht: program's inflation and 
balance of paymt:nts objectives. There would be no 
government recourse to credit in l995, and credit to 

stare enterprises would be limited. 
The structural reform agenda emphasized restruc

turing rax and expenditure policies, strengthening 
financial markets and the banking sector, and further 
liberalizing the trade and exchange S}'Stem. The Gov
ernment aimed to complement these reforms by 
restrucruring the state enterprise sector and develop
ing the legal framework. The Government addressed 
social issues by initiating training and credit programs 
to assist laid-off workers. 

Role of the Ftmd in Financing 
Economies in Transition 
ln June 1994, the Board discussed the rok of the 
Fund in financing the economies in transition. The 
Managing Director welcomed the broad support for a 
temporary increase in the annual :1ccess limit applying 
to stand-by and extended arrang,;:ments. Although 
most Directors felt that the proposed increase in 
access under stand-by and extended arrangements 
provided sufficient scopt for the Fund to be respon
sive in appropriate circumstances, other Directors 
thought that a somewhat larger increast: in the annual 
acce5s limit was needed. 

Several Directors observed that the Fund's catalytic 
role made it possible to provide relatively more financ
ing in individual cases where warranted by strong poli
cies and large balance of payments need. Directors 
generally agreed that tht: Fund's catalytic role would 
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not be consistent with the Fund substituting for othn 
potential sources of financing. 

The Board cook a number of steps to adapt the 
STF. Dirccrors agreed to lengthen the interval 
between purchases to 18 months, with the under
standing that the second purchase would be made 
before the end of December 1995. Directors :.11s0 
decided m extend the deadline for first purchases to 

April 30, l 995. Although the Board considered the 
possibility of extending the STF, Direcwrs agrct.:d ro 
let the facility expire at the end of April 1995 as ini
tially envisaged. 

Ar an April 1995 Boa.rd re\'it.:,v of the STf's perfor
mance, Directors agreed that the facility had played a 
very useful role in allowing the Fund to pro,·ide finan
cial assistance to members at an early stage in the 
transformation process, and in helping them to begin 
the process of stabilization, market-oriented reform, 
institution building, and establishing working relations 
with the Fund and other creditors and donors. Over
all, the facility had served as an effective "paving 
mechanism." 

Although progress toll'ard concluding Fund 
arrangements had taken longer than expected in some 
cases, Directors agreed that most of the countries that 
had used the fucility on a stand-alone basis had subse
quently adopted a Fund arrangement with upper 
credit tranche conditionality, and the ochers were 
expected to move to such arrangements in the near 
future. For other countries rhat had made STF pur
chases in the context of a stand-by :.1rrangement, the 
facility had provided resources on longer repurchase 
terms and, in some cases, in greater amounrs than 
would have been available solely under a stand-by 
arrangement. 

The Adoption of Indirect Instruments 
of Monetary Policy 
Beginning in the late 1970s, industrial COllntries that 
had made use of direct instruments of monetary pol
icy, such as credit controls, interest rate ceilings, and 
directed crcditS, began to phase them our, moving 
toward foll reliance on indirect instruments, including 
open market operations, rediscount facilities, and 
reserve requirements. A similar process has started in 
developing countries and transition economics. The 
shift toward Lndirect instruments is now a widespread 
phenomenon, reflecting both the general consensus in 
favor of market mechanisms and the growing integra
tion of tl1e world economy and world capital markets.7 

7A staffrcpon on this issue is published in ludirccr b1S1rt1-

111ems of Monctnry Co11trol, forthcoming in the Fund's (kca
sional Papers series. 
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The implementation of indirect monetary instru
ments can be seen as the counterpart in the monetary 
area to the widespread move to enhancing the rolc of 
price signab in the economy a~ a whole. Both have the 
samc objecti\'c of improving market cfficicncy. Moves 
roward the use of indirect instruments arc taking place 
in an increasingly open economic environment, with 
widcspread adoption of current account convertibility 
and progress in mm·ing to full convertibility, where 
direct instrumcnts have become less effective, leading 
to inefficicncies and disimermediation. Without indi
rect instruments of monetary policy, aathorities might 
find it more difficult to counter problems, thcreby 
i111peding their efforts to stabilize the economy. 

l n their December 1994 discussion of the adoption 
of indirect insrrumcms of monetary poliq,, Directors 
.1grced that introduction of such instruments would 
enhance tl1c prospectS for efficient financial intermedi
ation; howc\'er, rhey emphasized the need for a prag
matic approach to the replacement of direct controls 
by indirect instruments. Many stressed the importance 
of stable economic conditions and of :.1 susrainable fis
cal position w fucilirate the successful introduction of 
indirect instrl1ments of monetary policy. 

Direcrors noted from staff case studies that coun
t1ies that madc a gradual transition to indirect instru
ments generally suffered fewer setbacks than those 
that moved rapidly. However, the bener success 
record for a gradual transition was not an argument 
for delaying u,e start of the tran~ition. Rather, it rein
forced the message that adoption of indirect instru
ments was a complex process, that countries needed to 
make careful preparation~ for thc transition ro indirect 
instruments, and that policymakers should ensure that 
neccssary supporting measures arc in place before the 
monetary autl1orities move to sole reliance on indirect 
insn1J111ents. Several Directors cautioned against tl1c 
premature shift to such instruments. They noted that 
such a shift would not by itsclf introduce tbc degree of 
competition needed for the financial markets m 
respond adeqllarcly ro interest rare and other signals. 
Furrhermore, in some economies where there was lit• 
tie competition in the financial sector, and ll'here capi
tal flows were restricted, it might not be feasible to 
rely exclusively on market signals to operate monetary 
policy. Directors therefore recommended a pragmatic 
approach chat ll'ould not am:mpt co complete the shift 
too quickly. 

Directors agreed that the use of indirect instru
ments allowed for effective monetary control and gave 
aurhorities a broader choice of targets than was possi
ble with direct instruments. Although countries would 
put differing emphasis on the various instruments, rht: 
transition generally had a number of common charac
teristics. At an early ~rage a moneta1y authority could 
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impose and enforce reserve requirements and bcgin I<> 

develop market-based indirect instruments, such as 
auctions of short-term treaswy or central bank securi
ties and auctions of central bank credit. Once prima111 

markets were established, monetaJ)' authorities should 
seek to foster secondary market development. Nm 
only would this further encourage financial dcepening 
in the economy, but it would also enable the mone
tary authorities to refint: thcir techniques of operation 
of monetary poliC)'. 

Directors obscrvcd that the transition to indirect 
instruments should bt seen as pan of more comprt:
hensive moves toward monetary and financial liberal
ization. They stressed the.: importance of concomitant 
reforms, including the establishment of effectivt: bank
ing supervision. In some cases, a restructuring of the 
banking system was necessary ro address the problem 
of nonperforming loans and to make the system more 
competitive. Directors also noted that the transition 
period was likely to be onc of particular vulnt:rability 
in the banking system. They agn:ed that appropriatt 
prudential standards for the banking system should 
therefore be an integral part of any transition 
program. 

Directors stressed the link between a move to indi
rect monetai)' instruments and the development of 
financial markets, with causality working in borh 
directions. The early introduction and cxperimc.:ntal 
use of indirect instruments could be essc.:ntial in devel
oping these markets. At the same time, fairly seamless 
money and interbank markets were essential to the 
eventual full use of indirec:c instruments. Measure~ co 
encourage interbank activity, particularly measures to 

develop payments and settlement systems, were often 
essential. 

With the FUJ1d's increasing i111"olvement in struc
tural reforms-including those in the financial and 
monetary spheres-progress toward the adoption of 
indirect insrrumenrs of monernry policy has been an 
clement in a number of recent Fund-supported pro
grams. The Fund's involvement in such reforms 
reflects the recognition of the fact that the mere set
ting of monetary targets cannot guarantee their 
ach_ievement if capacity is lacking and the appropriate 
institutional infrastructure is not in place, regardless of 
the degree of commitment of the authorities. Direc
tors supported the provision of technical assistance, 
from the Fund and other sources, in helping central 
banks to benefit from international experience. In 
their discussion of rhe implication~ for Fund condi
tionality and the design of Fund-supported programs 
of a shift from direct ro indirect means of monet:iry 
control, scvcral Directors recommended that perfor
mance criteria be defined in tcrms of a range of esti
mates rather than a singk point estimate. 

Policies on Currency Stabilization Funds 
Directors met in December 1994 to oiler prcliminJ_ry 
c.:onsiderations and suggestions on the Fund's involve
ment in currency stabilization funds as a basis for con
structing a more precise proposal for consideration ar 
a subsc.:quent 13oard discussion. 

1\llan)' Directors expressed general interest and sup
port for Fund financing of cunc.:ncy stabilization 
funds, bur others were skeptical of the need for special 
policies in that area. Directors expressing interest in 
Fund financing of such fonds said that those opera
tions would be c.:on~istenr with the purposes of the 
Fund and could in certain circ.:umst:mces significantly 
help members adopting strong anti-inflationary pro
gram~ by providing Jn important clement of addi
tional confidcnct: to nominal exchange rate anchors. 
They agreed, however, that a currenc~' stabilization 
fimd should be an instrument of infrequent use. The 
Directors who questioned the need for the Fund 
financing of currency stabilization fonds thought that 
the fund could adequately support members' 
c.:xchangc rate policies-including policies invol\'ing 
nominal exchange rate anc.:hors-under existing poli
cies. Tn that connection, several Direcmrs suggested 
that further work was needed to differentiate clearly 
thc type of situations in which Fund supporr for cur
rency stabilization funds would be both appropriate 
and effective. 

The 13oard agreed that currency stabilization funds 
could be cffrctivc only in the context of strong stabi
lizarion programs. Thcy also emphasized that 
resourc.:cs available through that instrument should 
never be used tix general balance of payments financ
ing, but only fr>r ~hort-term intervention-in tandem 
wirh appropriate macroc.:conomic measures-to 
counter short-term foreign exchange marker pressures. 
Several Direc.:tor~ added th.lt, in that reg:ll"d, limited or 
no recourse to ,1 cu.-rcncy stabilization fund during a 
stabilization program would be fully consistent with 
program objectives. 

With respect to the exchange rate regime.: to be 
supported through currcnc.:y stabilization funds, a 
number of Directors saw the instrument as potentially 
most clfcctive when used with a nominal exchange 
rate peg supported by a comprehensive stabilization 
program aimed at reducing inflarion rapidly. Other 
Directors, however, considered that a currency stabi
lization fund could be used to support a c.:rawling peg 
or some other arrangement less fixed than a peg. 
Some Directors suggested that such funds could also 
be useful to members aiming either to unify their 
exchange rates or to strengthen exchange rate stability 
by adopting a nominal anchor. lt was agreed, in any 
event, that providing financing for currency stabiliza-
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tion funds would not indicate a general preforence by 
the Fund for fixed exchange rate n:gimes. 

The Board supported the general proposition that 
cu.rrency stabilization funds should be available only 
in connection with Fund arrangements of upper credit 
tranche conditionality, but views differed regarding 
how those funds would be linked to arrangements 
in practice. It was understood that, regardless of 
the approach chosen, it wouJd be possible to use cur
rency stabilization funds in tandem with ESAF 
arrangements. 

Most Directors considered that a maximum access 
limit of 100 percent of quota for a currency stabiliza
tion fund-as an upper limit, not a target-should 
allow the Fund sufficient scope to support such opera
tions. However, other Directors expressed concern 
that introducing special policies in support of currency 
stabilization funds could kad to undue risks and chan
nel additional resources to a narrow segment of the 
membership. 

In recognition of those potentially high risks, most 
Directors thought that a tranche mechanism, under 
which as many as seven purchases could be mack in 
progressil·cly smaller tranches, would provide scope 
for flexibility while safeguarding the Fund's resources. 
However, several Directors suggested that fewer-per
haps three or four-and larger tranches would be sim
pler and more flexible in practice, and thus less 
discouraging to prospective users. 

On reconstitution, most Directors considered that 
the combination of a repurchase expectation of 3 to 6 
months and a 12-month repurchase obligation period 
would help to ensure that stabilization fund resources 
would be used as intended. 

Directors agreed that members using currency sta
bilization funds should adhere to additional reporting 
requirements on a continuing basis; the Fund, for its 
pare, would need to ensure that the flow of informa
tion related to those funds was treated with the 
utmost confidentiality while accelerating its documen
tation and decision-making procedures. 

The Board asked the staff to examine further possi
ble means to offset or reduce the transacrion costs 
associated with currency stabilization funds. With 
respect to financing modalities, most Directors consid
ered that in the present circumstances the Fund's ordi
nary resources could support such funds. Some 
Directors noted that the GAB would be potentially 
available under certain conditions, while a few Direc
tors expressed interest in exploring possible cofinanc
ing arrangements. 

Ability to Assist Members Affected 
by Sudden Market Distw-bances 
The world economy is now characterized by highly 
integrated global fimmcial markets a.nd by the trend 
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fr)r more and more countries to liberalize their capital 
accounts. 1-Iowcvcr, along with die benefits of greater 
capital mobility-including rhe potential for the mar
kets to exert positive discipline on countries' economic 
policies-there arc concerns about the high degree or 
volatility of capital flows and exchange rates. Improve
ments in countries' domestic policies are the ultimate 
key co reducing excessive exchange rate volatility, 
since resort to capital controls or taxes tO stem "specu
lative" capital flows is likely to be counterproductive. 
But there may be some role for intervention, together 
with adjustments to domestic monetary conditions, in 
maintaining orderly market conditions in rhe very 
short term. 

The Board met in November 1994 to consider 
interest in, and possible means for, the Fund's extend
ing prompt financial support to member countries 
that might experience very short-term balance of pay
ments or exchange market pressures, despite economic 
policies and prospects that the Fund had considered 
satisfactory. In the wake of the Mexican crisis of 
December ] 994, and at the request of the Interim 
Committee in April 1995, the Fund has embarked on 
a fi.irther examination of how it might better assist 
member countries in coping with sudden market dis
turbances, consistent with the Fund's catalytic role. 

Although such support could help a member coun
rry to reinforce appropriate policies and avoid resort to 
exchange restrictions in response to short-term market 
disturbances, short-term fund financing for these pur
poses would pose difficult issues: how to distinguish 
between short-term and more fimdamental imbal· 
ances; the m:1gnitude of private capital flows relative 
to Fund resources; the risk of potentially financing 
sterilized intervention and thcn.:b)' possibly delaying 
adoption of more appropriate domestic policies; 
whether the deptl1 and efficiency or private markets 
would make Fund financial involvement unnecessary; 
whether any such involvement of t11e Fund COlLld take 
place \\~thin the framework of existing facilities; and 
how to avoid use of such a short-term facility \\'hen 
other Fund facilities would be better suited to a mem
ber's situation. 

Directors expressed differences about how best to 

assisr members in these circumst;rnces: whether to cre
ate a new facility in the Fund or to work to streamline 
procedures for approving assistance under existing 
facilities. They agreed, however, on the importance of 
ensuring tl1at any changes tl1at might be introduced 
would strengtl1en fund surveillance and not risk dam
aging the Fund's credibility. There was broad agree· 
ment among Directors that the prospective demand 
for a new facility that would be well designed and that 
would take into account the various concerns 
expressed would be, almost by definition, limited. Rut 
even if rhe cases \\'Ould be infrequent, it was noted, 
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the ability for the Ftmd to respond if such rn:ed arose 
would be worth farther consideration, 

Although Directors agreed that efforts to improve 
the capacity of the Ftmd to assist members that were 
faced with short-term market pressures while these 
countries were implementing sound policies should be 

continued, in their November 1994 discussion they 
deterred any decision on a possible short-term financ
ing facility in the Fund. As noted above, in light of the 
Mexican experience and at the Interim Committee's 
n:qucst, the Board was to resume discussion of the 
question at a later dare. 
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TECHNICAL ASSISTANCE AND TRAINING 

Acces, to rcchn;c,1 a,,;mncc and r,-a;n;ng ;, 
becoming an increasingly valuable benefit of Fund 
membership. The global revolution in favor of mar
ket-oriented economics and the widening imple
mentation of structural adjustment policies have 
increased member countries' requests for Fund 
assistance. Through the technical assistance and 
training programs, members can draw on rhe 
Fund's experience in formulating and implement
ing sound financial and economic policies. In 
response to the growing diversity of members' 
needs, the Fund has broadened the scope of its 
technical assistance and has set up an accounting 
framework to channel financial support from 
donors to technical assistance activities. 

An indication of the growing importance of 
technical assistance to Fund member countries lies 
in rhe increasing number ofreque:.ts for Fund assi!>
rancc (Table 37). Since 1990, technical assistance 
activities have risen by about 75 percent, from 
170 person-years to an estimated 299 person-years 
in 1994/95. The momentum of this trend has been 
sustained by the problems and requirements of 
COLLntries undergoing structural adjustment and 
systemic transformation: approximately half the 
Fund's total annual technical assistance has been 
provided to African, European, and Asian countties 
in transition. 

To support the rebuilding of 1:conomies severelr 
disrupted by civil disorder, during l 994/95 the Fund 
mounted coordinated efforts to provide prompt policy 
and operational advice to countries in need. In such 
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situations, govcrnmcnr.11 instimcions must be re-estab
lished, and the capacity of national staff to sustain 
ongoing activities developed. Such cases require the 
preparation of thorough project plans encompassing 
\·irtually all sectors of technical assistance within the 
Fund's purview. In supplying technical assistance, the 
i:-:und often ~<:rves as a focal point for the integration 
of activities by the donor community in the areas of 
fiscal, monetary, and economic statistics. 

Tht: Board's review of technical assistance in Febm
ary 1994 includt:d an examination of the criteria for 
setting priorities among requests for assistance, in 
which some Direcrors stressed assessment of a recipi
ent's track record in using past assistance (Annual 
Rfport, 1994, pages 125-26). ln setting priorities, the 
Fund takes into accounr many aspects of a country's 
current statu~, particularly the government's commit
ment to enacting change and che successful absorption 
of past technical assistance. 

Tn tht: Board review, a number of Directors favored 
introducing charges for t<:chnical assistance services. 
The Fund has traditionally requested a contribution 
from th<: recipient country for the placement of long
term technical assistance advisors. The ptimary pur
pose of such reimbursements is to demonstrate the 
counuy's commitment to the work of the advisor, and 
only secondarily to help defray the cost of the advisor. 

Directors also called for improved technical assis
tance coordination with the World Bank to maximize 
in5titutional synergy and avoid duplication. Coordina
tion between the Bank and the Fund continues tO be 
strengthened. ln several countries this had led to the 
development of multiyear technical assistance pro
grams, with the Fund initiating the preliminary work 
and the Bank financing ti.H·ther implementation. 

In the past few years, the Fund has concluded gen
eraJ technical assistance agreements with the United 
Nations Development Program (UNDP) and the 
Japant:se Government, as well as several individual 
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country agreements with the --world 
Bank and the Eurnpean Union. A 
number of bilateral donors have 
also supported Fund-executed tech· 
nical assistance by making cash con
tributions to UNDP/Fund 
projects. Recently, to accommodate 
the growing interest of other poten· 
tial donors in supporting Fund 
technical assistance, the Executive 
Board approved the establishment 
of a Technical Assistance Frame· 
work Account under which separate 
subaccounrs can be established co 
facilitate the receipt and administra· 
tion of contributions from such 
donors (see Appendi): V). 

In the following sections, techni
cal assistance and training providcd 
by individual departments are de· 
scribed briefly. Furd1er detaib 
appear in Appendix Ill. 

IMF Institute 
The IMF l11stitutc offers training co 
officials from member countries 
through residential courses at Fund 
headquarters and at the Joint 
Vienna Institute, shorter overse;1s 
courses and seminars, lecturing 
assistance for other training institu· 
rions, scholarships for junior offi· 
cials, and briefings for visiting 
officials in Washington. lt works 
closely with fund area departments 
in identifying cow1trics in need of 
training programs and in selecting 
candidates for such programs. 

During 1994/95, the Jnstin1te 
provided training to some 1,248 
people d1rough its courses anJ sem· 

TEC'HNJC AL \\~ISTANC F AND TRAINING 

Table 37 
TECHNICAL ASSISTANCE DELIVERY 
(In ptrso11-yenn) 

Fund technical assistance budget 
Staff 
Headquarters-based consultants 
Experts 

External teclmicaJ assistance resources 
United Narions Development Program 
Japan 
Other 

Total tedlll.ical assistance resources 

Total resources provided, by deparnnent 
Monetary and ExchaJ1gc Affu.irs Department 
Fiscal Atfairs Department 
Statistics Department 
I MF Institute 
Legal Department 
Other 

Total regional use by department 
African Dcparm1ent 
Central Asia Dcpartmem 
European I Department 
European Tl Department 
Middle Eastern Dcpartmcl1l 
South East Asia and .Pacific Department 
Western Hemisphere Department 
T nrcrregional 
U oallocatcd reserves 

Nonregional use 

Total tcchnicaJ assistance resources 

1992/93 1993/94 1994/95 
Actual Actual Estimate 

188.8 194.0 217.3 
90.0 100.9 109.8 
21.2 20.5 22.6 
77.6 72.6 84.9 

55.0 68.6 81.9 
28.9 19.3 17.5 
20.3 40.1 52.0 

5.8 9.2 12.4 

243.8 262.6 299.2 

96.8 105.7 130.3 
82.5 94.8 97.5 
40.5 35.5 40.8 
l 1.2 13.0 14.8 
7.7 7.5 9.0 
5.0 6.0 6.6 

242.9 243.3 273.7 
71.0 63.8 61.9 
24.6 25.6 26.3 
24.3 24.6 27.4 
60.2 65.9 77.2 
10.6 11.5 18.9 
17.8 15.6 24.8 
34.4 30.9 29.0 

5.4 5.6 
2.6 

0.9 19.3 25.5 

243.8 262.6 299.2 

inars at headquarters and the Joinr Vienna Tnstitutc. 
Some of these courses and seminars wcrc organized in 
collaboration with die Fund's Fiscal, Legal, Monctary 
and Exchange Affairs, Policy Development and 
Review, and Statistics Departments. 

the Baltic countries, Russia, and other countries of the 
former Soviet Union, as well as an orientation course 
::it Fund headquarters for senior officials from these 
countries. ln the rest of the world, courses, often on a 
regional basis, were offered mainly for countries that 
cither had Fund-supported programs or were in the 
process of preparing such programs. This was in line 
with tht: Tnstitutc's emphasis on working closely with 
an:a department:. co dovetail its training efforts with 
die operational work and priorities of die Fund. Co· 
financing for this training was provided by the 
European Union to provide support for the lnstitute's 
overseas training activities in Africa, the Caribbean, 
and the Pacific region and by the UNDP on a global 
basis; further support was received through coopera• 

Training in Washington and Vicnna was complc· 
menred by 30 short overseas training courses on finan· 
cial analysis and programming, and IO overseas 
seminars for senior officials, as well as lecturing assis• 
ranee for three regional training institutions; these 
activities covered some 1,100 participants. There was 
continued emphasis on training officials from 
economics in transition in Europe, the fo1·mcr Soviet 
Union, and Asia: in particular, 14 courses and 6 semi
nars were organized for central and easrcrn Europe, 
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tivt.: arrangement~ with the Arab Mon..:tary Fund, 
Asian Development Bank, Islamic Developm..:nt Bank, 
and the World Bank, as well as from the Governments 
of France, Japan, and Portugal. 

Longer-term investment in the education of officiab 
is being made by the Japan-IMF Scholarship Program 
for Asia. This has been enhanced by an introductory 
course in China for Asian economics in transirion, to 
prepare candidates for bodi the Scholarship Program 
and the comprehensive (five-month) courses at die 
Joint Vienna Institute. Bodi the Scholarship Program 
and the introducto,y course arc financed by grams 
from die Government ofJapan. This program provides 
young officials with die opportunity tO srndy in Japan 
and Australia, and, widi die assistance of Australia, 
New Zealand, and certain Asian countries, to carry out 
subsequent internships in the region. 

Fiscal Affairs Department 
In 1994/95 die Fiscal Affairs Department provided 
technical assistance to over a hundred mt.:mbcr coun
tries. Total assistance measured in terms of person
years was a ljrde (some 6 percent) rugher than in 
1993/94. The small increase reflected an expansion in 
assistance to central and eastern European countries, 
the Baltic countries, Russia, and other countries of tht.: 
former Soviet Union and tO countries in Africa. 

The pattern of assistance showed a further increase 
in the use of experts drawn from the department's 
panel. There were over 270 such expert assignments 
in 1994/95. Widiin this total, the number of long
term resident expert assignments (for six months or 
longer) increased to 66 (54 in 1993/94). Many of the 
expert assignments (both short-term and long-term) 
were financed externally: indeed, such financing now 
accounts for more than half the rotal fi.111ding for 
experts. The principal sources of external finance 
remained the Administered Technical Assistance 
Account Japan and the UND P, although the World 
Bank also made a growing contribution. 

The department's technical assistance activity was 
devoted mosdy to tax and customs administration and 
public expenditure management. Togedier, these 
accounted for nearly 80 percent of rota! technical 
assistance provided. The department also conrinued ro 
provide fiscal policy advice, with approximatel)' the 
same number of missions as in the previous year in the 
areas of tax policy, social safety nets, and social secu
rity, as well as missions in new fields, including fiscal 
policy management and fiscal ft.:deralism. Institution
building projects, particularly the development of 
computerized systems for t,u: administration and rrea
sury operarions, remained important, especially in for
mer centrally planned economics. 

The geographical pattern of assistance was diverse. 
The total assistance provided co Africa, the Balric 
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coumrie~, Rusi,ia, other countriC-l> of th..: former Soviet 
Union, eastern Europe:, and Latin America 111 grew in 
1994/95. Moreover, die department was also able to 

respond quickly to emergency situarion~-providing 
advice to Rwanda and Haiti in early 1995-whik con
tinuing to assist in the West Bank/Gaza Strip. 

Legal Depanmen t 
During 1994/95, the Lcgnl Departmrnt pmvided 
technical assistance in die areas of central banking, 
commercial banking, foreign exchange, fi~cal affairs, 
bankruptcy, and ~ecurities law. This assistance 
included drafting legislation, commenting on draft 
legislation prepared by authoriries of members, dratt
ing implementing regulations, and providing other 
legal advice in these areas of the law. Much of rhi~ 
assistance was to members with economics in transi
rion from central planning diat arc ~eeking advice to 

establish an appropriate legal framework for a sound 
fiscal structure, for modern financial sector instiru
rions, and for market-oriented financial transactions. 
During the financial year, the Legal Department pro
vided advice to 54 member countries, often in regard 
to more than one area of legi~larion, including partici
pation in 55 mission~ to 30 member countries. 

Monetary and Exchange Affairs 
Department 
During 1994/95, the Mo11etmy aiuf &:chn1igc Ajfnirs 
Depnrtinent maintained an active technical assistance 
program of nussions, seminars and workshops, and 
expert assignments while furd1ering its role of coordi
nating technical assistance: with other orga,uzations. 
Major areas of technical assistance advice included new 
currency issues and reform, foreign exchange manage
ment and operations, central bank organization and 
management, central bank accounting, clca,ing and 
settlement systems for payments, monera,y operations 
and mon..:y market development, monetary analysis 
and research, and banking regulation and supervision. 
Technical assistance pro\'ided b~, departmental staff 
was supplemented by almost 30 person-years of short
term expert assignments, and 60 person-years of long
term expert assignments. 

In carrying out its actil'ities, the department under
took J 06 ,1dvisory missions, 14 technical assistance 
workshops, and 518 short-term expert assignments 
while engaging 138 long-term expert assignments 
(including renewals). Assistance was provided to all 
regions of Fund membership, but a strong, compre
hensive technical assistance etforr was maintained in 
some countries in central and eastern Europe, the 
Bal tic countries, Russia, and other countries of die 
former Soviet Union. This latter group of countries 
absorbed about 33 percent of all advisory mission 
assignments, almost 80 percent of workshops, and 
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about 52 percent of all short-term cxpert as~ignmcnrs. 
Central and eastern Europe absorbed over 17 percent 
of staff advisory missions, and about 10 percent of 
short-term expert assignments. The largest number of 
long-term expert assignments were placed in Africa, 
with over 37 percent of such assignments. 

The department continues to play a strong catalytic 
and coordinating role in central bank technical a~~is
rance. This role has been viewed as valuable by both 
donors and recipients. In this regard, it wor~ closely 
with cooperating central banks and other multilater:il 
and bilateral institutions. For example, the department 
co-chairs the International Steering Committee on 
Payment System Reform in Russia. Through chi~ 
Committee, assistance on payment system reform is 
mobilized and coordinated. Similarly, the department 
is coordinating a training project, funded by the Euro
pean Union, for the Central Bank of Russia with tht: 
support of nine cooperating central banks. Similar 
projects are expected co take place in other countrie~ 
of the former Soviet Union. The dcp:irrment's techni
cal assistance program is also lx:ing enhanced by the 
provision of external funding from the UNDP, the 
Administered Technical fusistance Account Japan, the 
European Commission, and orher ~ourcc~. 

Statistics Department 
Technical assistance by the Statistics Department 
reached a peak in 1993/94 when the department 
mounted 150 missions, 15 of which were multisec
toral. This level of technical assistance wa:. maintained 
during 1994/95, with an equal number of technical 
assistance missions that included 13 multisectorai 
missions. 

As in recent years, the need~ of the countries in 
transition continued to influence the scope and com
position of the department's technical assistance pro
gram in l994/95. About 47 percent ofrhc 
department's technical assistance during this period 
was directed to central and eastern European coun
tries, the Baltic countries, Rus~ia, and ocher countrie~ 
of the former Soviet Union, compared with abour 
68 percent in 1993/94. This trend reflected in part 
the progress achieved in developing the statistical sys
tems in these cou11tries to meet the needs of a market
oriented economy, through intensive technical 
assistance provided in recent years. Missions to these 
countries focused on providing follow-up technical 
assistance to strengthen their capacity to produce 
macroeconomic statistics according to international 
standards and involved about 44 percent of the trips 
taken by staff, headquarters-based consultants, and 
outside experts during the year. 

1.n addition to providing technical assistance to the 
transition countries, the department increased the 
level of technical assistance to other regions in 

I 994/95, fidding 79 missions in"olving l35 trips, 
compared with 49 missions involving I 06 trips in the 
previous year. Technical assistanct: also continued to 
be provided through participation of staff of the 
department in 16 missions of other departments, 5 of 
which were to count1ie~ ofchc former Soviet Union. 

An important component oftht department's pro
gram in the Baltic countries, Russia, and other coun
tric~ of the formn Soviet Union in 1994/95 was the 
placement of long-term multisecroral statistical advi
sors in wmti countries to work closely with relevant 
statistical ,igencies. The multisectoral advisors for the 
Raltic countries, Russia, and Ukraine remained in their 
pom for ;1 second ye:i.r during 1994/95. A multist.:c
coml statistical advisor for Kazakhstan was appointed 
in Seprembtr I 994. 

The work of the Steering Committee on the Coor
dination of Technical Assistance in Statistics in the 
Baltic countrie~, Russia, and other countries of the 
former Soviet Union continued in 1994/95. Meet
ings oftht Steering Committee were held in June and 
September 1994, and in February 1995. In April 
1995, a joint meeting was held by Goskomstat-Russia 
and the Steering Committee in Moscow on coopera
tion in i.tatisrics wici1 the Russian Federation. The 
Fund continued to pro"ide technical support to the 
Steering Committee and acted as focal point agency 
for balance of payments, monetaJy accounts, govern
ment finance, and consumer price statistics. The Fund 
is responsible for managing the Steering Committee's 
data base, which was developed by the Fund tn 1993 
a~ a subsidiary to rJ1e Register of the Organization for 
Economic Cooperation and Development (OECD). 
The data base provides interactive access to tcchnic;1I 
assistance activities in statistics, either completed or 
plan111.:d, by the members of the Steering Committee, 
other international org-Jnizations, and bilateral agen
cies, thereby simplifying technical assistance planning 
and avoiding duplication of cfforr. 

During 1994/95, the Steering Committee contin
ued its eltorrs to improve coordination; to establish 
priorities for statistical de\'clopment in the Baltic 
countries, Russia, aJ1d other countries of the former 
Soviet Union in the near and long term; and to iden
tif)' new ways of ad\·ancing dialogue and implement
ing rtcommendations in the future. The Chairman of 
the Steering Committee has also consulted bilateral 
providers of technical assistance to keep them abreast 
of the Committee's activities. 

Treasurer's Department 
The Trens11rer's Depan111ent provides technical assis
tJJ1ce to members on rJ1e establishment and mainte
nance of Fund accounts, the Fund's financial 
organization and operations, and on matters related to 

transactions by members with the Fund. Such techni-
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cal assistance has increased considerably in recent 
years, primarily reflecting the needs of the new mem
bers of the Fund. Treasurer's Department staff partici
pated in a number of technical assistance missions in 
1994/95, including a seminar at the Joint Vienna 
lnstitutc on accounting for Fund transactions for ofti
cials of the Baltic countries, Russia, and other coun
tries of the former Soviet Union. Staff also prepared 
several aide-mcmoire for new members on accounting 
matters. 

Bw·eau of Computing Services 
In 1994/95, the Bttreau of Computing Sen1ices pro
vided technical assistance to nine member countries in 
the modernization of computer systems in their cen
tral banks or finance ministries. Q\\~ng co a limited 
budget and restricted staff re~ources, the bureau has a 
narrowly focused technical assistance program. Jr pro
vides for a few short-term missions to member coun
tries in direct support of the economic and financial 
work of the Fw1d. During 1994/95, missions were 
undertaken to Tanzania, Cambodia, the Lao People's 
Democratic Republic, Viet Nam, Georgia, Kazakh
stan, the Republic of Yemen, and Haiti. The mis~ions 
assist in the planning and development of computer 
systems for the processing, analysis, and reporting of 
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economic, financial, and administrative information. 
Advice and guidance were also provided in the area~ of 
technology infrastructure design and planning, eco
nomic information systems, central banking opera
tions, tax administration, budget and treasury 
operations, and recovery planning in the event of a 
computer systems disaster. 

During 1994/95 the Bureau received from mem
ber countries five delegation5 for technology training 
and occasional visitors for shorter tcdmical discus
sion~. Various short technology seminars and demon
strations were based on the Fund's application system~ 
and area~ of expertise. A!; a result of the expanding 
role of technology \\'ithin member country instiru
tion~, and ,,ith the growth of networks and associated 
application~, requests to the Fw1d for short-term com
puter teclmical assistance :1.re expected to continue to 
i11crcase. Such assistance would involve overall guid
ance in the development of computer systems for the 
collection, storage, and processing of economic and 
financial data and would facilitate easy access to, and 
exchange of data and documents between, member 
countries and the Fund. Demand by member coun
tries for training at Fund headquarters on the Fund\ 
computer applications and infrastructure technology is 
also expected to increasc. 
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comm;tmcnts of Fund finandal «soum.s 
were at record levels in 1994/95, as the Fund 
moved rapidly to provide assistance to Mexico, 
Algeria, Argentina, and other developing countries, 
as well as to Russia, Ukraine, and other countries in 
a-ansition. Commitments under stand-by and 
extended arrangements amounted to SDR 15.4 bil
lion during the year, more than the SDR 14.1 bil
lion committed eleven years previously at the 
height of the debt crisis. Purchases (drawings) from 
the General Resources Account ( GR.A) totaled 
SDR 10.6 billion in 1994/95, double the level of 
1993/94. 

Of the total pmchases, SOR 7.6 billion was 
drawn under stand-by arrangements, SDR 1.6 bil
lion under extended arrangements, SOR 0.3 billion 
under the CCFF, and SDR 1.1 billion under the 
STF. The drawing by Mexico of SDR 5.3 billion 
was the largest in the histol)' of the Fund and 
amounted to 300 percent of Mexico's quota. Other 
large drawi11gs wen: made by Argcmina (which 
made four drawings totaling SDR 1.3 billion), 
Algeria and Russia (SDR 0.7 billion each), and 
Ukraine (SDR 0.6 billion). In October 1994 the 
Board increased for a three-year period the annual 
limit on members' access to the Fund's general 
resources to 100 percent of quota from 68 percent. 
This limit could be exceeded in exceptional circum
stances, as in the case of Mexico. 

Cumulative commitments under SAf and ESAF 
arrangements totaled SDR 6.9 billion at the end of 
the financial year, compared with SOR 5.8 billion a 
year earlier. SAP md ESAF disbursements totaled 
SDR 0.6 billion in 1994/95, slightly below the 
level of the previous financial year. 

Eritrea signed the Articles of Agreement on 
Jttly 6, 1994, bringing total membership in the 
Fund to 179 countries. 

By the end of the financial year, payments of 
quota increases under the Ninth General Review of 
Quot:i.s had been complcred by all members that 
had consented to their increases. Including the 
quotas of new members, these payments brought 
the total amount of Fund quotas to SDR 145.0 bil
lion. In December 1994 the Committee of the 
Whole for the Tenth General Quota Review recom
mended that the review be completed without an 
increase in quotas. The Fund's liquidity and the 
adequacy of members' quotas will be kept under 
review in the context of the Eleventh General 
Review of Quotas. 

By the end of 1994/95, the number of countries 
in protracted arrears to the Fund had fallen to 

eight, as Haiti eliminated its overdue obligations. 
Total outstanding overdue obligations were 
SDR 3.0 billion, roughly the same as a year earlier. 

During the financial year, the Board held a num
ber of discussions on the question of a new SOR 
allocation, the future of the SD Ras an international 
reserve asset, and the need to address the situation 
of new Fund members that had not participated in 
previous allocations. These issues remain under 
review. 

Membership 
The Fund's membership increased to 179 members 
in 1994/95, when Eritrea became a member on 
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July 6, 1994. Two countries of the former Socialist 
Federal Republic ofYugoslavia-thc Federal Republic 
ofYugoslavia (Serbia/Montenegro) and the Republic 
of Bosnia and Herzegovina-have not yet completed 
arrangements for succession to membership in the 
Fund. A membership mission to Brunei Darussalam 
took place in late April 1995, and a tormal application 
for Fund membership was received from the authori
ties on May 16, 1.995. When these three countries 
have become members, the Fund will have 182 
members. 

Quotas, SDR Allocatiou, 
and Strengthening the Fund's 
Financial Resorn·ces 

Qiiotas 
On June 28, 1990, rhe Board of Governors adopted a 
resolution proposing a 50 percenr increase in rhe total 
of Fund quotas under the Ninrh General Review of 
Quotas. These quota increases began co come into 
effect in November 1992. Increases in quotas were 
proposed for all countries, except for Cambodia, 
which subsequently requested-and in March 1994 
was granted-an ad hoc increase in its quota, follow
ing settlement of its arrears and normalization of its 
relations with the Fund. 

Payments for quota increases amounted to SDR 84 
million in 1994/95; SDR 21 million of dlis amount 
represented payments of the reserve asset portion, all 
of wllich was paid in SDRs. B}' the end of l 994/95, 
payments of quota increases under the Ninth Review 
had been cornplett:d by a.II members that had con
sented to their increases. Including also rhe quotas of 
new members, this brought the total amount of Fund 
quotas to SDR 145.0 billion. Ar rhe end of April 
1995, six members had overdue obligations to the 
GR.A and, as provided in Board of Governors Resolu
tion No. 45-2 on the Nindi General Review of Quo
tas, cannot consent to their quota increases until their 
arrears are cleared. 

In accordance with the Articles of Agreement, the 
Tenth General Review of Quotas was to havt: been 
completed b}' March 31, 1993, five years after the 
date on which the Ninth General Review should have 
been concluded (which formally occurred on June 28, 
1990). ln April 1993 the Board of Governors adopted 
a resolution extending the work on the Tenth Review 
and requesting the Executive Board to submit a report 
and proposals by December 31, 1994. The Commit
tee of die Whole for the Tenth General Review met in 
March 1994. The Committee considered quota calcu
lations using updated data through 1990 and a staff 
paper on die working of the quota formulas. The.: 
main conclusions of the Committee's dcliberacions 
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wen: ( l) that a considerable.: number of countries had 
actual quotas that were substantially out ofline with 
their calculated quotas, suggesting that the restructur
ing of quotas under the Eighth and Ninth General 
Reviews should be continued; (2) that the quota for
mulas worked broadly as intended in d1at d1ey pro
vided a reasonably comprehensive measure of the 
rdacive economic size of member countries while 
refleccing their creditor/debtor characteriscics; and 
( 3) that technical changes to tbe working of the GDP 
variable in the quota formulas might be considered 
and rhar the opc.:racion of the formulas might be sim
plified. Several members of the Committee expressed 
concern that the share of developing counnies, partic
ularly the non-oil developing countries, in the coral of 
actual and calculated quotas had exhibited a long-term 
decline. 

The Committee of the Whole mer again in Decem
ber l 994. On die basis of a report from die Commit
tee, the Executive Board concluded in December 
1994 that the overall size of the Fund was for the time 
being sufficient co enable it to promote its purposes 
and fulfill its central role in the international monetarv 
system effectivcl)'· ln coming to this conclusion, d1c.: 
Board noted that the entry into effect of the Nind1 
General Quota Review in late 1992 had providc.:d the 
Fund with substantial additional usable resources, 
wllich were available to meet the increased demands 
for Fund credit forecast in the coming period. Accord
ingly, the Boa.rd n.:commended that the Tenth Gen
eral Review of Quotas be concluded without an 
increase in quotas. Nevertheless, the Board expressed 
its intention to closely monitor the liquidity position 
ofrhe fund and the continued adequacy of members' 
quotas in d1e conrexr of the Eleventh General Review 
of Quotas. 

The developments in Mexico and Argentina in late 
1994 and early 1995, and the conclusion of discus
sions with a number of transition economy countries 
on adjustment programs to be.: supported by the Fund, 
have resulted in c.:xceptionally large demands on the 
resources of the Fund and have heightened the impor
tance of monitoring the Fund's liquidity position in 
the period ahead. The Executive Board agreed ro con
tinue its work on quotas as pa.rt of the Eleventh Quota 
Review, which is to be completed by March 1998. In 
it5 report to the Board of Governors in December 
1994, the Executive Board indicated that it would 
examine such issues as the extent to which a number 
of ..:ounrries have actual quota shares substantially our 
of line with their calculated quota shares, the long
term decline in the.: share of developing countries in 
the total of Fund quotas, the use of population and 
other nt:w variables in the quota formulas, and the 
mcdiodology usc.:d in calculating quotas for the suc
cessor states of the former Soviet Union. 
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SDR Allocation 
Responding to a request contained in the lntcrim 
Committee declaration of April 30, 1993, the Execu
tive Board has held numerous discussions on the ques
tion of an SDR. allocation and the future of the SDR 
as an international reserve asset. In addressing rhe case 
for an allocation, Executive Directors assessed both 
the long-term global need for an allocation, under 
Article .ll..'VIJl, to supplement existing reserve assets, as 
well as the question of a special allocation, which 
could be authorized under an amendmrnt of the 
Articles, to provide a one-time allocation ro members 
that have not received any SDR allocations or have 
not participated folly in past SDR allocations. The 
majority of Directors favored an allocation under Arti
cle XVII], reflecting their assessment of a long-term 
global need for reserve supplementation based partly 
on the staff's projections that the demand for interna
tional reserves would expand by about SDR 400 bil
lion by the year 2000. However, a substantial minority 
of Directors considered that such an allocation could 
not be justified since, in their view, a long-term global 
need to supplement existing reserve assets either did 
not exist or had not been adequately demonstrated. 
There was general consensus on the need for a special 
allocation to restore "equity" in the distribution of 
SDR allocations among Fund members, although 
many Directors resen 1ed their position on such an 
aJJocation pending the outcome of further discussions 
on an allocation under Article XVlll. 

In their report to the Board of Governors of Sep
tember 23, 1994, Executive Directors presented four 
proposals regarding an allocation of SDRs. The Man
aging Director proposed for consideration an alloca
tion of SDR 36 billion, which could encompass an 
allocation under the current Articles and a special allo
cation that would be authorized under an amendment 
of the Articles. Three other proposals were put for
ward b}' Executive Directors. A proposal was made by 
the Directors for the United Kingdom and the United 
Stares to ensure the equitable participation of all 
members in the SOR system through a onetime spe
cial allocation ofSDR 12 to 16 billion, which would 
be authorized under an amendment of the Articles. 
Two other Executive Directors proposed a somewhat 
larger onetime special allocation, with the authorizing 
amendment of the Articles staring explicitly that the 
allocation was designed ro maintain the role of the 
SDR in world resen•cs. A fourtl1 proposal was put for
ward by a group of l l Direct0rs, which aimed to 
bring about full equity for all members in the alloca
tion of SDRs by means of an initial allocation of 
SDR 14.5 billion under Article XVlll, followed by a 
special allocation ofSDR 16 billion that would be 
authorized wider an amendment of the Articles. At 

rhe Interim Committee meeting in Madrid on Octo
ber 2, 1994, the Governors were unable to reach 
agreement on the modalities of an SOR allocation and 
requested that rhe issue be considered fi.irther by the 
Executive Board in advance of the lntcrim Committee 
meeting on April 26, 1995. 

At the April 1995 meeting, the Interim Committee 
continued its consideration of SDR issues, in light of 
the Chairman's report on his consultations with mem
bers and the Executive Board's further discussions of 
these issues. In the;: course of those discussions, the 
J\'1:lnaging Director had suggested that some of the 
post-allocation redistribution schemes proposed in the 
latter hali"ofthc 1980s and the early 1990s be re
examined in thc context of a genera.I allocation, as a 
means of resolving the equity issue for the members 
that had not participated in previous SDR allocations. 
The Managing Director had also suggested that con
sideration bc given to amending the Articles of Agree
ment in order to develop some of the safety net 
characteristics oftl1e SDR, to make an instrument that 
could be activated at short notice to help meet balance 
of payments or liquidity problems of members. The 
Committee noted that there was nor currently a basis 
for agreement on an allocation but reqm:sted the 
Executive Board to keep the matter under review. The 
Committee also n:quesred the Fund to iniLiate a broad 
review, \\'ith the involvement of outside experts, of the 
role and functions of the SDR in tl1e light ofcha.nges 
in the world financial system. 

Strengthening the Fund's Financial Resources 
ln March and April 1995 the Board discussed the 
strengthening of the Fund's financial resources in light 
of tl1c evolving role of tl1e Fund, and in particular in 
relation to the envisaged strengthening of Fund sur
veillance and the Fund's present and prospective li
quidity position. The Fund had, so far, been able to 

respond strongly with appropriate amounrs of financ
ing in support of members' strong programs of adjust
ment, including during the crisis in Mexico. The 
Board agreed that the Fund must continue to be in a 
position to help members deal with external financial 
difficulties and to provide support for their adjustment 
programs, if needed. The Fund's liquid resources
that is, its total holdings of SDRs and usable curren
cies-had begun to weaken, falling ti-om SDR 68.7 
billion in April 1994 to SDR 61.6 billion in April 
1995. Although the liquidity position remained ade
quate ( sce below), current projections suggestt:d a for
ther sharp weakening over the coming period. This 
projected deterioration in the liqujdity position had 
implications for work in connection with the Eleventh 
General Review of Quotas and the adequacy of the 
fund'i. present borrowing arrangements, including the 
GAB. At its meeting in April 1995, the fnterim Com-
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Box 13 
OPERATTONAL BUDGET 
In accordance with principles laid out Guidelines 

tions and transactions (sec Box 13 ). 
At the end of April 1995, the 
Fund's liquid resources amounted 
to SDR 6 l.6 billion, compared 

in the Fund's Articles of Agreement, The Executive Board has established with SDR 68.7 billion a year earlier, 
primarily reflecting the large use of 
Fund resoun:es during the last three 
months of 1994/95. 

the Executive Board adopcs, for each 
upcoming quarterly period, an opera
tional budget specifying the amounts of 
SDRs and members' currencies co be 
used in purchases, repurchases, and 
other Fund financial operations and 
transactions. 

Function 
The currencies of members with strong 
balance of payments and reserve posi
tions are made available for purchase 
b)' other members experiencing balance 
of payments difficulties. The issuers of 
strong currencies arc obliged to 
convert them into one of the five freely 
usable currencies at the request of pur
chasing members. In exchange, strong 
members receive a claim on the Fund in 
the form of a reserve tranche position 
that can be drawn in case of balance of 
payments need. 

guidelines governing the allocation of 
the amounts of currencies to be used in 
the Fund's operational budget. The 
present guiddines take into account 
members' gross holdings of gold and 
foreign exchange and their reserve 
tranche positions. In addition, a limit is 
placed on the use of a member's cur• 
rency, such that the Fund's holdings of 
d1at currency will nor fall below two 
dlirds of its average holdings, expressed 
in percent of quota, of other members' 
currencies included in the budget. The 
Executive Board re\fiews these guide
lines periodically to ensure that the 
objecti"e of promoting balanced posi • 
tions in the Fund over time is achieved. 

ln assessing tl,e adcquaC)' of the 
Fund's liquidity, tl,c stock of usable 
currencies is first reduced by the 
amount of resources committed 
under arrangements and expected 
to be drawn. The stock of usable 
currencies is reduced further to rake 
into account the staff's assessment 
of the need to maintain working 
balances of currencies and of the 
possibility that the currencies of 
some members in relatively weak 
external positions could become 
unusable in financing Fund opera
tions and rrans:iccions. After these 
adjustments were made, as of 

On the occasion of the most recent 
review, completed in February 1995, it 
was decided to continue to apply the 
present guidelines until me end of 
December 1996. April 30, 1995, tl1c Fund's uncom

mirrcd and adjusted usable liquid 
resources totaled SDR 42.5 billion, 

mittee agreed that the Fund's liquidity position was 
adequate at that time, despite the recent large 
demands on Fund resources, bur noted that the 
liquidity ratio was projected to decline sharply over 
the next two years. Tr requested the Board to continue 
to review the adequacy ofrhe Fund's resources and, in 
connection with its review of the role of the Fund, to 

carry forward its work on the Eleventh General 
Review of Quotas. The Committee also saw a need to 

examine the issues related to borrowing by the Fund 
from members and, in particular, the role of the GAB. 

Fund's Liquidity and Access Policy 
The Fund's liquidity position remained adequate dur
ing 1994/95, although there was a significant weak
ening toward the end of the year. The latter 
development reflected the substantial commitments of 
resources in the last quarter of 1994/95, including 
large stand-by arrangements for t\ilcxico, Russia, and 
Ukraine, and the extens.ion and augmentation of 
Argentina's existing extended arrangement (see 
below). 

The liquid resources of d1e Fund consist of usable 
currencies and SD Rs held in the GRA. Usable curren
cies, the largest component of liquid resources, arc the 
currencies of members whose balance of payments and 
reserve positions are considered sufficiently strong to 
warrant the inclusion of their currencies in th1.: opera
tional budget for use in the financing of Fund opera-
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compared with SDR 54.3 billion a year earlier. 
Thc Fund's liquid liabilities increased from 

SD R 32. 4 billion as of the end of April 1994 to 
SDR. 33.7 billion as of d1e end of April 1995, repre
senting an increase in the rese1Te tranche positions of 
members from SDR.29.3 billion to SDR 31.7 billion, 
and a fall in outstanding Fund obligations under 
borrowing agreements from SOR 3.1 billion ro 
SOR 2.0 billion. The ratio of the Fund's uncommitted 
and adjusted usable liquid resources to its liquid liabil
ities-the liquidity ratio-declined from 167.6 percent 
to 126.1 percent over the same period. (The evolution 
of the liquidity ratio since calendar year 1978 is shown 
in Chart 7.) The level of liquidity is still adequate, 
however, and projections based on current policies on 
access and access limits indicate that the Fund remains 
in a position to meet the anticipated substantial 
dem,mds on its resources over the next few years, while 
maintaining suf!-icienr cover against any encashment of 
liquid liabilities. 

The Fund currentlv has no unused lines of credit 
and is scheduled to repay its remaining outstanding 
debt to lenders by end-March 1996. However, the 
Fund can borrow under the GAB (up to SDR 17.0 
billion) and under an agreement wid1 tl1e Saudi Ara
bian Monetary Agency in association with the GAB 
(SDR] .5 billion), when supplementary resources are 
needed to forestall or to cope with an impairment of 
the international moneta1y system. 
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Chan 7 Policies on access to Fund 
resources were reviewed by Exec
utive Directors on several occa
sions during 1994, in the light of 
experience since 1990 and t:1king 
into consideration tht: prospccth·e 
financing needs of member coun
u·ies and the liquidity position of 
the Fund. Directors were guided 
in their work by the principle that 
strong programs deserve strong 
support from the Fund and the 
international community at large, 
and by the need co safeguard the 
monetary character and catalytic 
role of the Fund. On rhe basis of 
these reviews and the recommen
dation ofrhe Interim Commirree 
in its communique of October 
1994, the Board decided that, for 
a period of three years beginning 

THF f-U;-:D'S LIQUIDJT\' RATIO, 1982-95 
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from October 24, 1994, the annual limit on access to 
the Fund's general resources under the credit tranches 
and under extended arrangements would be increased 
from 68 percent of quota to 100 percent of quota. 
This higher annual access limit under sra.nd-by and 
extended arrangements would permit, and when 
nt:eded would result in, increased actual access to the 
Fund's resources commensurate with the su·ength of 
programs. The cumulative access limit was left 
unchanged at 300 percent of quota. 

The access limits are temporary in nature and arc 
reviewed annual!}' in the light of all rckva.nt factors, 
including the magnitude of members' payments prob
lems and developments in the Fund's liquidity. The 
access limits may be exceeded in exceptional circum
stanct:s-for example, in the case of the stand-by 
arrangement for Mexico approved on February l, 
1995, which exceeded both the annual and cumula
tive access limits. 

Members' Use of Fund Resources 
and Credit Outstanding 
During 1994/95 members' purchases from the GRA, 
excluding reserve tranche purchascs, 8 amounted ro 
SDR 10.6 billion, twice the 1993/94 le\'cl (Table 38; 
sec also Appendix II, Table II.8). Tht: sharp increase 
was due mainly to a purchase ofSDR 5.3 billion by 
Mexico under a stand-by arrangement in February 

8Rcscrvc tranche purchase, m.,dc by three member~ in 
1994/95 amounted to SDR 24 million, compared with pur· 
chases of SOR 84 million b)• ten member~ in 1993/94. Rc~crvc 
tmnchc purchases rcprcscm members' lL~C of their own hmd 
related asscrs and nor use of 1-'und .:rcdir. 

1995. Purchases during the financial year consisted of 
a total ofSDR 7.6 billion under stand-by arrange
ments (compared with SOR 1.1 billion in 1993/94), 
SD R 1.6 billion under extended arrangements 
(SD R 0.7 bi I.lion in 1993/94 ), SDR 0.3 billion under 
the CCFF (SOR 0.7 billion in 1993/94), and 
SDR l .J billion under the STF (SDR 2.7 billion in 
1993/94 ). 

The purchase by Mexico (SDR. 5.3 billion), the 
largest single purchase in the history of the Fund, 
amounted to 300 percent of1'1cxico's quota. Other 
large purchases were made by Argentina (which made 
four drawings totaling SOR 1.3 billion), Algeria 
and Russia (SOR 0.7 billion each), and Ukraine 
(SDR 0.6 billion). A regional breakdown shows that 
purchases by Latin American countries amounted to 
SOR 6.7 billion; purchases by countries of the former 
Soviet Union and central and eastern European coun
tries amounted to SOR 2.9 billion; African countries 
purchased SOR 0.7 billion, and Asian and Middle 
Eastern countries purchased SDR 0.3 billion. 

Repurchases in the GRA during 1994/95 
amounted to SOR 4.0 billion, compared with 
SDR 4.3 billion in the previous financial year 
(see Appendix II, Table IJ.9). Actual repurchases 
in 1994/95 were higher than the scheduled level 
ofSDR 3.3 billion owing to voluntary advance re
purchases made by the C:w.:b Republic (SDR 639 
million) and Poland (SDR 225 million). Also, 
Haiti's clt:arance of arrears to the fund included 
SDR 15 miJlion of n.:purchases. Scheduled repur
chases, which peaked in 1987 /88 following a signifi
cant expansion of Fund credit in tht: early 1980s, 
have declined in recent years, reflecting the lower use 
of Fund credit during the latter part of the J 980s 
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Table 38 
SELECTED FINANCIAL TNOCCATOR.S 
(111 millions of SDlu) 

Financial Year Ended April 30 
1988 1989 1990 1991 1992 1993 1994 1995 

During period 
Total disbursements 4,562 2,682 5,266 6,823 5,903 5,877 5,903 11,178 
Purchases by facility (GRA)I 4,118 2,128 4,440 6,248 5,294 5,284 5,241 10,592 

Stand-by and first credit tranche 2,313 1,702 1,183 1,975 2,343 2,940 1,052 7,587 
Compensatory and contingency 

financing facility 1,544 238 808 2,127 1,381 90 718 287 
Extended Fund facility 260 188 2,449 2,146 1,57] 2,254 746 1,595 
Systemic transfonnation facility 2,725 1,123 

Loans under SAF /ESAF arrangements 445 554 826 575 608 593 662 587 
Special Disbursement Account rcsourcc1. 445 380 584 180 138 49 68 19 
ESAF Trust resources 174 242 395 470 544 594 568 

By region 4,562 2,682 5,267 6,823 5,903 5,877 5,903 11,178 
Africa 955 701 1,289 577 740 377 1,185 1,022 
Asia 804 469 525 1,714 1,476 1,806 690 383 
Europe 338 268 1,960 1,516 1,343 3,258 2,896 
Middle East 116 66 333 26 11 76 
Western Hemisphere 2,688 1,174 3,119 2,572 1,838 2,325 758 6,80] 

Repurchases and repayments 8,463 6,705 6,399 5,608 4,770 4,117 4,509 4,231 
Repurchases 7,935 6,258 6,042 5,440 4,768 4,081 4,343 3,984 
Trust Fund and SAF/ESAF loan repayments 528 447 357 168 2 36 166 247 

Total outstanding credit End of period 

provided by Fund 29,543 25,520 24,388 25,603 26,736 28,496 29,889 36,837 
Of which: 

General Resources Account 27,829 23,700 
Special Disbursement Account 584 965 
Administered accounts 

Trust Fund 1,129 682 
ESAP Trust2 174 

Percentage change in total outstanding credit -11.7 -13.6 
Number of indebted cow1cries 86 

1 Ex.eluding reserve tranche purchases. 
2lncludes Saudi Fund for Deve.lopment associated loans. 

{Chart 8). Given the revolving nature and medium
term maturity of the Fund's balance of payments assis
tance, scheduled repurchases will soon begin increas
ing again as a result of the relatively higher level of 
purchases in the past few years. 

Taking into account both purchases and repur
chases, Fund credit outstanding in the GRA increased 
by SDR 6.6 billion, from SDR 25.5 billion as of 
April 30, 1994 ro SDR 32.1 billion as of April 30, 
1995. (Derails arc provided in Appendix 11, Tables 
II.7 and II.I 0.) If net disbursements under the SAF 
and ESAF arc also included (sec below), Fund credit 
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22,098 22,906 23,432 24,635 25,533 32,140 
1,549 1,729 1,865 1,879 1,835 1,651 

326 158 158 158 105 102 
416 811 1,281 1,824 2,416 2,944 

-4.4 5.0 4.4 6.6 4.9 18.9 
87 81 82 90 93 99 

outstanding under all facilities increased by SDR 6.9 
billion in J 994/95, from SDR 29.9 billion on 
April 30, 1994 to SDR 36.8 billion on April 30, 1995 
(Chart 9). Total Fund credit outstanding is expected 
to continue to increase in the period immediately 
ahead as a resu It of the strong projected demand for 
use of the Fund's general and ESAF Trust resources. 

Stand-By and Extended Arrangements 
Seventeen stand-by arrangements totaling SDR 13.0 
billion were approved during 1994/95. Although this 
number of arrangements was about the same as in 
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1993/94, the total amount of resources committed is 
unsurpassed in th<;: Fund's history. Particularly not<;:
worthy was the stand-by arrangement for i\l!cxico 
approved in February 1995 for an initial amounr of 
SDR 5.3 billion, co be augmenred by up ro SDR 6.8 
billion ( the equivalent of Sl O billion ar the time of 
approval of the arrangement) after a review of the 
arrangement scheduled co cake place by end-June 
1995. Arrangements with other Latin American and 
Caribbean countries, for a total amount ofSDR 0.2 
billion, were concluded with Haiti, following clear
ance of its arrears co the Fund, and Ecuador. Among 
the stares of the termer Soviet Union, arrangements 
involving commitmt:nts of l 00 percent of quota were 
concluded with Russia (SDR 4.3 billion) and Ukraine 
(SOR 1.0 biUion). In addition, eight stand-by arrange
ments totaling SOR 1.7 billion \\'ere approved for 
other countries of the former Sovit:t Union and cen
tral and eastern European countries ( Croatia, Estonia, 
Latvia, Moldova, Poland, Romania, the Slovak Repub
lic, and Turkc:y). Four arrangemrnrs totaling SOR 0.5 
billion were concluded with African countries (Algt:· 
ria, Congo, Lesotho, and Malawi). The: Executive 
Board approved augmentations totaling SDR 0.3 bil
lion for debt· and debc-~ervice-rcduction opcrations 
for Bulgaria, Ecuador, and Poland, a~ well as :in 
increase of SOR 0.1 billion in the existing arrange
ment with Turkey. As of April 30, 1995, a total of 19 
countries had stand-by arrangemcnts with the Fund, 
\\~th total commitments of SDR 13.2 billion and 
undrawn balances ofSDR 5.8 billion. 

Three new extended arrangements totaling 
SDR 0.8 billion were approved during 1994/95 for 
Jordan, Lithuania, and the Philippines, and rhe exist
ing arrangement with Argentina was augmented by an 
amount equivalent to I 00 percent of Argentina's 
quota. Altogether, the level of commitments under 
extended arrangements during 1994/95 was SDR 1.6 
billion higher than in the previous financial year. As of 
April 30, 1995, nim: 1:uuntric~ hall otcndt:d arrange· 
mcnts, with commitments totaling SDR. 6.8 billion 
and undrawn balances ofSDR 2.5 billion. 

In total, commitments of Fund resources under 
stand-by and extended arrange,m:nts reached 
SDR 15.4 billion dwing 1994/95, which was 1::trgcr 
than the SDR 14.1 billion committed in 1982/83 at 
the height of the debt c1isis. The extraordinary level of 
commitments during 1994/95 was mainly due co the 
new arrangements ,,~th Mexico, Russia, and Ukraine, 
and the augmentation of Argentina's arrangement, 
which rogethcr amounted to SDR 12.1 billion. ln 
addition, commitments to other countries arnountt:d 
to SDR 3.3 billion, also a relatively high figure. The 
latter commitments were partly a reflection of the 
progress made by economics in transition in formulae-

Chan8 
GENERAL Rl-.~OURCES PURCHASc.S 
AND REPURCHASES, t:1:--!A~ClAL YEAlt) 
E~DED APR.II. 30, 1982-95 
( /11 !,il/ious of SD Rs) 
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1 Excluding rcscn·c 1ranch~ purchase, 

ing macroeconomic and sa-ucrural reform programs 
that could be supponed under stand-by or extended 
arrangements, after initially making use of Fund 
resources under thc STF. 

Special Facilities 
The Fund's special facilities consist of the CCFF, the 
buffer stock financing facility, which has nor been uti
lized since 1984, and the STF. 

Purchases under the CCFF, made by Algeria and 
Moldova, amounted to SOR 0.3 billion during 
1994/95, compared with purchases ofSDR 0.7 bil
lion in 1993/94. Since the inception of the STF in 
April 199 3, 20 members have made purchases under 
the facility, including 12 rhar have made rwo drawings 
each. Purchases under the STF totaled SDR 1.1 bil
lion in 1994/95 ( compared with SDR 2.7 billion dur
ing 1993/94) and were made by eight countries of 
the former Sovier Union, three central and eastern 
European countries, and one Asian country. The 
largest amount purchased in 1994/95 was by Ukraine 
(SDR 0.5 billion in rwo drnwings). 

SAP and ESAF 
Duting 1994/95 the Fund continued to provide con
cessional financial support ro low-income members 
under the SAF and ESAF. As ofAptil 30, 1995, 1 SAF 
arrangement and 27 ESAF arrangements were in effect. 
Eleven nt:w threc-ycar ESAF arrangements, totaling 
SDR 1.2 billion, were approved in 1994/95 for 
Bolivia, Cambodia, Guinea-Bissau, Guyana, the Kyrgyz 
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Chan 9 the end of 1999. Thus far, new 
commitments to the ESAF 
Trust Loan Account under tht.: 

TO'lAL 1-UND CREDIT OUTSTAJ\:DI:--:G TO i'.\lb\lBl-.1~ 11>-:< L L'D!Nl, Tlll1ST 
l'UND, SAF, A~D ESAI-'), Fl~ANCIAI. YEARS ENDED .\l'Rlf. 30, 1982-95 
(111 /Jillio11s of SD Rs; emf of pcriotf) enlargement amounting to 

50 

30 

20 

10 

S1·\tcm1.: LrJmform.uion fouht1· 

S.\l' .md !'SA! 
lrmt hrnd 
Oil fa,ilin 
1:-.. ,tcn,kJ hmd factl111 
{ ( H ,111d buffer ,m,k 
Stand-bl' .rn,l ~rcdit 1r.1111.:hc 

SDR 4.6 billion have been 
recdvcd from 11 countries, 3 of 
which arc developing countries, 
and from the OPEC Fund for 
lnternarional Development. As 
of April 30, 1995, the Executive 
Board had approved 11 borrow
ing agreements, raising total 
loan commirn1ents by lenders to 
the ESAF Trust under agree
ments approved by the Board to 
SDR 9.5 billion. 

Contributions to the Subsidy 
Account enable the Trust to pro
vide ESAF financing at a highly 
concessional rate of interest ( cur
rently 0.5 percent a year). Under 
the ESAF Trust enlargement, 43 
members have agreed to make 
contributions to the Subsidy 
Account in the form of direct 

o------------------------------- grants and deposits or invest
ments at concessional interest 1982 83 84 85 86 87 88 89 90 91 

Republic, Mauritania, Nicaragua, Senegal, Togo, 
Uganda, and Viet Nam. An additional one-year 
arrangement was approved for Mozambique, as well as 
increased access under the arrangement with Hon
duras. Cumulative commitments under all approved 
SAF and ESAF arrangements (including actual dis
bursements under expired arrangements) totaled 
SDR 6.9 billion as of Ap1il 30, 1995, comp.i.rcd with 
SDR 5.8 billion as of April 30, 1994 (sec Appendix 11, 
Tables 11.5 and 11.6). SAF and ESAF disbursements 
during 1994/95 totaled SDR 0.6 billion, somewhat 
below the level in 1993/94, bringing rnmulative dis
bursements through April 30, 1995 to SDR 5.0 biJlion. 

The enlargement and extension of the ESAF Trust 
became efkctive on Februa1y 23, 1994 and is being 
supported by a broad cross-section of the Fund's 
membership. To date, commitments ha,·e been 
receiwd from more than 40 countries. About half of 
the contributors are developing countries, which :ire 
providing almost 20 percent of the contributions to 

the ESAF Trust Subsidy Account. The target amount 
of lending for the enlargement is SDR 5 billion, 
which, together with the SDR 5.1 billion available 
prior to the enlargement, would raise the total lending 
capacity of the ESAF Trust to SDR 10. l billion. 

The commitment period for ESAF Trust loans to 
eligible members currently runs through Decem-
ber 31, 1996, with disbursements ro be made through 

142 AN N U A L RE PO RT I 9 9 5 

92 93 94 95 

rates. The commitments by 17 
members to make invesrmenrs or deposits for the ben
efit of the Subsidy Account arc expected to generate 
SDR 0.2 billion in subsidies. Twenty-six orher mem
bers have agreed ro provide grants totaling SDR 1.1 
billion. Contributions have been received from 11 
members, and most other contributions have been 
finalized, while discussions arc continuing with a few 
other contriburors to confirm the modalities and tim
ing of their contributions. In addition to these bilateral 
contributions, in 1994 the Board transferred a total of 
SDR 400 million from the Special Disbursement 
Account (SDA) ro the Subsidy Account of the ESAF 
Trust. As of April 30, 1995, total disbursements from 
the SDA in support ofSAF and ESAF arrangements 
amounted to SDR2.0 billion. 

The availability of resources in the Subsidy 
Account, nt.:t ofsl1bsidies already paid, rose from 
SDR 1,162 million as of April 30, 1994 to 

SDR 1,330 million as of April 30, 1995. The ESAF 
Trust made interest payments ofSDR 98 million to 

lenders in 1994/95, of which SOR 12 million was 
financed by payments of interest b~r borrowers from 
the Trust and the balance ofSDR 86 million was 
drawn from the resources of the Subsidy Account. 

Details ofSAF and ESAF arrangements, and bor
rowing agreements and subsidy contributions for the 
ESAF Trust, arc provided in Appendix fl (Tables Il.5, 
11.6, ;rnd II. I I). 
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Fund Charges, Remw1eration, Net Income, 
and Precautionary Balances 
At the beginning of a financial year, the Fund sets rhe 
rare of charge on the use of its resources as a propor
tion of the weekly SOR interest rate, so as to achieve a 
target amount of net income to add to its reserves. 
This method of setting the rate or charge was begun 
in 1989 /90 and was adopted as a permanent proce
dure in 1993/94. Ir is designed ro ensure that the 
Fund's operational income closely reflects irs opera
tional costs, which depend largely on the SDR inten:sr 
rate, and thus to avoid the need for stepwise im:n:ases 
in the rate of charge in the course of a financial year in 
order to achieve the target amount of nc.:t income. 

For 1994/95 the proportion of the rate of charge 
ro the SDR interest rare was set at 115.1 percent in 
order to achieve a net income target equal to 5 per
cent of reserves at the beginning of the financial year, 
provided that any income in exces5 of the target 
wOLdd be used to reduce retroactively the rate of 
charge for the financial year. After a review of the 
Fund's income position at midyear, the proportion of 
the rate of charge to the SDR. interest rate was 
reduced to 112 .0 percent, in view of favorable devel
opments in the Fund's income position. The.: avc.:ragc 
rate of charge on the use of Fund resources in 
1994/95 was 4.81 percent before adjustments for 
burden sharing, which an: discussed below. 

The Fund pays remuneration to ,l member on rhe 
amounr by which its norm for remunerarion exceeds 
the Fund's holdings of its currency, excluding hold
ings thar reflect the member's use of Fund credit. For 
each member, the norm for remuneration is calculated 
as 75 percent of the member's quota on April I, 
1978, plus any increases in quota consented to and 
paid after t11at date. For membc.:rs joining the Fund 
after April 1, 1978, the norm is calculated as the 
weighted average of the norms applicable to all othc.:r 
members on the date of admission, plus any increases 
in the member's quota consented to and paid after 
that date. The rate of remuneration, before the: adjust
ments under the burden-sharing mechanisms dis
cussed below, is set at 100 pc.:rcent ofrhe SDR interest 
rate, which averaged 4.60 percent in 1994/95. 

The various measures taken in recent years ro 
strengthen d1e Fund's financial position against the 
consequences of overdue obligations were continued 
in 1994/95. First, a rarger amount of net income is 
added to the Fund's reserves each year. Second, the 
financial burden of overdue obligations is shared by 
debtor and creditor members: one half each of the 
cost of deferred charges and the allocation to the Spe
cial Contingent Account (SCA-1) of 5 percent of 
reserves at tl1e begi11_ning of the financial year is borne 
by members paying charges on the use of Fund 

resources and by members receiving rcmw1cration 
through adjustments to the rares of charge and remu
neration, except th.lt the adjustment to the rate of 
remuneration cannot reduce rhar race to less than 
8:i percent of the SDR. interest rate. These burden
sharing procedures have been extended br the Execu
tive Board through 1995 /96. 

As part of the strengthened cooperative strategy to 
resolve the problem of protracted overdue obligarions 
to tht: Fund, fitrther adjustments ( extended burden 
sharing) arc made to the rate of charge and to the rate 
ot· remuneration (subject to the floor of 80 percent of 
the SDR interest rate stipulated in the Articles of 
Agreement). The resources so generated arc placed in 
a second Special Contingent Accoum (SCA-2) and are 
intended tO prorect the Fund against risks associated 
with credit extended by the: GR.A for the encashmcnt 
of righrs earned in the context of rights accumulation 
programs (sec below) and to provide additional li
quidity to finance thme encashmcnts. The extended 
burden-sharing procedures were .idoptcd in July 1990 
and will remain in cftcl'.I until a target level of 
resources ofSDR. I billion has bec.:n accumulated in 
the SCA-2. The adjustment for extcmled burden ~har
ing added 4 basis points to the rate of charge in 
1994/95. The adjustment to th<.: rate of remuneration 
is set so as to yield three rimes the amount of 
resources gencratt.:d by the.: adjustment to the rate of 
ch.1rge, subject to the floor to the rare of remunera
tion mentioned above. 

When ddi:rred overdue charges arc settled, an 
equivalent amount is paid to members that paid 
higher charges or reo:ived lower remuneration under 
burden ~haring. Settlements of dc.:ferred m·erduc 
charges amounted to SDR. 36 million during 
1994/95, bringing total cumulative refimds to 
SDR 680 million as or April 30, 1995. Balances in the 
SCA- t, which amounted to SDR. 602 million as of 
April 30, 1995, will be returned to contributors when 
there are no more ovc.:rdue obligations, or at such ear
lier time as the Fund may decide. Balances in the 
SCA-2 will be distributed to members d1at paid addi
tional charges or received reduced remuneration when 
all outstanding purchases related to the cncashmenr of 
rights have been repurchased, or ar such earlier time as 
rhe Fund m:i.y decide. 

For 1994/95 rhe target amounr of net income to 

be added to reserves and rhe amount to be added co 
the SCA I were each set at SDR 85 million. Unpaid 
charges due by members in prorr.1cted arrears and 
contributions ro the SCA-1 resulted in adjusu11encs to 

the rate of charge of 34 basis points, and in adjust
ments to the rate of remuneration of 39 basis points. 
Adjustments for extended burden sh.tring further 
increased tht: rate of charge by 4 basis points and for· 
tbcr reduced the rate of remuneration by 53 basis 
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points to 80 percent of the average SDR. interest r.ue. 
ShorrfuJJs in the amounts placed to the SCA-2, owing 
to the 80 percent floor to the remunerntion coefficient 
having been reached, totaled SDR. 133 million as of 
the end of 1994/95; these shortfalls will be recouped 
when the adjusted rate of remuneration does not 
reach that floor. For 1994/95 the adjusted rate of 
charge on the use of Fund resources averaged 
5.19 percent, and the adjusted rate of remuneration 
averaged 3.68 percent. 

After taking into account .1 retroactive reduction of 
charges ofSDR 109 million, net income for 1994/95 
equaled the target amount ofSDR. 85 million and was 
added to the Fund's reserves, which rose to SDR 1.79 
billion as of the end of 1994/95 ti-om SDR. 1.70 bil
lion a year earlier. The Executive Board established a 
net income target of SDR 89 million for 1995/96 
and set the proportion for the rate of charge at 
102.5 percent of the SOR interest rare. 

Tomi precautionary balances (reserves and the bal
ances in the two Special Contingent Accounts) 
amounted to SDR 3.2 billion as of April 30, 1995 and 
were equal to 9 .8 percent of total Fund credit out
standing. Precautionary balances generally available to 
protect the Fund's financial position against the con
sequences of overdue repurchases in the GRA 
(reserves plus SCA-1) totaled SDR 2.4 billion, equiva
lent to 142 percent of credit outstanding to countries 
in arrears to the Fund by six months or more 
(SDR 1.7 billion). Precautionary balances placed in 
the SCA-2 amounted to SOR 768 million as of 
April 30, 1995. 

The level and adequacy of the Fund's precautionary 
balances were reviewed by the Executil'e Board in 
March 1995. After taking into considerntion the ex
pansion of Fund credit and developments in interna
tional financial markets, Director~ agreed to maintain 
the rate of accumulation of precautionary balances. 
Accordingly, the net income targer for 1995/96 and 
contributions co the SCA-1 were each set at 5 percent 
of reserves at the beginning of the financial year. 

Refo·nning the Financing of Fund Operations 
In recognition of the evolving financial srrucrurc of 
the Fund's operations, which is now dominated by the 
costs co the Fund of financing the use of Fund credit 
by member countries and, to a lesser extent, by 
administrative and prudential expenses, the I ntcrim 
Committee, in its communique following the Madrid 
meeting, requested the Executive Board to consider 
issues related to the distribution among members of 
the cost of financing the Fund's operations with a 
view to achieving a more effective and equitable 
mechanism. 

1n their discussions, Executive Direccors have 
broadly supponed the principles that the cost or oper-
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ating the Fund should be equitably shared by all 
members and that members' quotas, which determine 
their rights and obligations in the Fund, should play 
an important role in the distribution of financing the 
Fund's cost. Directors have also agreed that the 
Fund's direct operational costs (that is, remuner.1tion 
expenses) should be finam:ed by the users of Fund 
credit. In view of the limitations on distributing the 
cost of financing the Fund among members wider the 
Articles of Agreement ( costs are shared by debtor and 
creditor countries only), a wide consensus has 
emerged within the Board to pursue further the possi
bility of an amendment to the Arriclt:s that would pro
vide a broader basis for cost sharing. 

Such an amendment would allow for a quota-based 
system of sharing the cost of financing the Fund 
through the introduction of a uniform but adjustable 
norm for remuneration. Under thi~ system, opera
tional costs would be ..:overed by debtors through the 
rate of charge on the use of Fund resources. In order 
to ensure that sufficient unremunerated resources 
would be available ro the Fund to cover ocher costs 
(that is, administrati\'e and prudential expenses) to be 
shared among all members, the norm for remuncra
rion (sec above) would be rhe same for all members 
and would be adjusted upward or downward as neces
sary. If a member were ro have utilized pa.rt or all of 
its reserve tranche, balances equal to the portion of 
the reserve tranche used that would be unremunerated 
would become subject to \'.barges. 

Overdue FinanciaJ Obligations 
The level or outstanding overdue obligations to rhe 
Fund rose slightly during J 994/95 from SDR 2.9 bil
lion on April 30, 1994 co SDR 3.0 billion on April 30, 
l995, reversing tl1c decline in the previous financial 
ycar.9 This ina-easc resulted largely from unpaid 
maturing obligations of some existing overdue mem
bers, which more than oflset the clearance of the 
arrears or other countries. 

The number of countries in arrears to the Fund by 
six months or more decreased irom nine to eight dur
ing 1994/95, as Haiti eliminated its overdue obliga
tions to the Fund in December 1994; a number of 
short-term cases were also resolved during the year. 
There were no new cases of protracted arrears to the 
Fund. Of the eight countries in protracted arrears on 
April 30, 1995, all were in arrears to the GR.A; five co 

''The data in this section indudc the C>vcrduc tinancial obliga• 
cions ofrhc Federal Republic of Yugoslavia (Scrbia/Monrcnc
gro) .,nd the Rt·public of Bosnia and Hc,£cgovina, which have 
nor yet conipkrcd arr.mgcmcnrs for succcssiC>n ro the member
ship in th.: Fund of the former Socialist Feder.ii Republic of 
Yugoslavia. 
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Table 39 
ARREARS TO THE FUND OF COU1 TRIES WITH OBLIGATlONS OVERDUE BY SIX MONTHS OR MORI:. 
(I,1 millions oj'SDR.s; md of period) 

1990 

Amount of overdue obligations 3,251.1 

Number of countries 11 
Of which: 

General Department 3,018.6 
Number of countries l l 

SDR Department 44.7 
Number of countries 9 

Trust Fund 187.8 
Number of countries 9 

Number of ineligible members 10 

the SDR Department; four to the Trust Fund; and 
two were in arrears on SAF obligations. Deferred 
overdue charges from these cotmtries, which are 
excluded from the Fund's income, amounted to 

SDR 1,102 million as of the end ofl 994/95, com
pared with SDR 1,043 million a year earlier. Selected 
data on arrears to the Fund arc shown in Table 39, 
and additional information on countries' overdue 
financial obligations by type and duration is shown in 
Table 40. 

As of April 30, 1995, five countries remained 
ineligible to use the general resources of the Fund, 
pursuant to declarations under Article XXVI, Sec-
tion 2(a): Liberia, Somalia, Sudan, ZaYre, and Zambia. 
These five countries accounted for 96 percenr of total 
overdue obligations to the Fund on that date. Decla
rations of noncooperation, a further step under the 
strengthened cooperative arrears strategy (see below), 
remained in effect with respect to three counrries: 
Liberia (issued March 30, 1990), Sudan (Septem
ber 14, 1990), and Za"ire (February 14, 1992). 

Progress Under the Strengthened 
Coope·rative Strategy 
The strengthened cooperative strateb'Y to resolve the 
problem of protracted overdue oblig~rions to rhe 
Fund was formulated in early 1990 and endorsed by 
the Interim Committee in May of that year. The three 
key elements of the strategy-prevention, deterrence, 
and intensified collaboration-continued to be imple
mented in 1994/95, in order to assist overdue coun-

Financial Year Ending April 30 

1991 1992 1993 1994 1995 

3,377.7 3,496.0 3,006.4 2,911.3 2,982.7 

9 10 12 9 8 

3,171.7 3,274.1 2,768.3 2,729.5 2,809.2 
9 10 12 9 8 

27.3 37.5 49.8 51.4 46.3 
6 7 9 8 5 

178.7 184.3 188.3 130.4 127.2 
6 6 6 4 4 

8 8 7 5 5 

tries in finding solutions to their arrears problems and 
to prevent the emergence of new arrears. 

l'rL"PmtiPc .Utnrn1·cs 

Efforts to prevent new cases of :irrears from arising or 
bccoming protracted arc a centr:il element in the 
Fund's arrears strategy. In this respect, the quality of a 
member's economic policies and its willingness to 

srrengrhen policies as necessary arc the fundamental 
safeguards for the use of Fund resources. It is also 
essential to ensure adequate financial support from 
other official creditors and donors during tht: period 
of a Fund arrangement and the subsequent period 
during which credit !Tom the Fund remains outstand
ing. Specific measures to prevent new cases of arrears 
include efforts to (1) evaluate medium-term external 
viability and the risks involved in extending balance of 
payment support to members, (2) identify potential 
problems in the period after the expiration of a Fund 
arrangement that could lead to the emergence of 
arrears to the Fund, and (3) address possible technical 
difficulties that may resulr in late pa}•ments. 

Medium-term external viability and the capacity to 
repay the Fund depend crucially on the strength and 
comprehensiveness of members' policies, the extent of 
external support, and the commitment of the authori
ties to further policy action if necessary. Tht: staff's 
assessments of members' prospects for achieving via
bility over the medium term are undertaken at an early 
stage in discussions with the authorities on the possi
ble use of Fund resources and provide a basis for 
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Table 40 

ARREARS TO THE FUND OF COUNTlUES WITH OBLIGATIONS OVERDUE BY srx MONTHS OR MORE, 
BY TYPE A.J."ID DURATION, AS OF APRIL 30, l 995 
(bi millions of SDRs) 

BtTr,ee 
General SDR 

Total Dept. Dept. 

Bosnia and Hertegovina 22.9 20.4 2.5 
Iraq 21.l 0.1 21.0 
Liberia 423.5 380.9 12.0 
Somalia 174.5 163.1 3.8 
Sudan 1,184.7 1,103.2 
Yugoslavia, Federal Republic of 

(Serbia/Montenegro) 63.3 56.3 7.0 
Zaire 259.9 259.9 
Z.1mbia 832.8 825.3 

Total 2,982.7 2,809.2 46.3 

assessing the appropriate mix of adjustmcnr and 
financing, access to Fund resources, and conformance 
with the Fund's policy on financing assurance~. These 
assessments are updated in the context of subsequent 
reviews of a member's performance under its Fund 
arrangement. In assessing possible risks to the Fund, 
the staff takes into account, inter alia, ( l) the mem
ber's past debt-service record, in particular to the 
Fund and the World Bank, and the way it has handled 
debt-service problems; (2) the member's record of 
policy performai1ec during the periods of Fund 
arrangements and in subsequent periods when Fund 
credit remained outstanding; and ( 3) the vulnerability 
of the economy to external economic shocks, policy 
slippages, or adverse political developments. 

For the duration of the period during whjcl, Fund 
credit remains outstanding, the staff regularly review~ 
with the authorities the stance of economic policies 
and the expected evolution of rhe external position in 
a medium-term context, paying particular attention to 

the early identification of emerging problems that 
could lead to delays in payments, including to tht.: 
Fund. Such reviews arc normally carried our in con
nection with Article IV consultation discussions, bur 
they can also be undertaken at od1er rimes if develop
ments indicate d1e desirability of opening discussions 
on corrective measures. 

As regards efforts to identify possible technical dif
ficulties that could lead to late payment~, the staff reg
ularly reviews the operational systems needed so that 
members can avoid technical delays in payments ro the 
Fund. These include the provision of advance autho-
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Br Duration 

Trust Less than 1-2 2-3 3 years 
FWld one year years years or more 

5.0 8.6 9.3 
3.8 3.8 4.8 8.7 

30.6 12.2 13.3 18.6 379.4 
7.6 8.2 10.2 12.8 143.3 

81.5 32.4 35.3 49.3 1,067.7 

13.7 23.8 25.8 
52.5 67.3 52.4 87.7 

7.5 832.8 

127.2 127.8 162.3 173.1 2,519.5 

rization by members to debit their SDR accounts in 
sertkment of obligations falling due to the Fund, 
advance notification ro member~ of forthcoming 
obligations, and assistance from the staff to ensure 
that payments arc made on time-for example, assist
ing members wishing ro build up their SDR balances 
in advance of obligations falling due by arranging for 
these members to acquire SDRs from other members 
or from the Fund. 

Rr:mr:dinl rmd Dctcrrwt ,\Jcnmrcs 
The preventive element of the ,trrears ~trategy is com
plemented by remedial and deterrent measures that 
seek to protect rhe Fund's resources from further use 
by members that are in arrears, and to set in motion a 
concerted effort to resolve the problem~ of overdue 
members. These measures consist of specific actions to 

be taken on the basis of a timetable agreed by the 
Executive Board in early 1990. The timetable sets a 
framework for the .Board's consideration of various 
measures, which arc then implemented if the Board 
considers that the member concerned is not cooperat
ing with the Fund in addressing the problem of its 
overdue obligations, taking into account d1e particular 
circumstances of the individual member. 

Under the timetable of remedial measures, Za'ire's 
voting rights were suspended on June 2, 1994. Zaire 
was the second member to which such suspension, 
which was inu·oduccd by the Third Amendment to 
the Fund's Artidcs of Agreement, was applied. Tht: 
Executive Board revi<.:wed this decision on Dccem-
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ber 16, 1994 and decided LO give consideration at its 
next review, scheduled to take place within six 
months, to the initiation of the procedure on compul
sory withdrawal, unless Za'ire had resumed active 
cooperation with the Fund in the areas of policy 
implementation and payments performance. 

Compulsory withdrawal is the final and most severe 
sanction in the timetable of rcmt:dial measures. l n the 
case of Sudan, which is the largest and longest-lived 
case of protracted arrears, the procedure for compul
sory withdrawal was initiated on April 8, 1994 by the 
issuance of a complaint by the Managing Director. 
The Executive Board considered this complaint on 
three occasions in 1994/95. At the last review, in Jan
uary 1995, the Board noted Sudan's commitments 
concerning economic policies and increased paymenrs 
to the Fund under its staff-monitored program and 
encouraged Sudan to strengthen its adjustment effort 
by adopting a comprehensive program of financial and 
structural measures. 

Intensified Collnbomtion n.11d the R(n/Jts App1·on.d1 

Fund-monitored programs and rights accumulation 
programs provide a means for counrries in protracted 
arrears to the Fund to establish a satisfactory track 
record on policy and payments performance. The 
availability of the rights approach is limited to the 11 
countries that were in protracted arrears to the Fund 
at the end of 1989. To :wail themselves of this 
approach, these countries must enter into medium
term rights accumulation programs by a certain dead
line, which has been extended to the spring 1996 
meeting of the lnterim Committee. A rights accumu
lation program, which shares many of the features of a 
normal Fund-supported macroeconomic stabilization 
and structural reform program, allows a country in 
protracted arrears to accumulate rights to fi.trurc draw
ings of Fund resources in accordance with a phased 
schedule, and in amounts up to the level of arrears 
outstanding at the beginning of the program. Dis
burscmcnrs are made, however, only after the clear
ance of arrears and are conditional upon satisfactory 
conclusion of the rights program and approval by the 
Fund of a successor arrangement or arrangements. 

Five of the original 11 eligible countries-Cambo
dia, Guyana, Honduras, Panama, and Viet Nam
cleared their arrears to the Fund without recourse to 
the rights approach. Three other eligible members
Peru, Sierra Leone, and Zambia-have adopted rights 
accumulation programs. Peru and Sierra Leone com
pleted their rights accumulation programs and cleared 
their arrears co the Fund in March 1993 and March 
1994, respectively. As of April 30, 1995, Zambia had 
accumulated righrs ofSDR 647 million under a rights 
accumulation program approved by the Executive 
Board in July 1992. In March 1995 the Board 

extended the expiration date of the program from 
March 31 to May 31, I 995, in order to provide more 
rime for Zambia to accumulate the remaining rights of 
SD R 186 million and to continue discussions on a 
successor SAF /ESAF arrangement. 

For the three other countries in protracted am:ars 
at the end of 1989-Liberia, Somalia, and Sudan-the 
rights approach remains available, although progress 
has been hindered by a number of factors, including 
political and security problems. 

Settlement of each of the protracted arrears cases 
that has been resolved since 1990 has depended criti
cally on international financial support-through a 
combination of loans, grants, Paris Club operations, 
and bridge financing-during the period of a rights 
accumulation or staff-monitored program, as part of 
the actual arrears clearance exercise, and during the 
subsequent post-clearance period. This has been true 
for those cases with very large financing requirements 
relative co quota (such as Peru), as well as for tl10sc 
that have cleared arrears without recourse co the rights 
approach. As was anticipated in the early discussions of 
the collaborative approach, support groups have typi
cally been led by one or two creditor countries with 
particularly strong ties to the member in arrears. Most 
recently, in December 1994 a support group con
tributed $65 million in grants to help clear Haiti's 
arrears ofSDR24.8 million to the Fund and S45 mil
lion to other multilateral institutions. 

SDR Transactions and Operations 
The SOR is an international reserve asset created by 
the Fund under the First Amendment to its Articles of 
Agreement to supplement existing reserve assets. First 
allocated in January 1970, total allocations of SDRs 
arc SDR21.4 billion. Although the bulk ofSDRs is 
held by Fund members, all of which are participants in 
the SDR Department, the asset is also held by the 
Fund's GRA and by official entities prescribed by the 
Fund to hold SDR.s. Although prescribed holders do 
not receive SOR allocations, they can acquire and use 
SDRs in transactions and operations with participants 
in tl1e SOR Department and with other prescribed 
holders under the same terms and conditions as partic
ipants. During 1994/95 the number of prescribed 
holders remained unchanged at I 5. 10 In response to a 

10Thes<: prescribed holders or SDRs arc the African Develop
ment Bank, African Development Fund, Andean Reserve Fund, 
Arab Monetary Fund, Asian Development Bank, Bank or Cen
tral African States, Bank for I nccrnational Sccdemenrs, Cenrral 
Bank of West African States, Ea~1 African Development Bank, 
Easrcrn Caribbean Central Bank, International Bank for Rernn
struction and Development, Intcrnati(lnal Development Associ
ation, lnrcrnationaJ Fund for Agricultural Development, Islamic 
Development Bank, and Nordic Investment Bank. 
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Table 41 
SDR13ASKET 
(Asof Jam,ary 1, 1991) 

Percentage 
Currency Weight 

U.S. dollar 40 
Deutsche mark 21 
Japanese yen 17 
French franc L 1 
Pound sterling 11 

Amow1tof 
Currency Units 

0.572 
0.453 

31.8 
0.800 
0.0812 

request by the Inte1im Committee in April 1994, the 
Executive Board continued to consider the issue oran 
SDR allocation and related matters during 1994/95 
(see subsection on SDRAJlocation, above). 

The SDR is the unit of account for Fund opera
tions and transactions and is also used as a unit of 
account, or the basis for a unit of account, b}1 ::i num
ber of other international and regional organizations 
and international conventions. In addition, the SDR 
has been used to denominate financial instruments 
and transactions outside the Fund by the p1iv:1te sec
tor and some governments (private SD Rs), although 
the market for p1ivate SDR instruments is still very 
limited. As of April 30, 1995, the currencies of four 
member countries of the Fund were pegged to the 
SDR. 

SDR Valuation and Inte1·est Rate Basliet 
Since January J, 1981, the value of and interest rare 
on the SD R have been determined on the basis of a 
unified basket of five currencies char is revised every 
five years. The quinquennial review of the SDR basket 
will take place during 1995, with any revisions raking 
effect on January 1, 1996. The currencies of the five 
member cmmtries of the Fund with d1e largest exports 
of goods and services during the five-year period 
1990-94 will be included in d1e basket. The review 
will also determine initial weights for d1esc currencies, 
broadJy reflecting d1cir relative importance in interna
tional trade and reserves as measured by d1e value of 
the exports of goods and services of me members issu
ing these currencies in 1990-94 and the balances of 
them held as reserves by other members of the Fund 
during the same period. 11 Table 41 shows the initial 
weights and corresponding amounts of each of the 

11sec A11n11al Rcpm·t, 1981, pages 142--43. 
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five currencies in the current SDR basket, which 
became effective on January l, l 991. 

Since January J, 1981, the rare ofinreresr on the 
SDR has been calculated as a weighted average of the 
interest rates on selected short-term instruments in the 
domestic money markers of die five countries whose 
currencies arc included in the SDR basket. 'With ctlecr 
from January 1, 1991, these interest rates arc the mar
ket yield on three-month U.S. Treasury bills, the 
thr;c-month interbank deposit rate in Germany, the 
three-month rate on treasury bills in France, the three
month rate on certificates ot~ deposit in Japan, and the 
market vicld on thrcc-monrh U.K. Treasury bills. The 
interest-rare on the SDR is adjusted weekly (sec 
Appendix II, Table ll.14). 

SDR Transfers 
The total amount ofSDR transfers nearly doubled to 
SDR 20.3 billion in 1994/95, from SDR 10.9 biUjon 
in the previous financial year, as a result ofa sharp 
increase in transfers from the GRA and transfers 
among participants and prescribed holders. Summary 
data on transfers ofSDRs by participants, the GRA, 
and prescribed holders arc presented in Table 42 (sec 
also Appendix II, Table If.12). 

Total transfers from the GRA rose substantially 
from SDR.4.4 billion in 1993/94 to SDR 7.9 billion 
in 1994/95. Members' purchases from the Fund dur
ing 1994/95 ofSDR 6.0 billion represented the 
largest category of transtcr, followed by the interest on 
and repayment of Fund borrowing (SOR 1.0 billio~1). 
The Fund's remuneration payments to members w1rh 
creditor positions, the third-largest ourflow, declined 
slighdy to SDR 0.8 billion. Acquisitions of SDRs by 
members from the GRA against payment of other 
members' currencies declined from SDR 0.2 billion to 

SDR 0.1 billjon, reflecting the larger supply of SDRs 
available through transa,tions by agreement during 
the vear. 

Transfors among participants and prescribed holders 
reached SDR 9.6 billion in 1994/95, more than dou
ble the level of the previous financial year, reflecting 
rhc record volume of transactions by agreement, which 
rose co SDR 9.0 billion in 1994/95 from SDR. 3.1 bil
lion in 1993/94. Transactions by agreement contin
ued to be facilitated by the standing arrangements to 
buv or sell SDRs established between a number of 
m~mbers and the Fund (so-,allcd two-way arrange
ments). Under d1cse arrangements, which numbered 
12 as of April 30, 1995, members stand ready to buy 
or sell SDRs for one or more freely usable currencies at 
any time, provided that their SDR holdings remain 
within certain limits. These arrangements have proved 
to be resilient in accommodating desired acquisitions 
ofSDRs and a very substantial proportion of desired 
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Table 42 
TRANSFERS OF SDRs 
(In millio11sofSDR.s) 

Finaoc.ial Years Ended 
Annual Averagesl April 30 

Total 
1/1;70- 5/1/78- 5/1/81- 5/1/83-- 5/1/87- 1/1/70-
4/30/78 4/30/81 4/30/83 4/30/87 4/30/92 1993 1994 1995 4/30/95 

Transfers among participants 
and prescribed holders 

Transactions with designation 
From own holdings 221 294 815 165 5,016 
From purchase of SD Rs from Fund 43 1,150 1,479 1,744 197 14,727 

Transactions by :1greement 439 771 1,262 3,121 6,217 5,056 3,122 8,987 69,224 
Prescribed operations 277 520 622 5,610 406 124 11,884 
F und-relatcd operations 43 224 94 436 301 2,125 
Net imerest on SDRs 42 161 259 285 425 337 121 174 5,244 

Total 744 2,377 4,092 5,878 7,685 11,097 4,085 9,586 108,220 

Transfers from participants 
to General Resources Account 

Repurchases 306 809 702 991 2,231 583 642 1,181 23,902 
Charges 259 620 1,233 2,574 1,904 1,798 1,425 1,386 30,908 
Quota payments 24 1,703 175 1,591 53 12,643 71 24 25,028 
I nteresr received on General 

Resources 
Account holdings 16 135 551 307 72 128 336 262 3,954 

Assessments l L 2 4 4 3 4 4 63 
Total 606 3,269 2,662 5,466 4,264 15,155 2,478 2,857 83,854 

Transfers from General Resources 
Account to participants 
and prescribed holders 

Purchases 208 1,474 2,227 2,554 1,326 5,769 2,676 5,970 4] ,865 
Repayments of Fund borrowings 88 86 614 1,443 350 300 862 11,620 
!merest on Fund borrowings 4 27 183 443 336 92 162 97 4,286 
1n exchange for other 

members' currencies 
Acquisitions to pay charges 3 95 896 325 699 166 99 6,373 
Acquisitions to make quota 

payments 114 341 
Reconsritution 175 33 1,555 

Remuneration 26 165 604 l ,536 1,041 922 958 815 15,966 
Other 29 7 22 17 49 73 108 51 850 

Total 442 1,911 3,217 6,059 4,520 7,905 4,370 7,894 82,857 

Total transfers 1,792 7,556 9,971 17,404 16,470 34,157 10,933 20,336 274,931 

General Resources Account 
holdings at end of period 1,371 5,445 4,335 1,960 680 7,930 6,038 1,001 1,001 

I The first column covers the period trom the creation of the SDR until the Second Amendment to die Articles of Agreement; d1c 
second column covers the period oftbe SDR allocations in the third basic period and the Seventh General Review quota increases; after 
an intervening period represented by the third column, the fourth column covers the period of the Eight.h General Review quota 
increases and before the introduction of the two-way arrangements to facilitate transactions by agreement; and the fifth column covers, 
except for the di rec most recent financial years, the period since the designation mechanism became of a precautionary nature. 
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sales of SD Rs, obviating recour~e co the designation 
mechanism. 12 In particular, such arrangements fucili· 
rated the sale of SDR 3.5 billion by Mexico from it~ 
stand-by purchase in February 1995, the largest such 
transaction in the history of the SDR Department. In 
contrast to transactiom by agreement, the lcYcl of pre
scribed operations, mainly settlements of financial 
obligations and use of SDRs in same-day loan/repay
ment mechanisms associated with members' payment 
of the reserve asset portion of their quota increases, 
declined to SDR 0.1 billion in 1994/95 from 
SDR 0.4 billion in 1993/94. Fund·related operations, 
representing use ofSDRs in connection with the SAF, 
ESAF, Trust Fund, and Supplementary Financing 
Facility Subsidy Accow1t, decreased somewhat to 
SDR 0.3 bi!Jion in 1994/95, while net interest on 
SDRs increased to SDR 0.2 billion because of higher 
holdings ofSDRs by participants and prescribed hold
ers (see Appendix II, Table ll.12). 

Transfers of SDRs from participants to tl1c GRA 
rose from SDR 2.5 billion in 1993/94 to SDR 2.9 
billion in 1994/95, reflecting increased use of SDR.o, 
ia repurchases, which doubled from SDR 0.6 billion 
in 1993/94 to SDR 1.2 billion in 1994/95. Charges 
paid in SDRs remained basically um:hanged at 
SDR 1.4 billion, while interest received by the GRA 
on its SDR holdings tell slightly. 

12Thc Fund's Articles of Agreement pro,,de for a designation 
mechanism whereby participants whose balance ofpaymcms and 
reserve positions arc deemed sufficiently strong arc obliged, or 
designated, by the Fund to provide fi-ccly usable currencies up 
to specified amounts in exchange for SDRs. In crans;Ktions with 
designation, the participant exchanging its SDR.s is rcquin:d to 

make a representation co the Fund that it bas a balance of p.ty
mcnts need to use its SDRs, and such use is not for the ~olc pur
pose of changing the composition ofirs reserves. Thcre were no 
transactions with designation in 1994/95; since late 1987, 
potential exchanges ofSDRs through the designation mecha
nism have been accommodated through \'Olunrnry rransacrion~ 
by agrccmenr with other pamcipants. 
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Pattern of SDR Holdi-n.gs 
The substantial transfers of SDRs during I 994/95 
described above resulted in a significant redistribution 
of holdings of SDRs among major groups of holders. 
As in the past, the Fund was the main driving force for 
redistribution of SD Rs, both to debtor members in 
connection with meir purchases and to creditors in the 
payment of remuneration and servicing of tl,e Fund's 
borrowing. In making transfers ofSDRs under me 
quarterly operational budgets, the Fund was guided 
by the aim of reducing its holdings of SDRs to within 
the range ofSDR 1.0-1.5 billion by the end of 
1995. 13 The substantial use of Fund resources by 
members in the latter half of 1994/95 cona·ibuted to 
reducing the Fund's holdings of SD Rs by SDR 5.0 
billion to a b·cl of SDR 1.0 billion as of April 30, 
1995. By and large, debtor members did not hold all 
the SDRs rccciYed from the Fund but sold a large pro
portion to members with two•way arrangements 
(most of which are industrial countries) in order to 
obtain freely usable currencies, or used them co meet 
financial oblig::ttions to the Fund. 

Consequently, the SD R holdings of the indusn-ial 
countries increased by SDR 4.0 billion to a leYcl of 
SDR 15.3 billion during 1994/95 (sec Appendix 11, 
Table [1.13). Because debtor members received 
slightly more SDRs from the Fund and other partici
pants th::tn they transferred, tl1e holdings of developing 
countries increased marginally to SDR4.l billion. ln 
terms of net cumulati,·e allocations, holdings of SDRs 
of the industrial countries rose sharply to 105.1 per
cent as of April 30, 1995, compared with 77.9 percent 
a year earlier, while mose of tl,e developing countries 
increased somewhat to 60.4 percent (see Appendix n, 
Table [1.13). The SDR holdings of prescribed holders 
increased to SDR 1.0 billion as of April 30, 1995, 
largely owing to the Fund's investments ofSAF and 
ESAF resources in official SDRs maintained with the 
Bank for International Settlements (BIS). 

t3Sec A111111n/ Report, 1993, pages 97 ~nd 147. 
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INTERNATIONAL RESERVES 

This appendix reviews recent developments in interna
tional reserves and liquidity th.it relate w the cvolu
tion of holdings of otltcial assets and to rhc 1.:urrency 
composition and distribution of foreign cxchange 
reserves. 

Recent Evolution of Official Reserve Assets 
During 1994 total internation:.il reserves me:.isured in 
SDR terms increased by 3.4 pcrcelll to SDR 1,052 
billion, reflecting growth in non-gold reserves that 
more than offset :.1 decline in the market value of offi
cial holdings of gold (Table 1.1). The increase in non
gold reserves resulted from a substantial rise in foreign 
exchange reserves held by developing countries and a 
more modest increase in the stocks held by industrial 
countries. The decline in the value of gold holdings 
was largely attributable to a signiiicant foll in the price 
of gold, :ilthough there w:i~ :ilso a reduction in the 
quantity held tlut continued a trend begun in l 989 
and accelerated in 1992. Although total Fund-related 
assets remained essentially unchanged in 1994, the 
composition of these assets has continued to adjust 
since late 1992, when most Fund members completed 
payment for their quota under the Ninth Gcneral 
Review. 

Non-Gold Reserves 
Total non-gold reserves increased by over 7 percent 
during 1994 to SDR 813 billion by thc end of the 
year. This rise was a continuation of a steady trend 
that has been evident since the late 1980s. Non-gold 
reserves held by developing countries have increased 
every year since the mid-1980s, although the rat..: or 
increase in 1994 was slower than in 1993, whereas thc 
stock held by indust1ial countries rost· for the second 
year in a row afi:er two years or modest decline. The 
IO percent increase in 1994 on the part of developing 
countries was significantly larger than the 5 percem 
increase or the industrial counu·ies, and developing 
countries now accounr for 47 percent of' non-gold 
reserves compared with 35 percent in 1989. The 

inncase in tht· holdings of developing co11nt1ies in 
1994 wa~ l,lrgcly attributable ro non-oil developing 
countries, primarily rhe net debtor countries without 
debt-servicing problem~, whose non-gold reserves 
increased by 26 percenc in J 994 after an increase of 25 
percent in 1993. By contrast, the net debtor couno-ies 
with debt-servicing problems decn:ased their non-gold 
n:serves by 5 percent after an increase or 21 percent in 
1993. The swck or non-gold reserYcs held by the net 
creditor countrie~ increased by 2 percent in 1994, 
about the same as in 1992 .ind I 993, whereas that 
held bv oil e'l:porting countries dcclincd by 5 percent. 

Foreign E'!!:change Rese1·11es 
foreign ex.changc reserves rose by 8 percent during 
l 994 co SDR 765 billion. Although it was below the 
JO percent rate ofincrease experienced in 1993, this 
rise was substantially above the 5 percent and 3 per
cent growth rates realized in 1991 and 1992, respec
tively. The change in the stock of foreign exchange 
reflected an SDR. 35 billion ( 10 percent:) increase in 
thc holdings of developing countries, and an SDR. 20 
billion (5 percent) increase in the holdings of indus
trial countries. The rise in the foreign t:xd1ange hold
ings of the industrial countries in 1994 wa~ com par· 
able to the increase in 1993 ati:er two years of modest 
declines. Thc increase in the holdings of developing 
countries continued the trend of accumulation of for
eign cxchange reser\'es that began in 1987 and i~ 
attributable, in part, to an intlov,: of private capital. 

Holdings of Fund-Related Reserve Assets 
Total holdings or Fund-rel.lted asset~ rcmaincd largcl)' 
unchanged in 1994 at SDR 47.5 billion, although 
there \\'a~ ,1 ch.mge in the composition of these as~ets. 
The quota increase arising fi·om the Ninth General 
Review resulted in major changes in the composition 
or Pund-rebred n:serve assets in 1992, .is most mem• 
ber~ used their holdjngs or SD Rs to pay for the rcst:n-c 
,\SSCt portion or the quota increase. Members' reserve 
positions in rhe fund, which comprise their re~crve 
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Table 1.1 
01-FIUAL HOLDl:-.:l;S OF Rl-.Sl·.RYl: ASSET'>, END 01 Yl-.AR 1989 Al'RIL 1995 1 

(111 billiom of SD Iv) 

April 
1989 1990 1991 1992 1993 1994 1995 

All countries 
Total reserve) excluding gold 

Fund-related assets 
Reserve positions in the Fund 25.5 23.7 25.9 33.9 32.8 3 l.7 33.7 
SDRs 20.5 20.4 20.6 12.9 14.6 l5.8 19.5 

Subtotal, Fund-related assets 46.0 44.l 46.4 46.8 47.4 47.5 53.2 
Foreign exchange 545.0 593.6 625.2 646.3 710. l 765.2 75L.8 

Total reserves excluding gold 590.9 637.7 671.7 693.l 757.2 812.7 804.9 
Gold2 

Quantity (millions of ounces) 940.9 938.9 937.8 929.3 912.6 909.8 900.2 
Value at London market price 287.1 254.I 23l.8 225.2 259.5 238.8 223.0 

Total reserves including gold 878.0 891.8 903.5 918.3 1,016.8 1,051.5 1,028.0 

Industrial countries 
Total resen·es excluding gold 

Fund-related as.~ets 
Resen•c positions in the Fund 19.6 20.0 22.8 29.5 28.3 27.4 29.2 
SDRs 17.7 17.6 I 7.5 10.5 l 1.5 12.5 15.3 

Subtotal, Fund-related assets 37.2 37.6 40.2 40.0 39.8 39.9 44.5 
Foreign exchange 345.0 376.5 360.4 356.8 373.7 393.9 391.4 

Total reserves excluding gold 382.2 414.l 400.7 396.7 413.4 433.8 435.9 
Gold2 

Quantity (million) of ounces) 797.8 795.8 793.7 785.2 770.8 768.0 757.l 
Value at London market price 243.4 215.4 196.2 190.3 219.2 201.6 .187.6 

Total reserves including gold 625.7 629.5 596.9 587.l 632.7 635.5 623.5 

Developing countries 
Total reserves excluding gold 

Fund-related 3)Sets 
Rcscn•c positions in the Fund 5.9 3.8 3.1 -¼.4 4.5 4.3 4.5 
SDlts 2.8 2.7 3.l 2.4 3.2 3.3 4.1 

Subtotal, Fund-related assets 8.7 6.5 6.2 6.8 7.7 7.6 8.6 
Foreign exchange 200.0 217.1 264.8 289.6 336A 371.3 360.4 

Total reserves exclucting gold 208.7 223.6 271.0 296.3 343.8 378.9 369.0 
Gold2 

Quantiry (millions of omices) 143.1 l,1-3.1 144.1 144.0 l41.7 141.7 143.1 
Value a[ London marker price 43.7 38.7 35.6 34.9 40.3 37.2 35.5 

Total reserves including gold 252.4 262.3 306.7 331.2 384.1 416.1 404.4 

Net debtors 
Total resen·es c:..cluding gold 

Fund-related assets 
Rcsen•e po)itions in the Fund 1.6 1. l 1.3 2.8 2.9 3.0 3.2 
SDRs 1.6 l.8 2.2 1.7 2.2 2.3 3.l 

Subtotal, Fund-related assets 3.2 3.0 3.5 4.5 5.1 5.3 6.4 
Foreign exchange 120.3 144.9 183.8 207.2 253.7 286.8 276.5 

Total reserves excluding gold 123.5 147.9 187.3 211.7 258.6 292.) 282.8 
Gold2 

Quantity ( millions of ounces) 112.5 112.6 113.6 113.5 111.2 111.2 112.6 
V:ilue :ir London marker price 34.3 30.5 28.1 27.5 31.6 29.2 27.9 
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Table I.I (c1mcltuicd) 

Countries without debt-servicing 
problems 

Total reserves excluding gold 
Fund-rdatcd as~cts 

1989 

Reserve posirions in the Fund 1,6 
SDRs I.I 

Subtotal, Fund-related assets 2.6 
Foreign exchange 86.4 

Total reserves excluding gold 89.0 
Gold 2 

Quantity ( millions of ounces) 
Value at London market price 

66.0 
20.1 

1990 

I. I 
1.2 
2.2 

99.5 
101.7 

63.4 
17.2 

Note: Components may nor sum co totals because of rounding. 

1991 

1.2 
1.2 
2.4 

122.6 
125.0 

64.8 
16.0 

I :-.; I l: R ~ .\ I I O ~ ,\ I. R I' '> E R \ l: <; 

1992 1993 

2.4 2.-l-
0.8 I. I 
3.1 3.6 

126.4 155.9 
129.5 159.2 

64.6 64.6 
15.7 18.4-

1994 

2.6 
1.2 
3.8 

194.4 
198.l 

64.9 
17.0 

April 
1995 

2.8 
l.o 

4.3 
194.3 
198.7 

65.6 
16.3 

Source: International Monct.uy Fund, lnu1·11nri1m11/ Fi11n11cinl Smr,srics. 
1"Fund-relatcd asset~" comprise n:scnc positioM in 1he Fund .md SOR holdings of.111 Fund member~. The entries under "Foreign 

exchange" and ~Gold" compri~e ollicial holdings ot'those Fund member, for" hid, <bta arc a\',1il.1bk and certain other countries or 
arca.s. 

20nc tror ounce equals 31.103 grams. The market price i, the afrernocm price fixed in London on che last business dJ)' of each 
period. 

tranche position and their rn.:diror position, had fallen 
by SDR 6 billion from l987 to the end of 1991 but 
subsequently rose by SDR. 8 billion in 1992. Mem
bers' holdings of SDRs, which had remained \'irtually 
unchanged from l 987 to 1991, declined by SDR. 8 
billion in 1992. This pattern of ()ffsctting change~ in 
reserve positi()nS in the Fund and SDRs was t'.vidcnt 
for both developing and industrial countries. Develop
ments in 1993 and 1994 reflected the Fund':, decision, 
adopted early in 1993, to reduce it:, own SDR hold
ings from SDR 8.6 billion at the end of L992 to 

SDR 1-1.5 billion by the end of 1995 in order ro 
replenish members' holdings and facilitate their use of 
SD Rs. In implementing this policy, the Fund reduced 
its holdings by about SDR 2 billion during 1993 and 
by SOR 1.2 billion during 1994 by providing SDlt-i to 
members in purdiases and other transfers, thus gener
ating an increase in members' SDR holdings for both 
industrial and developing countries. 

Gold 
After rising by 15 percent in 199 3, the lllarket value of 
the stock of official gold reserves declined br 8 percent 
in J 994, to SDR 239 billion. This decline appears to 
be a rerurn ro the trend that began in the late J 980s, 
which saw the value of gold reserves decrease by 43 
percent berween 1987 and 1992. Gold reserves now 
account for only 23 percent of total reserves, com
pared with 33 percent in 1989. The decline in value in 
1994 resulted primarily from an 8 percent fall in the 
SDR price of gold, but ic also rdlccted a modest 

reduction in the quantirr of gold held by members. 
The decline in the sroek of gold reserves in 199-t con
tinued rhe trend that began in rhe late l 980s; the 
quantity has declined every year since 1987. Although 
the reduction in holdings in 1994 was concentrated in 
the imlustrial countries, the distribution of the srock 
held wa~ approximately the same at the end of 1994 as 
it w,1s in 1988: 84 percent b~• industrial countriei. and 
16 percent by developing countries. 

Developmnits in the First Q;Jarter of 1995 
In thc first quarter of 1995, total imcrnational resen-es 
declined by SDR 23 billion. Thi~ was about equally 
divided between a 2 percent decline in foreign ex
change and a fall in the value of gold reserves rel,ulting 
from a decline in the price of gold. The SDR 13 bil
lion decline in foreign exchange reserves wa~ distrib
uted acrms all of the country classificarions in the 
table. During this period of declining total interna
tional rcservel,, Fund-related assets rose from 
SOR 47.5 billion to SDR 53.2 billion, with a large 
proportion of the increase reflected in members' SDR 
holdings. The sub~rnntial increase in Fund-related 
assets reflected the unprecedented ner financing pro
vided by the Fund to irs members in the first quarter 
of 1995, in particular co Mexico. 

Currency Composition of Reserves 
During the past ten years then: has been somc modest 
diversification in the cu1-renq• composition of re~crvcs. 

A :-.; N l' A L R. E P O RT I 9 9 5 159 



©International Monetary Fund. Not for Redistribution

APl'J:-.:---:DIX 

Nevertheless, there arc several important p.1.ttcrns tlut 
can be seen in Table 1.2. 1 Although the share of the 
U.S. dollar~ in total foreign exchange reserves is at 
roughly the same level in I 994 ( 57 percent) as it was 
in I 986, it has varied ~ubstantially during this period, 
reaching a low of 49 percent in J 990. The lluctua
cions in these shares have been similar for both indus
trial and developing countries, but the diversification 
of reserves tended to be more concentrated in indus
trial countries. The industrial countries' share of 
U.S. dollar-denominated reserves, which is 110\\' 51 
percent, has been around 50 percent over the past 
decade, reaching a high of almost 55 percent and a 
low of 44 percent. Over the same period, the develop· 
ing countries' share has aver.1.ged approximately 60 
percent, with a high of 66 percent and a low of 
54 percent. However, the tlui..:tu,1tions in these shares 
have occurred at different times. Since 1988, the 5hare 
of the dollar in the total reserve holdings of develop· 
ing countries has risen br IO percentage points, rnm· 
pared with a decrease of 3 percentage point~ for 
industrial countries. For industrial countries, the 1994 
shares held in the thn.:e major currern:ies (the dollar, 
deutschc mark, and Japanese yen) arc .,bout the same 
a~ they were ten years ago. By contra.st, over the same 
period there appears co bL· some tcndcni:y of increased 
holdings of pounds sterling and French frani:s Jnd 
reduced holdings of Swiss francs, Netherlands 
guilders, and, especially, European currency units 
(EC Us). 

Because of the IJrgc, although declining, share of 
the "unspei:ificd currency" component of developing 
countries' foreign exi:hange reserves, :111 aci:uratc 
assessment of the trends in their share~ is some\\ h:H 
problematic, but some important observations can be 
made based on the a\·ailablc data. 2 The share or dol-

1Thcre has been J chJnge in the pre,entauon of Table 1.2. In 
previous A11111ml Hcponr, the gold-swap componclll of cum 
pcan currency units ( ECUs) hdd at the European Monet,lC)' 
Institute ( EM!; formerly the European ~lonctar\" Coupcr.,rion 
Fund, EMCF) wa, subtr.tcted from ECU rc,crve,, amt .1II oth,-r 
ECUs were .issumed to be dollars. This d.1ssific.111011 w.15 .1ppm
priate as long as all ECU rc,ervn were the liabilitte!, of the EM!. 
Howe\'er, because of the incrt-a,ing importance of ollicial ECU 
reserves that are liabilities of the private sector-now ncarl\' one 
rhird ofECU re,cncs, ,,ccording lO the 1994 EMI A11111,n/ 
Rcpo,-t-th,s .1.ssumptton would gi"e .1 misleading estimate of 
dollar rc,nves. The t:iblc now includes ECU, as a ,ep:1r.1te cur
rency nccpc in the l:lSl column, where the dollar-swap rnmpo· 
nenr ofECU liabilities of the EM! is dassified as dollars and all 
other ECU~ arc omirtcd from the calcul.11iu11. 

1Unspecificd currencies include currencies other than those 
listed in Table 1.2 a~ well as foreign exchange re~cn c, for \I hich 
no information on currcnC) composition is J\'ailablc from the 
.:ountrv or fi-om other sources. For dc,·clopmg coumrks, the 
majority of the unspecified classification in the earlier yc.ir, rep· 
rc,cnrs a l.tek of information on currencv composinon. 
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lar~, Jcutschc mark, and yen have J.11 increased over 
the past ten years, but this may simply be the result of 
improved reporting by these countries. Although the 
dollar is unquestionably the most widely held currency 
in their portfolios, the largest pc:rcentage increase has 
been in the yen ,tnd deutsche mark, and the share of 
yen holdings in the developing rnuntries' portfolios 
(9 .0 percent) is no\\' greater than for industrial coun
tries (8.0 percent). 

In the calculation of the shares in Table 1.2, the 
SDR value ofECU of-licial reserves, which \\'ere intro· 
duccd in 1979 .rnd acrnunted for 8 percent of the 
value of total ofl-icial holdings of foreign exchange and 
14 percent for industrial countrie~ at the end of 1994, 
is treated as J separate currency. ECU official reserves 
arc in the form of claims on both the private sector 
and the European Monetary Institute (EMI). The 
EMl-bai:kcd ECU reserves .ire issued in exi:hange for 
deposits equal to 20 perccm of both gold and dollar 
rcscrn:s. These S\\'aps are renewed every three months, 
and changes in members' holdings or dollar~ and gold, 
as well as change~ in the market pril:e of gold and in 
the foreign exchange value of the dollar, affect the 
amount of ECUs outstanding. 3 Quantity changes in 
ECU lmldings depend, rhereforc, in part on the cvo· 
Jut.ion or the two components of the EJ\11( swap.4 The 
other i:omponenr or ECU foreign exchange reserves 
a.re ofl-idal claims on the private sector, usuallr in the 
form of ECU deposits :ind bonds. ECUs, which arc 
held mostly by European countries, reached 20 per· 
cent of indu,trial i:ountry reserves in the mid-1980s 
before beginning a gradu,tl decline, and since 1992 
thi~ share has fallen from 16.5 percent to just under 
14 pcm;nt. Most of the recent fall in the share;: of 
EC Us is a result of" a decline in oflicial ECU reserves 
in the limn of claims on tl,c private sector. Ir the SDR 
value of ECU swaps issued ag.1insr dollars is counted 
JS part of the dollar component or foreign exchange 
resencs (last column of Table 1.2), the o,·erall pictun: 
of tl,e trend in the cu1-rcnc~• composition of foreign 
exchange reserves is similar, although tl,c doll.1.r sh.ire 
or total ofticial ti.>rcign exchange is about 11 percent 
higher for the indusu·ial coun□-ics. 

·'111 Gtkul.11ing th<· ,.ilu<· of the gold holding, of the EM! in 
tcnm of ECU,, the ECU ,wap pncc is ~cc equal ro the lower of 
two \'Jlues: rhc avcr.tg,· of the prices recorded dail)' at rhc cwo 
London prkc lixing, during the prc\'iou, si~ caknd.1r mumh,, 
and the a\'cragc pncc .11 the two price fixings on the penultimate 
working day of the period. 

4The quarterly swaps .trc arranged ,It the end of the firM weeks 
of Januarv. April, Julv, :ind October. Changes in the numhcr of 
ECU< ouc<1a111.ling rln,, Jepcnd cm tlu- c~ch.ingc rate and the 
gold pncc on these dates, whereas clunges in chc SDR \';l(uc of 
EC.ll ht1lding, arc c.1kubccd at the SDR-EC'll exchange r,ue at 
the end ofc,Kh qu.mcr. 
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Tabk L2 
~HARE OJ ('L1RR.E~CII--.S I;'. I ff! AL ID!~:-;T!HED Off!( IA!. 1101.l)J:-;<.;~ 01- 1-ORl-.ll;~ EXCI IA~CE, 
E;'\D OF YEAR 198+-9+1 
(111 pc,·cc,1t) 

Memorandum: 
ECO-Dollar 

Swaps 
Included 

with Dollars 2 

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1994 

All countries 
U.S. dollar 55.3 56.4 55.l 54.5 51.J 49.1 50.7 55.1 56.7 57.l 63.3 
Pound sterling 2.7 2.3 2.2 2.5 2.5 3.2 3.4 3.2 3.2 3.6 3.8 
Deutsche mark 13.9 13.2 13.0 14.4 17.6 17.5 15.7 13.6 14.7 1-l-.8 15.5 
French franc 0.8 0.7 0.7 1.0 1.3 2.2 2.7 2.3 2.1 2.0 2.1 
Swiss franc 2.1 1.9 1.8 1.8 1.4 1.3 1.2 I. I 13 I. I I. I 
Netherlands guilder 0.9 l.O L.I 1.0 1.0 L.0 1.0 0.6 0.6 0.5 0.5 
Japanese yen 7.3 7.1 6.8 7.0 7.2 8.2 8.7 7.9 8.3 8.1 8.5 
ECUs 11.6 12.5 14.2 11.7 10.6 9.6 10.0 10.l 8.4 7.8 
Unspecified currencies3 5.4 4.8 5.0 6.3 7.3 7.7 6.5 6.1 4.7 4.9 5.1 

Industrial countries 
U.S. dollar 50.1 54.2 54.7 54.5 48.1 45.3 H.5 48.7 50.3 51.5 62.5 
Pound sterling 1.6 1.1 1.0 1.4 1.3 1.8 1.9 2.4 ') 1 __ ., 2.5 2.7 
Deutsche mark 16.7 14.6 14.1 15.7 20.5 20.4 18.5 15.3 17.2 16.9 18.3 
French franc 0.1 0.3 0.7 l.l 2.3 3.0 2.7 2.5 2.3 2.5 
S\\~SS franc 1.8 1.5 1.4 1.5 I. I 1.0 0.8 o.+ 0.4 0.3 0.3 
Netherlands guilder 0.9 0.9 I.I 1.0 l.l 1.2 I. I o.+ 0.4 0.3 0.3 
Japanese yen 7.6 7.2 6.3 6.4 7.5 8.9 9.7 7.6 8.1 7.7 8.4 
ECUs 20.1 19.2 19.9 16.2 15.0 13.8 15.8 16.5 14.7 14.0 
Unspecified curre11cies3 1.2 1.2 I. I 2.7 +.4 5.3 5.7 5.9 4.0 4.6 5.0 

Developing countries 
U.S. dollar 62.5 60.4 56.2 54.+ 58.4 57.7 63.+ 65.I 65.5 64.3 64.3 
Pound sterling 4.3 4.6 5.1 5.S 5.5 6.4 6.0 +.5 +.+ 5.0 5.0 
Deutsche mark 9.8 10.7 I 0.8 I 1.0 10.6 I l.1 10.8 10.9 11.3 12.3 12.3 
French franc 1.9 2.0 1.8 1.7 1.8 2.0 2.1 1.7 1.6 1.6 1.6 
S\\~ss franc 2.6 ') ~ __ ::, 2.7 2.3 2.2 2.1 2.1 2.2 2.+ 2.1 2.1 
Netherlands guilder 0.9 I.L I. I 0.9 0.8 0.7 0.8 U.9 U.8 0.7 0.7 
Japanese yen 6.8 7.0 80 8.5 6.5 6.7 7.1 8.3 8.5 8.6 8.6 
ECUs 10.2 
Unspecified currencics 4 11.3 I l.6 14.8 15.6 14.3 13.3 7.8 6.5 5.5 :;,3 5.3 

Note: Componcnrs mar nor sum w rotals hccame ofr<>unJing. 
IThc presentation of this table has changed from that 111 previous A111111fll Repons. Now the SOR rnluc of EC.Us is trcared as a scpa-

rare currency, except in the lru.t column. Only Fund member countries that report their official holdings of foreign e~diange art· indudt·d 
in this table. 

2This column is for comparison and indicates the currency composition of rcscr\CS "hen EC Us is,ucd against dollars arc assumed to 
be dollar, and all orhcr ECU, .,rt· ignored. 

3Thc residual is equal to rhe difference bcrwccn ror:il foreign exchange reserve, off'und member countries .111d rhc ,um ofrhc reserves 
held in the currencies listed in the table. 

4Thc calculations here rely ro a greater extent on Fund staff c<timatc5 than do tho,c prm iclcd for the group of industrial countries. 
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,",.Pl'E;-.!DIX I 

Tabk 1.3 
CURRENCY COi\lPOSITlON OF OFFIClAl HOLDl~GS OF FOJU-JG:S.: FXCHANGE, END Of YEAR 1988-94 1 

( /11 milliom ofSDRs) 

1988 1989 1990 1991 1992 1993 1994 

U.S. dollar 
Change in holdings 17.699 10.892 16,549 21,418 35.025 45.315 32,418 

Quantity change 5,423 5,271 36,810 23,866 22,969 43,961 55,550 
Price change 12,275 5,621 -20,261 -2,449 12,05() 1,354 -23,132 

Year-end value 239,213 250,105 266,65-. 288,072 323,097 368,412 400,829 

Pound sterling 
Change in ho)dingl> 2,355 1,227 5, I 04 1,922 -545 2,034 4,698 

Quanriry change 2,171 2,370 3,607 2,475 3,147 2,393 +,838 
Price change 184 -1,144 J ,497 -553 3,692 -359 -1-n 

Year-end ,,a)uc 11.049 12.276 17.379 19,302 18.757 20.791 25.489 

Deutsche mark 
Change in holdings 10,745 22,996 9,068 -6,1+3 -9,-H I 15,829 8,730 

Quanriry change 14,389 J 6,681 4,436 -4,183 -7,814 21,738 4,006 
Price change -3,644 6,315 4.631 -1.961 -1.597 -5,909 4.724 

Y car-end value 63,121 86,117 95,185 89,042 79,630 95,460 l 04,190 

French franc 
Change in holdings 1,217 2,398 5,438 3,146 -1,522 60 48 

Quantity chang<' 1,480 1,958 5,083 3,144 -1,339 937 --B7 
Price change -263 439 355 2 -183 -876 485 

Y car-end ,·alue 4,191 6,589 12,028 15,174 13,652 13,712 13,760 

Swiss franc 
Change in holdings 674 -921 350 -181 -357 1.595 -576 

Quantity change 1,406 -875 -323 169 -161 1,687 -1,051 
Price change -733 -46 674 -350 -196 -93 475 

Ye.1r-end value 7,731 6,810 7,161 6,980 6,622 8,217 7,641 

Netherlands guilder 
Change in holding~ -241 729 560 164 -2,249 442 -504-

Quantity change 59 397 330 240 -2,258 685 -682 
Price change -300 332 231 -76 9 -244 178 

Y car-end value 4,269 4,998 5.559 5,722 3,473 3.915 3,411 

Japanese yen 
Change in holdings 3,431 {,450 9,532 5,032 -3,282 7,320 3,-122 

Quanriry change 2,425 8,052 9,717 l,843 -5,490 2,004 454 
Price change 1,005 -3.602 -185 3,189 2,208 5.316 2,968 

Year-end ,·,ilue 30,636 35,087 44,619 4-9,651 46,369 53,689 57,111 

European currency unit 
Change in holdings -5,985 36+ 492 4,839 2,031 -4,225 218 

Quantit)' change -3,296 -J ,878 -2,107 5,739 6,306 -18 -J ,636 
Price change -2,689 2,242 2,600 -900 -4,275 --4,207 1,854 

Year-end value 51,257 51,621 52,113 56,952 58,983 54,758 54,977 

Sum of the above2 

Change in holdings 29,894 42,135 47,095 30,196 19,690 68,370 -18.543 
Quantity change 24,058 31,976 57,553 33,292 15,359 7:i,387 61,043 
Price change 5,836 10,159 -10,458 -3,096 -l,331 -5,017 -12,590 

Year-end value 411,468 453,603 500,698 530,894 550,584 618,954 667,407 
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Table T.3 (concluded) 
1988 1989 1990 1991 1992 1993 1994 

Total official holdings 3 

Change in holdings 38,375 50,753 48,631 31,654 21,073 63,734 55,153 
Year-end value 494,211 544,965 593,596 625,250 646,323 710,057 765,2 I 0 

Note: Components may nor sum to totals because of rounding. 
1The currency composition of foreign cxch,rngc is based on the Fund's currency survey and on estimates derived mainly, bur nor 

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. Quantitative changes arc derived by multiplying the changes in official holdings of each currencv from rhc· end nf 
one quarter to the next by the average ofrhe two SOR prices of that currency prevailing at the corresponding dares. This procedure con
verts the change in the quantity of national currency from own units to SDR units of account. Subtracting the SDR \'aluc of the quami
tati\'C change so derived from the quarterly change in the SDR value of foreign exchange hdd ar the end of rwo successive quarras and 
cumulating these difforences yields the effect of price changes over the years shown. 

2Each item represents the sum of the eight currencies above. 
3Indudc a residual whose currency composition could not be ascertained, as well as holdings of currencies other than those shown. 

Changes in the SDR value of foreign exchange 

reserves can be decomposed into valuation (or price) 
and quantity changes for each of the major curren· 
cies as well as the ECU. These arc shown in Table 

1.3. In 1994 total identified foreign exchange 
reserves increased by SOR 48 billion as a result of a 
positive quantitative change of SOR 61 billion that 
more than offset a valuation loss ofSDR 13 billion. 
The table sheds light on recent movements in 
reserve-holding behavior. Despite the substantial 
decline in the SOR value of the dollar in 1994 
( 6 percent), the quantity of dollar holdings increased 
even more in 1994 (15 percent) than in the previous 
year, and more in percentage terms than any other 
currency ( except for the pound sterling). As was 
shown in Table 1.2, these developments left the share 

of dollars in rota! identifiable reserves roughly 

unchanged. However, the dollar sh:1rc for developing 
countries as a whole declined, primarily because of 
valuation losses. Of the identifiable reserve curren

cies, the deutschc mark and the Japanese yen were 
the only reserve assets that experienced both quanti
tative and valuation increases in 1994. The increase 
in the deutsche mark share was attributable equaJly 
ro an increase in holdings of that currencv and to a 
substantial rise in its price. The more modest incre:isc 
in the share of Japanese yen was predominant!~• :l 

result ofan increase in the SDR price ofrhc yen. Fol
lowing a large decline in l 993, the SDR value of 
ECUs remained largely unchanged in I 994, as a 
reduction in ECU holdings was offset by an increase 
in the SD R price of the ECU. 
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FINA1 CIAL OPERATIONS AND 
TRANSACTIONS OF THE FUND 

The tables in this appendix supplement the information given in the section on the Fund's financial operations 
and policies. 

Table U.l 

ARRANGEME~rrs ,\PPRO\ 1:D OURT::---:G FlNAXCIAI. YEA.RS ENDED APRI I. 30, I %3-9;', 

Amounts Conunitted Under Arrangements 

Financial Number of Arrangements (in millions of SDRs) 

Year Stand-by EFF SAP ESAP Total Stand-by EPF SAP ESAF Total 

1953 2 2 55 55 
1954 2 2 63 63 
1955 2 2 40 40 
1956 2 2 48 48 
1957 9 9 1,162 1,162 

1958 11 11 1,044 1,044 
1959 15 15 1,057 1,057 
1960 14 14 364 364 
1961 15 15 460 460 
1962 24 24 1,633 1,633 

1963 19 19 1,531 1,531 
1964 19 19 2,160 2.160 
1965 24 24 2,159 2,159 
1966 24 24 575 575 
1967 25 25 591 591 

1968 32 32 2,352 2,352 
1969 26 26 541 541 
1970 23 23 2,381 2,381 
1971 18 18 502 502 
1972 13 13 31+ 314 

1973 13 13 322 322 
1974 15 15 1,394 1,394 
1975 l+ 14 390 390 
1976 18 2 20 1,188 284 1,472 
1977 19 20 4,680 518 5,198 

1978 18 18 1,285 1,285 
1979 l+ 4 18 508 1,093 1,600 
1980 24 4 28 2,479 797 3,277 
1981 21 11 32 5,198 5,221 10,419 
1982 19 5 24 3,106 7,908 11,014 
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Table II. l (concl11ded) 

Amotmts Committed Under Arrangements 

Financial Number of Arrangements (in millions of SDRs) 
Year Stand-by EFF SAF ESAF Total Stand-by EFF SAF ESAF Total 

1983 27 4 31 5,450 8,671 14,121 
1984 25 2 27 4,287 95 4,382 
1985 24 24 3,218 3,218 
1986 18 l9 2,123 825 2,948 
1987 22 10 32 4,118 358 4,476 

1988 14 15 30 1,702 245 670 2,617 
1989 12 4 7 24 2,956 207 427 955 4,545 
1990 16 3 3 4 26 3,249 7,627 37 415 11,328 
1991 13 2 2 3 20 2,786 2,338 15 454 5,593 
1992 21 2 5 29 5,587 2,493 2 743 8,826 

1993 l I 3 8 23 1,971 l,242 49 527 3,789 
1994 18 2 7 28 I ,381 779 27 1,170 3,357 
1995 17 3 11 31 I 3,055 2,335 1,197 16,587 
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APPENDIX II 

Table Il.2 

ARRANGE1\IENTS IN EFFECT AT END OF FINANCIAL YEARS E:--JDED APR.IL 30, 1953-95 

Amounts Committed Under Arrangements 
Number of Arrangements as of April 30 

Financial as of April 30 (in millions of SDRs) 

Year Stand-by EFF SAP ESAF Total Stand-by EFF SAF ESAF Total 

1953 2 2 55 55 
1954 3 3 I 13 I 13 
1955 3 3 I J 3 I J3 
1956 3 3 98 98 
1957 9 9 1,195 I ,195 

1958 9 9 968 968 
1959 ll 11 1,013 1,013 
1960 12 12 351 35[ 
1961 12 12 416 416 
1962 21 21 2,129 2,129 

1963 17 17 1,520 1,520 
1964 19 19 2,160 2.160 
1965 23 23 2,154 2,154 
1966 24 24 575 575 
1967 25 25 591 591 

1968 31 31 2,227 2,227 
1969 25 25 538 538 
1970 23 23 2,381 2,381 
1971 18 IS 502 502 
1972 13 13 314 314 

1973 12 12 282 282 
1974 15 15 1,394 1,394 
1975 12 12 337 337 
1976 17 2 19 1,159 284 1,443 
1977 17 3 20 4,673 802 5,475 

1978 19 3 22 5,075 802 5,877 
1979 15 5 20 1,033 1,611 2,643 
1980 22 7 29 2,340 1,463 3,803 
1981 22 15 37 5,331 5,464 10,795 
1982 23 12 35 6,296 9,910 16,206 

1983 30 9 39 9,464 15,561 25,025 
1984 30 5 35 5,448 13,121 18,569 
1985 27 3 30 3,925 7,750 11,675 
1986 24 2 26 4,076 83] 4,907 
1987 23 10 34 4,3J3 750 327 5,391 

1988 18 2 25 45 2,187 995 1,357 4,540 
1989 14 2 23 7 46 3,054 1,032 1,566 955 6,608 
1990 19 4 17 11 51 3,597 7,834 1,110 1,370 13,911 
1991 14 5 12 14 45 2.703 9,597 539 1,813 14,652 
1992 22 7 8 16 53 4,833 12,159 IOI 2, l 11 19,203 

1993 15 6 4 20 45 4,490 8,569 83 2,137 15,279 
1994 16 6 3 22 47 1,131 4,504 80 2,713 8,428 
1995 19 9 27 56 13,190 6,840 49 3,306 23,385 
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Table 11.3 
STAND-BY AR.RA,'IGEJ\lE:--.ITS IN EFFECT DURING flNA.'IClAL YEAR ENDED APRIL 30, 1995 
(!11 milli11m of SD Rs) 

Undisburscd BaJancc 
Arrangement Dates Amounts Approved 

Effective Expiration Through At date of 
Member date date April 30, 1994 In 1994/95 termination 

Alg.:ria 05/27/94 05/26/95 457 
Bulgaria 1 04/11/94 03/31/95 70 70 23 
Cameroon 03/14/94 09/13/95 81 
Central African Rep. 03/28/94 03/27/95 16 6 
Chad 03/23/94 03/22/95 17 6 

Congo 05/27/94 05/26/95 23 
Croatia 10/14/94 04/13/96 65 
Ecuador2 05/11/94 03/31/96 174 
El Sal\'ador 3 05/10/93 12/31/94 47 47 
Estonia 10/27/93 03/26/95 12 

Estonia 04/11/95 07/10/96 14 
Gabon 03/30/94 03/29/95 39 
Haiti 03/08/95 03/07/96 20 
Hungary 09/15/93 12/14/94 340 283 
Kazakhstan" 01/26/94 05/31/95 124 

Latvia 12/15/93 03/14/95 23 14 
Latvia 04/21/95 05/20/96 27 
Lcsotho 09/23/94 09/22/95 8 
Lithuania 5 10/22/93 10/24/94 26 21 
Malawi 11/16/94 06/30/95 15 

Mcxico6 02/01/95 08/15/96 5,260 
Moldo\'a 12/17/93 03/16/95 52 
Moldova 03/22/95 03/21/96 59 
Niger 03/04/94 03/03/95 19 7 
Panama 7 02/24/92 09/23/94 74 20 

Poland8 08/05/94 03/04/96 693 
Romania 05/11/94 12/10/95 132 
Russia 04/11/95 04/10/96 4,313 
Scncgal 9 03/02/94 08/29/94 48 17 
Slovak Republic 07/22/94 03/21/96 116 

TurkcylO 07 /08/94 03/07/96 611 
Ukraine 04/07/95 04/06/96 997 
Vier Namll 10/06/93 11/1 J/94 145 36 --
Total 1,131 13,055 480 

1Augmcntation in support of debt- and debt-service-reduction operations (DDSR) approved in 1994/95. 
2lndudcs augmentation ofSDR 44 million for DDS!~ 
3£xtcndcd from March 9, 1994. 
4Extcndcd from January 25, 1995. 
5Cancclcd prior to original expiration date of March 21. 1995: replaced by extended arrangement. 

Of current 
arrangements 

at April 30, 1995 

72 

59 

11 
52 
75 

14 

5 

50 

27 
8 

2 

52 

410 
75 

3,594 

84 

300 
917 

5,808 

6Arrangcmcnt approved is for amoum ofup to SDR 12,070 million. Following review, initial amount ofSDR 5,260 million could 
be augmented by up to SOR 6,810 milJjon ($10 billion) lO the C)(tcnt that contributions of governments/central banks full shon of 
S10 billion. 

7Extcnded from December 23, I 993. 
8 l ncludcs augmentation ofSDR 148 million for DDSR. 
9Cancckd prior ro original expiration date of March I, 1995; replaced b)' ESAF arrangement. 
10Increascd from SOR 509 million, and extended from September 7, 1995. 
11Cancdcd prior LO original expiration date of December 31, 1994; replaced by ESAF arrangcmrnt. 
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APl'E'-IDIX II 

Table H.4 
EXTENDED FUND rACJLITY ARRANGE/1I ENT"i 1:,..: J-=FFECT DLJRJ:-.:G FINANCIAL YEAR ENDED 
APRJL 30, 1995 
(In millions of SD Rs) 

Undisbursed 
Arrangement Dates Amow1ts Approved Balance of Current 

Effective Expiration Th.rough Arrangements 
Member date date April 30, 1994 ln 1994/95 at April 30, 1995 

Argenrinal 03/31/92 03/30/96 2,483 1,537 769 
Egypt 09/20/93 09/19/96 400 400 
Jamaica 12/11/92 12/10/95 109 22 
Jordan2 05/25/94 05/24/97 189 113 
Lithuania 10/24/94 10/23/97 135 ll4 

Pakistan 02/22/94 02/21/97 379 256 
Peru 03/18/93 03/17/96 1,018 375 
Philippines 06/24/94 06/23/97 475 438 
Zimbabwe 09/11/92 09/10/95 115 28 
Total 4,504 2,335 2,515 

I Amounts approved include augmentation for interest support of SOR 334 million and fourth year of SOR 1,537 million approved in 
1994/95. 

2Amoum approved includes increases of SOR 25 million and SDR 37 million. 
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Table 11.5 
ARRANGEJ\IENTS UNDER THE 5TRL 1CTUR.AL ADJ UST1\IENT FAClLITY THROl 1GH FINAl'-JC:lAL YFAR 
ENDED APIUL 30, 1995 
( flt milliom of SD Ju) 

Date of 
Member ApprovaJ 

Bangladesh 02/06/87 
Benin 06/16/89 
Bolivia 12/15/86 
Burkina Faso 03/13/91 
Burundi 08/08/86 

Ccnml African Republic 06/01/87 
Chad 10/30/87 
Comoros 06/2L/9l 
Dominica 11/26/86 
Equarorial Guinea 12/07 /88 

Ethiopia 10/28/92 
Gambia, The 09/17 /86 
Ghana 11/06/87 
Guinea 07/29/87 
Guinea-Bissau 10/14/87 

Haiti 12/17/86 
Kenya 02/01/88 
Lao People', 

Democratic Republic 09/18/89 
Lesotho 06/29/88 
Madagascar 08/31/87 

Mali 08/05/88 
Mauritania 09/22/86 
1\llozambiquc 06/08/87 
Nepal 10/14/87 
Niger JJ/17/86 

Pakistan 12/28/88 
Rwanda 04/24/91 
Sao Tome and Principe 06/02/89 
Senegal 11/10/86 
Sierra Leone 11/14/86 

Sierra Leone 03/28/94 
Somalia 06/29/87 
Sri Lanka 03/09/88 
Tanzania 10/30/87 
Togo 03/16/88 

Uganda 06/15/87 
ZaYrc 05/15/87 
TotaJ 

lUndisburscd balance ofSAf arrangement converted ro ESAf' arrangement. 

Amounts Approved 
and Disbursed 

Through 
April 30, 1995 

201 
16 
18 
6 

30 

21 
21 
2 
3 
9 

49 
9 

41 
29 
4 

9 
28 

21 
11 
13 

25 
17 
43 
26 
17 

382 
9 
1 

43 
12 

27 
9 

156 
75 
8 

50 
146 

1,585 

U uclisbursed 
Balance 

at Expiration/ 
Replacement 

61 
451 

161 

31 
1021 

12 
2 

22 
711 

331 

22 
2 

171 

29 

22 

191 

201 

58 
530 
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Table 11.6 
ARRANGEMENTS UNDER THE ENHANCED STRUCTURAL ADfU"TMENT fr\CIL!TY 
THROUGH FINA..~CIAL YEAR ENDED APRIL 30, 1995 
(/11 milliou.s ofSDRr) 

Uudisbursed 
Arrangement Datesl Approved Disbllrsements Balance of Current 

Date of Date of Through Approved Through Arrangements 
Member approval expiration April 30, 1994 in 1994/95 April 30, 19952 at April 30, 1995 

Albania 07/14/93 07/13/96 42 24 18 
Bangladcsh3 08/10/90 09/13/93 345 345 
Benin3 01/25/93 01/24/96 52 34 18 
Bolivia3 07/27 /88 05/31/94 163 163 
Rolivi:i 12/19/94 12/18/97 IOI 17 84 

Burkina Faso 03/31/93 03/30/96 49 27 22 
Burundi4 11/13/91 J 1/12/94 43 19 
Cambodia 05/06/94 05/05/97 84 28 56 
Cote d'Ivoire 03/11/94 03/10/97 333 I 19 214 
Equatorial Guinea 02/03/93 02/02/96 13 5 8 

Gambia, The I 1/23/88 11/25/91 21 21 
Ghana3 11/09/88 03/05/92 389 389 
Guinea 11/06/91 11/05/96 58 26 32 
Guinea-Bissau 01/18/95 01/17 /98 9 2 8 
Guyana 3 07 /13/90 12/20/93 82 82 

Guyana 07/20/94 07/19/97 54 9 45 
Honduras 07/24/92 07/24/97 41 7 24 24 
Kenya3,5 05/15/89 12/21/94 261 261 
Kyrgyz Republic 07/20/94 07/19/97 71 24 47 
Lao People's 

Democratic 
Republic 06/04/93 06/03/96 35 18 18 

Lesotho 05/22/91 08/01/94 18 18 
Madagascar 4 05/15/89 05/14/92 77 51 
Malawi3 07 /15/88 03/31/94 67 67 
Maii3 08/28/92 03/31/96 79 65 15 
Mauritania5 05/24/89 01/25/95 51 51 

Mauritania 01/25/95 01/24/98 43 7 36 
Mongolia 06/25/93 06/24/96 41 24 17 
Mozambiquc3 06/01/90 06/14/95 101 29 115 15 
Nepal 10/05/92 10/04/95 34 17 17 
Nicaragua 06/24/94 06/23/97 120 20 JOO 

Niger 4 12/12/88 12/11/91 47 24 
Pakistan 02/22/94 02/21/97 607 202 404 
Senegal l l/21/88 06/02/92 145 145 
Senegal 08/29/94 08/28/97 131 17 114 
Sierra Leone 03/28/94 03/27/97 89 69 20 

Sri Lanka 09/13/91 07/31/95 336 280 56 
Tanzania 4 07/29/91 07/28/94 182 86 
Togo 4 05/31/89 05/19/93 46 38 
Togo 09/16/94 09/15/97 65 11 54 
Uganda 3 04/17/89 06/30/94 219 219 
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Table IJ.6 (conc/11rlcd) 

Member 

Uganda 
Viet Nam 
Zimbabwe 

Total 

Arrangement Dates 1 

Date of Date of 
approval 

09/06/94 
11/11/94 
09/11/92 

expiration 

09/05/97 
11/10/97 
09/10/95 

Approved 
Tlu-ough 

April 30, 1994 

20 I 

4,265 

Disbw-scmcnts 
Approved Through 

in 1994/95 April 30, 19952 

121 33 
362 60 

152 

1,197 3,404 

1 Expiration date is for three-year arrangement, or of third or founh annual arrangcmcm, if applicJble. 

Undisbu.rscd 
Balance of Current 

Arrangements 
at April 30, 1995 

87 
302 

49 

1,880 

2ESAF Trust portion of SDR 2,986 million linanced with drawings under the following ESAF borru\\'ing agreements: fapon-lmpon 
Bank of Japan (SDR 1,041 million); Cai~s~ Fran~aisc de Dc\'doppcmcm-Francc (SDR 610 million); Krcditanstalt fiir \Vicdc:raulbau
Gcm1any (SOR 399 million); Rank of Spain (SOR 216 million); the S"'iss Confcdcranon (SDR 200 million); Ufficio lraliano dci Cambi 
(SDR 198 million); Canada (SOR I 51 million); Bank of ~orway (SDR 67 milliunJ: and Bank of Korea (SDR 55 million). Drawings 
were also made under the .issociatcd borrowing agrccmcnr with the Saudi Fund for Development (SDR 50 million). 

3Commim1enr amount wa, incrc.1.Scd. 
4The three-year arrangement expired with paniJI disburs1:mencs. The total undisbursed amoum for expired .1rrangcmcnts \I ith 

Burundi, Madagascar, Niger, Tannnia, and Togo is SOR I 77 millinn. 
5The arrangement expired with an undisbursed b,,lance fr,r which a succe~or .1rrangcnient was appro\'ed. 
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APPl-~DIX IT 

Table 11.7 
SL11\L\IARY OF DlSBURSEi\!ENTS, REPL'RCHASES, A~D IU:.P:\YME~TS, 
FINA.i"\JCIAL YEARS ENDED AI'Rll 30, 19-1-8-95 
(111 milliomofSDRs) 

Disbursements Repurchases and Repayments Tota.I Fund 
Financial Trust Fund SAF ESAF TrustFw1d SAF/ESAF Credit 

Year Purchases 1 loans Joans loaos 2 Total Repurchases repayments repayments Total Outstanding 

1948 606 606 134 
1949 119 119 193 
1950 52 52 24 24 204 
1951 28 28 19 19 176 
1952 46 -1-6 37 37 214 

1953 66 66 185 185 178 
1954 231 231 145 145 132 
1955 49 49 276 276 55 
1956 39 39 272 272 72 
1957 1,114 1,114 75 75 611 

1958 666 666 87 87 l,027 
1959 264 264 537 537 898 
1960 166 166 522 S22 330 
1961 577 577 659 659 552 
1962 2,243 2,243 1,260 1,260 1,023 

1963 580 580 807 807 1,059 
1964 626 626 380 380 952 
1965 1,897 1,897 517 517 l,480 
1966 2,817 2,817 406 406 3,039 
1967 1,061 1,061 340 340 2,945 

1968 1,348 1,348 1,116 1,116 2,463 
1969 2,839 2,839 1,542 1,542 3,299 
1970 2,996 2,996 1,671 1,671 4,020 
1971 I ,167 1,167 1,657 1,657 2,556 
1972 2,028 2,028 3,122 3,122 840 

1973 1,175 1,175 5-1-0 540 998 
1974 1,058 1,058 672 672 1,085 
1975 5,102 5,102 518 518 4,869 
1976 6,591 6,591 960 960 9,760 
1977 4,910 32 -1-,942 868 868 13,687 

1978 2,503 268 2,771 4,485 4,485 12,366 
1979 3,720 670 -1-,390 4,859 4,859 9,843 
1980 2,433 962 3,395 3,776 3,776 9,967 
1981 4,860 1,060 5,920 2,853 2,853 12,536 
1982 8,041 8,041 2,010 2,010 17,793 

1983 I I ,392 l I ,392 1,555 18 1,574 26,563 
1984 11,518 I 1,518 2,018 111 2,129 34,603 
1985 6,289 6,289 2,730 212 2,943 37,622 
1986 4,101 4,101 4,289 413 4,702 36,877 
1987 3,685 139 3,824 6,169 579 6,749 33,443 

1988 4,153 -1-45 4,597 7,93S 528 8,463 29,543 
1989 2,541 290 264 3,095 6,258 447 6,705 25,520 
1990 4,503 419 408 5,329 6,042 356 6,398 24,388 
1991 6,955 84 491 7,530 5,440 168 5,608 25,603 
1992 5,308 125 483 5,916 4,768 4,770 26,736 

1993 8,465 20 573 9,058 4,083 36 4,119 28,496 
1994 5,325 so 612 5,987 4,348 52 112 4,513 29,889 
1995 10,615 14 573 I 1,202 3,984 4 244 4,231 36,837 

I Purchases include reserve rranchc purcha,c,. 
1 ESAF loans include SDR 418 million of SAF resources disbur.,cd under ESAF arrangements. 
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Table 11.8 
PURCHASES FROM THE FUND, flNAi'lCIAL YEAR ENDED APR.JI 30, 1995 
(in milliom 11[ SDR.s) 

Compensatory Systemic 
Reserve Stand-By/ Extended and Contingency Transformation Total 

Member Tranche Credit Tranche Fund Facility Financing Facility Facility Purchases 

Algeria 385 274 660 
Argentina 1,325 1,325 
Armenia 17 17 
Azerbaijan 29 29 
Belarus 70 70 

Bulgaria 93 93 
Congo l 3 13 
Croatia I 3 131 1-H 
Ecuador 99 99 
Eritrea 3 3 

Estonia 9 12 21 
Gabon 33 33 
Georgia 28 28 
Haiti 4 15 19 
Jamaica 32 32 

Jordan 76 76 
Kazakhstan 62 62 
Lan~a 9 23 32 
Lebanon 17 17 
Lithuania 21 21 

Malawi 13 13 
Mexico 5,260 5,260 
Moldova 54 12 66 
Pakistan 85 8~ :, 

Philippines 37 37 

Poland 283 283 
Romania 57 189 24:i 
Russia 719 719 
Slovak Republic 32 64 97 
Turkey 311 311 

Ukraine 80 499 ;;79 
Uzbekistan 50 50 
Viet Nam 48 12 60 
Zimbabwe 19 19 ---
Total 24 7,587 1,595 287 1,123 10,615 
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Al'l'l-,NDIX II 

Table 11.9 
REPURCHASES FRO,\! THE HJND, FI:--:ANCIAL YEAR ENDED APRJL 30, 1995 
(bi millio11sof SDfu) 

Stand-By/ Extended Compensatory and 
Credit Fund Contingency Financing 

Member Tranche Facility Facility 

Algeria 66 39 
Argentina 313 
Brazil 62 
Bulgaria 77 
Cameroon 3 

Chile 29 99 
Congo 2 
Costa Rica 11 17 
Cote d'Ivoire 46 12 
Croatia 6 

Czech Republic 1 403 236 
Dominican Republic 11 
Ecuador 17 
Egypt 28 
Gabon 15 
Ghana 6 21 
Gurana 16 
Haiti 2 15 
Honduras 14 
Hungary 64 68 

India 77 110 
Jamaica 47 16 
Jordan 5 8 
Macedonia, former 

Yugoslav Republic of l 
Madagascar 4 

Malawi 
Mali 4 
Mexico 100 591 57 
Mongolia 3 
Morocco 97 

Nicaragua 4 
Niger 2 
Pakistan JO 15 
Papua New Guinea 16 
Philippines 45 39 139 
Poland3 214 77 163 
Romania 112 47 
Senegal I 
Slovak Republic 41 56 
Slovenia 4 

Sudan 4 6 
Togo 2 
Trinidad and Tobago 46 
Uruguay 5 
Venezuela 112 

Za'ire 3 
Zambia 5 2 
Total 1,956 L,007 1,022 

1Composed oflwo volumar)' advance rcpurchas~ ofSDR 303 million and SDR 336 million. 
2Scttlcmcnt of overdue repurchases of SOR 15 million. 
3fndudcs voluntary advanc~ rcpurch:i.\~ of SOR 225 million. 
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Total 
Repurchases 

106 
313 
62 
77 

3 

127 
2 

28 
59 

6 

639 
11 
17 
28 
15 
27 
16 
15 
14 

132 

187 
62 
13 

1 
4 

I 
4 

748 
3 

97 

4 
2 

25 
16 

223 

453 
159 

I 
97 

4 

9 
2 

46 
5 

112 

3 
7 

3,984 
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Table II.10 

OUTSTANDJNG FUND CREDIT BY F.i\Cll.lTY AND POI KY, AT END OF Fl:'\Ai'.:CIAL YEARS 
ENDED APRJL 30, 1989-95 
(Ill millions of SDRs rmd percent of total) 

1989 1990 1991 1992 1993 1994 1995 

Millions of SDR.s 

Stand-by arrangcments 1 11,949 9,993 9,323 9,469 10,578 9,485 15,117 
Extended arrangements 8,063 8,282 8,440 8,641 9,849 9,566 10,155 
Compensarory and contingenc)' 

financing facility 3,689 3,823 5,142 5,322 4,208 3,756 3,021 
Systemic transformation facility 2,725 3,848 

Subtotal (GRA) 23,700 22,098 22,906 23,432 24,635 25,532 32,140 

SAF arrangements 874 1,293 1,377 1,500 1,484 1,440 1,277 
ESAF arrangemenrs2 264 672 1,163 1,646 2,219 2,812 3,318 
Trust Fund 682 326 158 158 158 105 102 --- ---
Total 25,520 24,388 25,603 26,736 28,496 29,889 36,837 

Ptrcmt of tom! 

Stand-by arrangements 1 .J-6.8 41.0 36.4 35 . .J- 37.1 31.7 41.0 
Extended arrangements 31.6 34.0 33.0 32.3 34.6 32.0 27.6 
Compensatory and rnmingcncy 

financing facility 14.5 15.7 20.1 l9.9 14.8 12.6 8.2 
Systemic transformation facility 9.1 10.4 ---
Subtotal (GRA) 92.9 90.6 89.5 87.6 86.5 85.4 87.2 

SAF arrangements 3.4 5.3 5.4 5.6 5.2 4.8 3.5 
ESAF arrangcmcnts 2 1.0 2.8 4.5 6.2 7.8 9.4 9.0 
Trust Fund 2.7 1.3 0.6 0.6 0.6 0.4 0.3 

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

1 Includes outstanding first credit tranche and emergency purchase,. 
2 Includes oumanding associated loans from the Saudi Fund for Dcvclopmcnr. 
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Al'PE:--DJX II 

Table II.11 
ENHANCED STRUCTURALAl)IUSTMENT rACILITY, ESTIMATED ,.AI.Uf. Or CONTRJBUTIONS 
(COMMITMENTS AS 01- Af)RIL 30, 1995) 
(1" 111i/tio11sofSDRs) 

Subsidies (Grant or Grant Equivalent) 1 Loaru 2 

Prior to After Prior to After 
Contributor enlargement cnlargement3 Total enlargement cnlargement:3 

Argcnti11a 29 29 
Australia 12 12 
Austria (-!-2) (23) (65) 
Bangladesh I I 
Belgium (84) (46) ( 130) 

BotS\\3113 (3) (3) 
Canada ( 136) 58 ( 194) 300 200 
Chile (S) (S) 

China 12 12 100 
Colombia 6 6 

Czech Republic 11 11 
Denmark -!-8 26 74 
Egypt 11 11 100 
Finl,u1d 40 40 
France (294) (250) (544) 800 750 

Germany 187 187 700 700 
Greece (24) ( 15) (39) 
Iceland 3 4 
India 9 9 
Indonesia (5) (5) 

Iran, Islamic Republic of (2) (2) 
Ireland 7 7 
ltJly ( 154) 42 (196) 370 210 
Japan 429 250 679 2,200 2,150 
Korea (49) 8 (57) 65 28 

Luxembourg 5 10 15 
1'vlalay~ia (34) ( 16) (50) 
Malta ( I l ( I ) (2) 
Mexico 34 34 
Morocco 7 7 

Netherlands 78 54 132 
Norway 28 13 41 90 60 
Pakist.111 (4) (4) 
Portugal (6) (6) 
Singapore (23) I I 6) (39) 

Spain (32) (32) 216 67 
Sweden 125 45 170 
Switzerland (63) 41 ( 104) 200 152 
Thailand ( 13) { 17) (30) 
TUJ1isia (2) (2) 
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Table Il.l l (concluded) 

Contributor 

Turkey 
United Kingdom 
United States 
Urugua)' 
Other 

Saudi Arabia 

Subtotal (bilateral) 

OPEC Fund 
SDA7 
Total 

Subsiwcs (Grant or Grant Equivalcnt) 1 

Prior to After 
enlargement enlargement3 Total 

9 9 
335 74 409 
123 64 187 

(2) (2) 
( 16) ( 16} 

~) (84) 

2,385 5 1,291 3,676 

564 564 --
2,385 5 1,855 4,240 

Prior to 
enlargement 

2001 

5,141 

5,141 

Loans 2 

After 
cnJargement3 

4,517 

326 

-!,548 

1Whcre shown in parentheses, the gram clement ha~ been calculated on the basis oflhc loan amount indicated and was 1101 specified 
by the contributing country. These gram clement!> reflect the undiscountcd amounts necessary lO be paid "as needed" to achic,•c ,ln 
cftcctivc lending rate of0.5 percent, based on ,1crual interest rares through April 1995 and an assumed average interest rate of6.0 per· 
cent thereafter on loans to the ESAF Tru~L Loan Accounr. The amounts reported for orhcr grant conuibutions arc based on the "as 
needed" contribution amount that would have the same prcsem value as the resources committed. Grants committed in local currency 
are valued at April 28, 1995 exchange rates. 

2Loan contributions arc provided either at concessional interest rate, or on the basi~ of weighted a,·er,1gcs of market interest rates in 
the five currencies comprising the SOR basket. 

3Somc of the contributions listed arc subject ro parliamentary ,tpprO\.il or wmplction of other intcmal procedures. A fc\\ contribu-
tions arc to be confirmed. 

➔Corresponds co d1e associated borrowing agreement with the Saudi Fund for Devdopment (SFD). 
5Thc sum of individual contributions has been adjusted downward to take into accoum additional loan costs. 
6Thc SDR cqui,·alcnt of S50 million valued at the exchange rate of April 28, 1995. 
7Special Disbursement Account. 
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> Table Il.12 ► 

z SUMMARY OF TRANSACTIONS AND OPERATIONS IN SD Rs, FINANCIAL YEAR ENDED APRIL 30, 1995 '"" z '"" 
C 

( Ju tl1011sn11ds of SD Rs) tn 

> 'Z 

::- 0 

:;::i Receipts Transfers Interest, Positions as at April 30, 1995 
X 

Receipts from Transfers to from the to the Charges, Holdings as m ._, Total Participants and Participants and General General and Net pcrce11t of 
0 Holdings Prescribed Holders Prescribed Holders Resources Resources Assessment cumulative cumulative 
;,:, Member April 30, 1994 Designated Other Designated Other Account Account (Net) Holdings allocations allocations 
--i 

'° 
Participants 

'° 
Afihanisran, 

Ul Islamic 51.uc of 1,757 -1,115 642 26,703 2.4 
AlbamJ 164 450 51 350 702 4 215 
Algeria 3,255 28,400 212,518 335,039 127,992 -5,087 21,097 128.640 16.4 
Angola 100 4 105 
Antigua and Barbuda 4 4 

Argcntin,1 370,168 282,267 688.715 181,267 2,043 597,393 318,370 187.6 
Arn1cnia 46S 20S I 261 
Amtralia 57,431 7.463 -18,334 46,560 .J-70,S45 9.9 
Austri.1 I 02,294 295,665 274,236 11,167 -1,344 133,546 179.045 7.J-.6 
Azcrlwj,m 500 l.J-6 354 

BahamJ,, The 96 315 47 -+l-9 9 10.230 0.1 
lhhr,1i11 10,825 49 206 11,079 6,200 178.7 
lhngladcsh I 0,:i8 I 70,000 40,862 242 -1,363 38,597 47,120 81.9 
B:1rbado~ 581 2,417 28 1.970 -345 711 8,039 8.8 
lklaru~ 2,383 3,758 4,099 56 2,098 

Belgium +4,351 280.898 14,329 -16,446 323,133 .J-85,246 66.6 
Bditc 306 77 15 398 
Benin 117 55() ---411 256 9,409 2.7 
Bhumn 38~ 13 17 413 
Bolivia 19,983 30,605 23,596 71 -159 2(,,904 26,703 100.8 

Bosni.1 .md Hcrzcgo\'lna 1 20,481 
Bot,\\ an,1 24,349 547 898 25,794 4,3S9 591.7 
Brat.ii 3,786 13,000 12,480 8,570 -15,719 4,975 358,670 1.4 
Bulg,1ria 45,336 53,500 I 1,819 109,022 894 2,527 
Burkin.1 Faso 5,570 145 -170 5,545 9,409 58.9 

Burundi 385 340 43 -592 175 13,697 1.3 
C.11nbodia 11,296 35 4 334 -191 I 0,740 15,417 69.7 
(:~llllCf()Ol1 398 2,478 65 1,542 -1,070 328 24,463 1.3 
Canalfa 776,650 109.900 13,324 -41 899,832 779,290 J 15.5 
Cape Verde 15 50 -26 39 620 6.3 



©International Monetary Fund. Not for Redistribution

Central Afiican Republic 392 915 264 26 492 --407 170 9,325 LS 
Chad 304 766 58 7 477 -410 131 9,409 1.4 
Chile 5,669 17,300 614 13,603 -5.264 4,716 121,92-1 3.9 
Chin.i 356,280 1,000 13,628 5,482 374,389 236,800 158.l 
Colombia 115,178 1,631 44 l 16,853 J 14,271 102.3 

Comoros 62 10 2 -29 25 716 3.5 
Congo 176 1,049 12,500 12,5-B 710 -424 134 9,719 l.4 
Costa Rica l,044 3,650 88 2,796 -1,029 957 23,726 ·l.O 
Core d'frnirc 2,363 8,000 263 6,951 -1.621 2,054 37,828 5.-1 
Lroacia 1 845 71,900 25,000 30,129 8,981 -1,853 67,0-l0 44,205 15 l.7 

c,prus 22-1 100 683 -S-19 158 l 9,438 0.8 
C1c:ch Republic 11,320 135,000 2,901 427 1-1-4,02-1 257 79 
Denmark 74,393 119,883 87,073 8,552 -3,809 111,9+6 178,86-1 62.6 
D1ibouti 141 -46 95 1,178 8.1 
Dominica 10 586 570 9 -25 10 592 1.7 

-r 
Dominican Republic 8,-125 396 168 7.190 -1.140 659 31.585 2.1 
Ecuador 1,616 22,500 98,900 99,573 20,574 -1,366 2,849 32.929 8.7 z 
Egypc 57.772 20,000 433 8,358 -3,-169 66,377 135.924 48.8 > 

z 
El Salndor 253 1,225 78 76 -1,094 385 24,985 1.5 
Equatorial Gumea 189 140 5 -251 82 5.812 IA 

> 
Entrca 2,703 2,703 2,703 1,703 
Estonia 41,447 175 50,985 11,681 2,441 1,172 1,049 
Ethiopia 203 +oo 25 -483 145 11,160 1.3 -= Fiji 7,203 245 14 7 ,-t62 6,958 107.2 ,-

Finland 84,602 281,548 176,886 5,625 -970 193,918 142,690 135.9 ;::; 

Fr:mce 241,336 335,000 -15,821 -36,725 585,+31 1,079,870 54.2 
> 
-: 

Gabon 5-10 1,865 l,576 2,948 -6ll 421 14,091 3.0 
Ga .. mbrn, The 589 3,339 2,865 6 -202 867 5,121 16.9 
Georgia 1,750 332 9 1,427 z 

> ✓ 

z Gemun)' 715,123 500,000 86,956 -20,804 1,281 ,27-1 1,210,760 105.8 
.,.,. 

z Ghana 21,556 58,513 32,580 184 32,520 -2,489 12,664 62,983 20.l z 
C Greece 511 2,000 2,865 -4,542 835 103,544 0.8 
> Grenada 50 -rn 10 930 l.l 
r Guatemala J 1,861 29 -711 11,179 17,678 +0.4 

-: 
-;;:: 

? Guinea 7,.241 6.01 I 12 -523 720 17,604 4.1 ► 
rr. z ...,, Guinea-Bissau 13 56 -53 ]6 1,212 1.3 

(/". 

0 Guyana 186 19,520 426 555 17,823 -620 1,392 J.!,530 9.6 .,.,. 
,;:, Haiti 5,490 4,150 9,627 7,522 -2,740 705 13,697 5.1 
--l Honduras 100 5,352 34 64 3,532 -S26 1,124 19,057 5.9 -: 

Hung.if) I 1.051 44,000 1,252 44,588 200 ll.916 8 
"' ..c, z 
en .r 

--'-l 
'O 
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> Table JJ.12 (conti1111ed) .,-

z -:: 

z -:; 

C Receipts Transfers Interest, Positions as at Aeril 30, I 995 .,.. 
Receipts from Transfers to from the to the Charges, Holdings as % > 

:- Total Participants and Participants and General General and Net percent of ::; 
Holdings Prescribed Holders Prescribed Holders Resources Resources Assessment cumulative cumuJative 

? Member April 30, 1994 Designated Other Designated Other Account Account (Net) Holdings allocations aUoeations 
/ 

:.-
-:; 

C Iceland 159 585 170 -718 195 16,409 1.2 
;;, India 76,369 357.000 3.528 343,446 -28,318 65,135 681.170 9.6 

Indonesia 2,402 5,100 5,332 -10,475 2,359 238,956 1.0 
Iran. Islamic 

-c Republic of 103,407 1,000 4 -o,333 96,078 24-L056 39.4 
-c Iraq 68,464 
:.n 

Ireland 97,676 4,478 522 J 02,677 87,263 I 17.7 
Israel 3,389 I 5,000 131 9,553 -4,613 4~353 106,360 4.1 
lralv 108,488 9,815 41,893 44,048 -26,409 94,049 702,400 13.4 
Jamaica ;;,648 14,400 7,461 14,788 -1,685 11,037 40,613 27.2 
Japan 1,198,341 500,000 231,000 979,113 16,786 2.463,240 891,690 276.2 

Jordan 14,192 13,826 22,898 244 4,425 -470 470 16.887 2.8 
Kazakhstan 12,692 62,103 8,215 940 67,521 
Kenya 1,133 11,947 11,014 104 -1,590 579 36.990 1.6 
Kiribati 7 7 
Korea 44,565 11,909 -1,077 55,397 72,911 76.0 

Kuw.lic 50.524 4,978 1,140 56,641 26,744 211.8 
Kyrg)'7 Republic 1.630 15,510 20 42 2,346 42 14,859 
Lao People's 

Democratic Republic 7.690 7-B -98 6,849 9,409 72.8 
Lat\ia 48,320 3,400 78,025 32,108 5,352 1.522 1,972 
Lebanon 10.709 17,431 16,825 290 I 1.605 4,393 264.2 

Lesotho 394 81 21 -149 305 3,739 8.2 
Liberia 21,007 
Libya 308,463 11,378 11.285 331,126 58,771 563.4 
Jjthuania 45,874 13,355 44,367 139 6,418 869 9.452 
Luxembourg 7,037 675 -433 7,279 16,955 42.9 

!v1accdonia, former 
Yugosla, Republic oft 86 2,518 18 1,941 -359 322 8,379 3.8 

Madagascar 254 950 38 130 -845 267 19,270 IA 
Mala\\i 695 1,640 9,740 10,041 994 -429 1,214 10,975 I 1.1 
Malaysia 88,7+4 7.831 -2,141 94,434 139,048 67.9 
Maldives 23 25 -II 37 282 13.1 
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Mali 280 750 13-l 165 -693 306 15,912 1.9 
Malta 35,663 7 1,365 769 1,05-l 36,128 11,288 320.1 
Marshall Islands 
Mauritania 96 3,681 3,520 287 -423 120 9,719 1.2 
Mauritius 21,110 78 237 21.425 15,744 136.1 

Mexico 116,906 -l68,056 3,509,900 3,526,718 303.148 -8,420 290.211 290,020 LOO.I 
Mjcroncsia, 

Fcdcra1cd States of 839 37 877 
.\loldo,-a 19,665 13,696 11,186 -l.842 886 13,199 
Mongolia 173 7,545 3,61-l 10 3,542 14 586 
Morocco 17,331 14,963 l-l.690 381 7,77-l -2.979 7,231 85,689 8.4 

.\lozamb1quc 30 31 
Myanmar 564 2,000 3 -1,904 66-l +3.-l7-l 1.5 
Namibia 11 12 
:S:epal 66 300 106 -353 119 8,105 1.5 
Netherlands -1-28,343 275,000 208,600 22,890 -4,255 513.378 530,340 96.8 

:-:cw Zc-aland 1,041 3,500 1,850 --6,204 187 141.322 0.1 z 
Nicaragua 247 25,221 19,680 46-l 5,15-l -852 246 19,483 1.3 > 

1':igcr 256 8,800 6,068 212 587 -382 2,231 9.+09 23.7 z 
,..._ 

Nigeria 1,578 2,000 3,379 -6,907 50 157,155 
Norway 233,822 325,080 288,815 13,813 3,8-l3 287,742 167,770 171.5 :;.. 

Oman 5,246 1,292 -24 6.513 6,262 104.0 
~ 

Pakistan 7,754 35,503 818 26,223 -7,380 10,472 169,989 6.2 __., 

Panama 2,079 13,060 221 -l,812 -1,122 9.427 26,322 35.8 
-:; 

-.-
Papua New Guinea 45] 1,150 32 975 -402 255 9,300 2.7 ;;:: 

Paragua} 65,691 377 2,317 68.385 13.697 -l99.3 ► 

Peru 8,897 30,422 1,086 35,308 -3,947 1,150 91,319 1.3 
Philippines 13,356 289,000 2,828 267,152 --4,415 33,618 116,595 28.8 

,..._ ..., 
Poland 7,770 257,500 127,000 130,589 268,133 98 823 z 

> Ponugal 43,376 7,229 -332 50,273 53,320 94.3 
J. 

z Qatar 18,959 978 287 20,225 12,822 157.7 :..-
z % 
C Romania 851 74,303 49.027 -1,671 2-1-,456 75,950 32.2 :; 
> Russia 634,178 40,785 722,000 391,087 156.216 11,628 199,463 
:- Rwanda 2,031 44 182 -519 1,650 13,697 12.0 

;;:: 
;;:: S1. Kitts and ~c,is > 
::n S1. Lucia 1,344 27 1,370 7-l2 18-l.6 z 
-:, .r. 
0 S1. \'inccm and > 
;;:: rhc Grenadines 89 6 -12 84 354 23.7 
-l San Marino 58 65 4 127 

Sao Tom.: and Pnncipc l7 -l 22 -27 8 620 1.3 

'° Saudi Arabia 316,518 98,717 9,1-ll -1-24,376 195,527 2l7.0 ::: 
'° Senegal l,-l43 25,300 21,297 73 1,555 -972 2,991 24,462 12.2 z 
"' .r. 

._ 
0c ,_ 
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.._ 
~ 

> Table JI.12 (co11c/11ded) > 
z -= 
z -= 
C 

Receipts Transfers Interest, Positions as at April 30, 1995 ~ 

Receipts from Transfers to from the to the Charges, Holdings as 'Z > 
r Total Participants and Participants and General General and Net percent of "::; 

Holdings Prescribed Holders Prescribed Holders Resources Resources Assessment cumulatfre cumuhtive 
;::: Member April 30, 1994 Designated Other Designated Other Account Account (Net) Holdings alloca. tions alloca. tions 

;...< 

tr. 
-= 
0 Sc,•chcllcs 15 20 -17 18 406 4.4 
;::: Sierra Leone 8,770 1,998 47 308 -463 6,048 17,455 34.6 

Singapore 58,540 800 40,000 5,795 727 25,861 16,475 157.0 
Slm·ak. Republic 4,965 5,100 16,730 81,474 55,392 L,532 20,950 

,0 Slo\'cnia1 383 4,934 197 3,941 -1.107 -166 25,431 1.8 
'° 
01 Solomon Islands 24 10 6 -28 12 654 1.8 

Somalia 13,697 
South Afnca 13,195 41,600 338 32,859 -9,459 12,815 220,360 5.8 
Spain 161,319 75,000 24,019 -5,771 254.567 298,805 85.2 
Sri Lanka 1,798 20,000 17,671 126 -3,041 1,212 70,868 1.7 

Sudan 14,038 -110 -13,628 52,192 
Surinam..- 78 360 -341 97 7,750 1.3 
Swaziland 5,881 36 -25 5,892 6,-132 91.6 

wedcn 43.105 305,000 1-15,711 13.383 -8,872 206.904 246,525 83.9 
S\\;tzcrland 78,183 595,667 670,650 16,930 4,761 24,891 

Syrian Arab Republic 372 1,695 -1,606 460 36,564 1.3 
Tajikistan 
Tanzania 318 688 759 -1,377 388 31,372 1.2 
Thailand 17,120 1,.200 8,936 -2,863 24,394 84,652 28.8 
Togo 204 700 15 163 -479 278 10,975 J -_,:, 

Tonga 450 34 21 504 
Trinidad and Tobago 1,717 6,000 173 4,268 -2,013 1,610 46,231 3.5 
Tunisia 3,457 37,000 5,688 287 I J,086 -1,335 22.635 34.2-13 66.l 
Turkey 1,353 14,100 I 13,125 117,030 8,384 -4,892 6,081 112,307 5.4 
Turkmeni~can 

Uganda 555 18,382 16,832 61 -1,223 9-H 29,396 3.2 
Ukraine 200,325 325,525 9,090 1,528 117.638 
Cnited Arab Emirates 5+,315 210 691 55,215 38,737 142.5 
United Kingdom 228,-130 1,210,503 1,092,178 23,-!24 -71,87+ 298,306 1,913.070 15.6 
Cnited Sraces 6,641,756 504,150 +,150 243,057 80,666 7,165,479 4,899,530 152.4 
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Uruguay 873 7,945 81 5,733 -2,179 987 49,977 2.0 
Uzbekistan 875 266 6IO 
Vanuatu 167 60 8 235 
Venezuela 339,887 78,500 5,470 4,325 99,866 -1-35 316,941 316,890 I 00.0 
Viet Nam 3,546 25,686 38,623 5,996 -l.840 8,648 47,658 18.1 

Western Samoa 1,963 7 36 2,006 1,142 175.7 
Yemen, Republic of 17,112 17,010 965 -222 32,935 28,743 114.6 
Yugoslavia, Federal 

Republic of(Scrbia/ 
Montcncgro)I 56,665 

Zafrc 7,690 2.237 -5,453 86,309 
Zambia 7,612 7,993 16 25,633 29,336 -2,936 8,949 68,298 13.1 
Zimbab\\'e 2,283 6,500 2,221 7,606 -HI 2,987 10,200 29.3 

Total particjpanrs 15,219,622 8,305,390 9,076,672 7,893,658 2,590,499 -278,270 19,473,228 21,433,330 90.9 

Prescribed holders -:-: 
Arab Monetary Fund 22,299 74,359 43,799 1,124 53,983 
Bank of Ccmral 1/. 

African State, 13 8,862 7,035 22 1,862 
:.,... 

Rank for Imcrnational 
"/. 

Scrtlcm<:ms 197,761 1,031,004 284,836 5,634 942,922 
East African ► 

Devclopm.:111 .--
Bank 149 7 155 ,,.. 

V 

Eastern C.,ribbcan -;; 

Central Bank 1,828 81 1,910 "" 
International Bank for ;:;:; 

Reconstruction and > 
Development 
(World Bank) 2,781 632 118 2,268 s 

Islamic De\'clOpm<:m z 
> Bank 2,146 95 2,242 './ 

z Nordic Investment :.,... 
z Bank 399 18 417 1/. 
C Total prescribed v 
> holders 227,376 1,114,225 336,301 7,100 1,005,759 r- ...., 

General Resources :;:: 
:;:: 

Accow1t 2,590,499 266,052 1,000,655 :,... 
[Tl 6,037,761 7,893,658 

z -;; Total 21,484,759 12,010,114 17,306,631 7,893,658 2,590,499 -5,118 21,479,642 21,433,330 './ 
C :.,... 
? 

1The asscts and liabilities of the former Soda list 1-'edcral Republic of Yugoslovia wcrc assumed by tivc successor ,rates. As of April .~0. 1995, the Rcpublic of Bosnia and Hcrzcgo\'ina and '"' 
--l --l 

the F<:dcrnl Republic ofYugoslavi,1 (Scrbia/Montl:ncgro) h.1d not completed Jrrangcmcnrs for succcs~ion ro membcr,hip in the 1-'und. 
~ 

'° 
~ 

'° 
"/, 

"' './ 

,._ 
2:: 
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,-\l'l'E:S:DIX 11 

Table II.13 
HOLDINGS Or SD Rs 13Y ALL PART!CI PA;s;TS A;s;l) BY GROUPS Or COUNTRIES AS (lERCE:--'T Or THEIR 
CUMULATrVE ALLOCATIONS OF SDR.-AND OF THEIR :--:ON-GOLD RESER\'1--S, AT END OF FINAl\!C!AL 
YEARS ENDED APRIL 30, I 971-95 

Developing Collntrics 

Net debtor countries 

All Net All net With recent Without recent 
Financial All Industrial developing creditor debtor debt-servicing debt-servicing 

Year Participants 1 Countries countries cow1tries countries problemsl problemsl 

Holdings of SD Rs as percent of c1mmlative allocations 
1971 92.3 103.3 63.2 2.8 64.7 74.5 49.7 
1972 90.2 100.0 64.4 34.5 65.2 63 9 67.1 
1973 93.4 105.7 60.8 55.4 60.9 59.5 63.0 
1974 94.6 106.2 64.3 59.5 64.4 61.5 68.9 
1975 94.5 106.5 63.1 72.5 62.8 64.6 60. l 

1976 95.1 108.4 S9.8 99.l 58.8 60.8 55.8 
1977 91.7 105.7 54.9 106.3 53.6 58.1 46.8 
1978 85.3 95.6 58.1 117.6 56.6 62.1 48.2 
1979 90.3 97.0 74.5 112.3 71.5 72.6 69.9 
1980 91.9 96.8 81.0 148.3 75.6 72.2 80.1 

1981 74.6 81.0 60.8 139.6 53.5 55.9 50.3 
1982 74.6 81.9 59.1 140.5 51.5 47.5 56.8 
1983 79.9 95.1 47.4 207.9 32.4 22.6 45.2 
1984 69.9 80.4 47.3 183.9 34.6 23.l 49.6 
1985 78.5 95.2 42.8 182.2 29.8 21.5 40.6 

1986 87.3 105.3 49.0 192.5 35.6 26.6 47.4 
1987 90 8 110.0 49.9 195.4 37.6 24.0 57.0 
1988 96.3 115.8 54.4 202.8 42.0 33.6 53.8 
1989 93.1 l 16.3 43.5 181.6 30.2 [9.-1- 45.3 
1990 97.2 121.9 44.4 205.3 28.5 14.5 48.3 

1991 96.9 120.7 45.9 166.2 34.8 27.9 44.7 
1992 96.8 121.2 44.6 123.3 37.1 31.1 45.7 
1993 63.0 73.l 41.6 115.7 33.8 32.7 35.2 
1994 71.0 77.9 56.3 147.1 34.9 33.2 37.4 
1995 90.9 105.1 60.4 169.9 42.8 44.4 40.4 
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F I :-S A ~ C I A I O P E R A l I O ~ <, ,\ N D T R /1. :,,; S A t T I O ~ <, 

Table Ir.13 (co11c/11dcd) 

Developing Countries 

Net debtor countries 

All Net All net With recent Without recent 
Financial All Industrial developing creditor debtor debt-servicing debt-senricing 

Year Participants 1 Cow1tries countries countries countries problcms 2 problcms 2 

1971 8.9 
Holdi11gs of SD Rs as percent of non-gold rcser11es 

9,9 6.1 7.7 10.0 5.1 
1972 8.9 9.3 7.2 0.4 9.6 10.9 8.1 
1973 7.8 8.7 5.0 0.5 6.4 7.1 5.6 
1974 7.2 9.2 3.6 0.4 4.6 4.6 -i.5 
1975 6.0 8.9 2.4 0.2 3.9 3.8 4.2 

1976 5.4 8.3 2.0 0.2 3.3 3.6 3.1 
1977 4.4 7.4 1.4 0.2 2.3 2.7 1.8 
1978 3.5 5.3 1.4 0.2 2.1 2.6 1.5 
1979 4.6 5.8 2.9 1..1 3.6 4.] 3.0 
1980 5.6 7.1 3.5 1.5 4.4 4.7 4.2 

1981 4.8 6.2 2.9 1.8 3.5 4.1 2.9 
1982 5.3 6.9 30 1.6 3.7 4.5 3.1 
1983 5.3 7.2 2.3 2.2 2.3 2.5 2.2 
1984 4.2 5.6 2.0 1.9 2.J 2.0 2.J 
1985 4.4 6.3 l.7 1.7 1.6 1.6 1.7 

1986 5.1 6.7 2.0 1.8 2.2 2.2 2.2 
1987 4.7 5.7 2.0 1.4 2.4 2.4 2.5 
1988 4.4 5.1 2.0 l.4 2.5 3.3 2.1 
1989 3.9 4.7 1.5 1.2 l.7 2.3 1.5 
1990 3.9 4.6 l.5 1.5 1.4 1.5 1.4 

1991 3.5 4.3 l.3 1.2 1.3 1.9 1.1 
1992 3.2 4.4 1.0 0.8 1.1 1.5 0.9 
1993 2.2 2.8 1.0 0.8 1.0 1.4 0.8 
1994 2.2 2.7 1.1 1.0 l.l 1.3 1.1 
1995 2.6 3.5 l.l 1.1 I.I 1.8 0.8 

1Consists of member countries that arc participants in the SDR Department. At rhe end of financial year 1995, of the total SD Rs allo
cated to participants in the SDR. Department (SDR 21.4 billion), SDR. 2.0 billion wa~ not hdd by participants but instead b)' rhc fund 
and prescribed holders. 

2Countrics with recent debt-servicing problems arc those that have incurred external paymcms arrears or rescheduled their debts in 
tht: period since 1986. 
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Al'l'ENDIX JI 

Table 11.14 
KEY l~!F RATES, FINA?\CIAL YEAR ENDED APlUL 30, 1995 
(fo pcrcwt) 

SDR Interest SDR Interest 
Rate and Rate and 

Period Unadjusted Rate of Basic Rate Period Unadjusted Rate of Basic Rate 
Beginning Remuneration 1 ofChargel Beginning Remuneration I ofCharge 1 

1994 November 7 4.68 5.24 
April25 4.11 4.56 November 14 4.71 5.28 

May2 4.13 4.75 
November 21 4.75 5.32 

May9 4.21 4.85 
November 28 4.75 5.32 

May 16 4.16 4.79 December 5 4.93 5.52 

May 23 4.14 4.77 December 12 4.98 5.58 

May 30 4.19 4.82 December 19 4.98 5.58 

June 6 4.14 4.77 
December 26 4.86 5.44 

June 13 4.11 4.73 1995 
June 20 4.13 4.75 January 2 4.89 5.48 
June 27 4.13 4.75 January 9 5.00 5.60 

July 4 4.15 4.78 January 16 4.88 5.47 
July 11 4.22 4.86 January 23 4.96 5.56 

July 18 4.20 4.83 January 30 4.96 5.56 

July 25 4.22 4.86 Febmary 6 5.00 5.60 
August I 4.26 4.90 February I 3 4.97 5.57 

August 8 4.32 4.97 February 20 4.93 5.52 
August 15 4.33 4.98 Febmary 27 4.95 5.54 
August 22 4.36 5.02 March 6 5.00 5.60 
August 29 4.39 5.05 March 13 5.18 5.80 
September 5 4.38 5.04 March 20 5.18 5.80 

September 12 4.38 5.04 March 27 5.11 5.72 

September 19 4.43 5 . .IO April 3 4.90 5.49 
September 26 4.49 5.17 April 10 4.83 5.41 
October 3 4.47 5.14 April 17 4.77 5.34 

October 10 4.59 5.28 April 24 4.77 5.34 
Ocrober 17 4.56 5.25 May 1 4.82 4.94 
October 24 4.60 5.29 
October 31 4.60 5.29 

1Thc rate of remuneration is adjusted downward and the basic rate of charge is adjusted upward to .share the burden of protecting the 
Fund's income from overdue charges and of conLributing to the Fund's precautionary balances. These burden-sharing amounts arc 
refundable when overdue charges are paid and when overdue obligations cease ro be a probkm. 
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FI~ANCIAL OPERATION<; ANO TRAN<;ACTION<; 

Table ll.15 

/llEMBERS THAT HAVE ACCEPTED THE OBLIGATIOJ\:S OF ARTICLE VIH, SECTIONS 2, 3, A.'-\D 4 
OF THE ARTICLES OF AGR.EEME:-IT 

Effective Date Effective Date 
Member of Acceptance Member of Acceptance 

Anrigua and Barbuda November 22, 1983 Lithuania /\fay 3, 1994 
Argentina Ma)' 14:, J 968 Luxembourg Fcbru.1r.· 15, 1961 
Australia Julyl,1965 Mabysia No\'cmbcr 1 I. 1968 
Austria August I , 1962 Malr.1 Nol'embcr 30, 1994 
Bahamas, The December 5, 1973 /I !arsh.1II lslanJs May 21, 1992 

Bahrain M.irch 20, 19n Mauririus Seprcmber 29, 1993 
Bangladesh April I I , 1994 Mexico Nol'cmbcr 12, 1946 
Barbados November 3, 1993 1\fo:ronesia, Federated Stare~ of June.: 24, 1993 
Belgium February 15, 196 I Morocco J:111uary 21, 1993 
Belize June 14, 1983 Nepal May 30, 1994 

Bohia June 5, 1967 Netherlands February 15, 1961 

Canada March 25, 1952 New Zeabnd Augusr 5, 1982 

Chile Jul)' 27, 1977 ~icJragua July 20, 1964 

Costa Rica February 1, 1965 Norwar May 11, 1967 

Cypru~ January 9, 1991 Oman June I 9, 1974 

Denmark May 1, 1967 Pakbtan July J, J 994 

Djibouri Seprembcr I 9, 1980 Panama Novembcr 26, 1946 

Dominica December 13, 1979 PJpua New Guine.1 December 4, 1975 

Dominican Republic Augll!,t I, I 953 l'aragua> August 22, I 994 

Ecuador August 31, 1970 Peru Februal") 15, 1961 

El Salvador No,·cmbcr 6, J 946 Porrngal Seprcmber 12, 1988 

Esronia August 15, 1994 Qatar June 4, l973 

Fiji AuguH 4, J 972 St. Kim and Ne,·is Dcccmbcr 3, 1984 

Finland Sqm·mber 25, 1979 St. Lucia May 30, L980 

France Februal")' 15, 1961 St. Vincem and the Grenadines August 24, 1981 

Gambia, The Januai: 21, 1993 
San Marino September 23, 1992 

Germany Fcbrual")' 15, I 961 
Saudi Arabia /\larch 22, 1961 

Ghana rd1ruary 2 J, 1994 
Seychelles J anuar.• 3, 1978 

Greece Jul)•?, 1992 
Singapore No\'embcr 9, 1968 

Grenada r.rnuary 24, 1994 
Solomon bland~ July 2.J., 1979 

Guatemala l,lllU,lry 27, '1947 
South Africa Sqm.:mbcr 15, 1973 
Spain Jul!' 15, 1986 

Guyana December 27, 1966 Sri Lanka M.mh 15, 1994 
Haiti December 22, 1953 

Surin.1mc June 29, 1978 
Honduras Julv I, 1950 

Sw,1zil:111d December 11, 1989 
Iceland September 19, 1983 

Sweden Fcbrual") 15, 1961 
India AuguH 20, 1994 Switzerland May 29, 1992 
Indonesia May 7, 1988 Thailand ,'vlay 4, 1990 
Ireland February 15, 1961 Tonga March 22, I 99 I 
Israel September 21, 1993 Trinidad and Tobago December 13, 1993 
Italy Fcbruai:• 15, 1961 

Tunisia J.rnuary 6, I 993 
Jamaica rebruary 22, 1963 Turkq March 22, 1990 
Japan April I, 1964 Uganda April 5, L 994 
Jordan February 20, 1995 United Arab Emirarcs rebruary 13, I 974 
Kenya June 30, 1994 United Kingdom rebruary 15, 196 l 
Kiribati August 22, 1986 

Unircd State., December I 0, 1946 
Korea Nm ember I, 1988 Uruguay M.1y 2, 1980 
Kuwait April 5, 1963 Vanuaru December I, 1982 
Kyrgyz Republic M.1rch 29, 1995 Venezuela July I, 1976 
Latvia June 10, 1994 Western S.1moa Ocwbcr 6, 1994 
Lebanon July I, 1993 Zimbab"e February 3, 1995 
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Al'l'r:-.:DIX II 

Table IJ.16 

EXC.HA'.'\GI:. RATE:\Rlv\::-.:GE.\1El\.'T5 AS OF ,\!ARCH 31. 1995 

U.S. dollar 

Antigua and Barbuda 
Argentina 
Bahamas, Thc:4 
Barbados 
Belize 

Djiboud 
Dominica 
Grenada 
Iraq 
Liberia 

Lithuania 
Marshall lslands7 
Micronesia, Federated 

States of7 
Nigcria 4 

Oman 
Panama 7 

St. Kitts and Nevis 
St. Lucia 
Sr. Vincent and the 

Grenadines 

Syrian Arab Rcp.4 
Turkmenistan4 
Venezuela 
Ycmcn 4 

Single currency 

French franc 

Benin 
Burkina Faso 
CamcroQn 
Central Afric:rn Rep. 
Chad 

Comoro~ 
Congo 
Cote d'Ivoire 
Equatorial Guinea 
Gabon 

Mali 
Niger 
Senegal 
Togo 

.Pegged 

Other 

Bhutan (Indian rupee) 
Eswnia (dcutsd1c mark) 
Kiribati 7 (Australi.m dollar) 
Lesotho ( ourll African rand) 
Namibia (South African rand) 
San Marino 7 ( Italian lira) 
Swaziland (South African rand) 
Tajikistan, Republic of 4-~ 

( Ru~ian ruble) 

Currency composite 

SDR Other 

Libvan Arab 
);,mhiriyal.4 

My.mmar 
Seychelles 

Bangladesh 
Botswana 
Burundi 
Cape Verde 
CypnisS 

C.~cch Republic 4 

Fiji 
lcelandY 

Jordan 
Kuwait 

Malta 
Mauritania 4 

i\llorocco 1 t 
Nepal 
Slovak Republic 4 

Solomon Islands 
Thailand 
Tonga 
\lanuaru 
Western Samoa 

11n all countries listed in this column, the U.S. dollar wa~ the currency agaimt which exchange rates showed limited tlcxibility. 
2Tlus category consisrs of coumrics participating in the exchange rate mechanism ( ERM) of die European Monetary Sysrcm (EMS). In 

each ~-asc, the exchange rate is maintained within J margin of± 15 pern:m around tlw bilateral ccnrr.1I rates against mhcr participating currcn· 
cics, with the exception of Germany, and the Netherlands, in which case the exchange rare is maimaincd within a m.1rgin of:1:2.25 percent. 

3The exchange rate is maintained within margins of ±47 percent. 
4Membcr maintains exchange arrangements involl'ing more than one exchange market. The arrangement shown is tliat maintained in 

the major market. 
5 Exchangc rates arc determined on the hasi, ofa fixed relationship to the SD!l, within margins ofup m :1:7.25 percent. Howc\'cr, 

becau,e of the maintenance of a rdati\'cl)' stabk relationship witl1 the U.S. dollar, these margins arc not always observed. 
0The exchange mtc is maintained within margins of:1:10 percent on either side ofa weighted composite ofd1c currencies ofLl1e main 

trading partners. 
7Country uses peg currency as kgal tender. 
8Thc exchange rate, which is pegged to rJ1e European currency unit (ECU), i~ maintained 11ithin m,1rgins of :1:2.25 percent. 
9Thc exchange rate is maintained within rnargin5 of ±2.25 percent. 
10Thc exchange arrangement shown relates to the rate determined at the auctions, which is used for most transacdons. The offic,al 

exchange rate is still pegged to the U.S. dollar. 
11Thc exchange rate is maintained 11ithin margins of :t:3 pcrcc111. 
12Thc exchange rare is maintained" iLhin margins of :1:5 pcrccm wiLh regard ro rhc currcnq• ba$kCt. 
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Flexibility Limited vis-a-vis 
a Single Currency or 
Group of Currencies 

Single 
currency 1 

Bahrain5 
Qatar 5 

Saudi Arabia; 
United Arab 

Emirarcs5 

Cooperative 
arrangements2 

Austria 
Belgium 
Denmark 
francc 
Germany 
Ireland 
Luxembourg 
Netherland, 
Portugal 
Spain 

l'INANCl:\l OPERAllONS AND TRANSACIIO~S 

Adjusted 
according 
to a set of 
indicators 

Chile 4•6 

Ecuador4 
Nicaragua4 

More Flexible 

Other 
managed 
floating 

AlgeriJ 
Angola 
lklarn~ 
Bralil 
Cambodia 

China, People'~ Republic of 
Colombia 
Croatia 
Dominic.111 Rcp.4 
Egypt 

Eritrca4 

Georgia 
Greece 
l;uinca-Bissau 
Honduras 4 

Hungai, 
lmto7ie;i.1 
l,racl12 

Korea 
Lao People's D.:mocratic 

Republic 

J~JtYi.l 
,\facedonia, former 

Yugosl,l\ Republic of 
,vblaysia 
Maldi\'CS 
,'v!Juntius 

Pakist.m 
Poland4 
Singapore 
Slovenia 
Sri Lanka 

Sudan+ 
Tunisia 
Turkey 
LT, ugu,l) 
Viet N,m1 

Independently 
floating 

Atghanistan, 
lsl.imic State of+ 

Albania 
Armenia4 

Australi,1 
A;,crbaijan 

Bolivia 
Bulgari,1 
Canada 
Co~ta Rica 
El SJl\'ador 

Ethiopia 4-lfl 

Finland 
<.iambia, The 
Ghan.1 
Gu.llcmab 

Guinc.1 
Guyana 
Haiti 
India 
Iran, Islamic 

Rep. of 4 

ltalv 
Jamaica 
Japan 
K.1z.1kh,t.1n 
Kenya 

Kyrgyz Republic 
Lebanon 
Madagascar 
Mal.1wi 
Mc,\ico 

Moldo'"a4 

J\longolia 
Mozambique 
New Zealand 
Norway 

f'apu.1 New Guinea 
Paraguay 
Peru 
Philippines 
Romania 

Russian Federation 
RwandJ 
Sao Tome Jnd 

Principe~ 
Sierra Leone 
Somalia 4 

South Africa 
!:>urinJme 
Sweden 
Switzerland 
Tanzania 

Trinidad and 
TobJgo 

Uganda 
Ukraine+ 
United Kingdom 
United State, 

Utbekistan 
Za"ire4 

Zambia 4 

Zimbabwe 
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TECHNICAL ASSISTANCE AND T RA 1 N l NG 

Technical assistance and u·aining an: cxtemkd by tht: 
Fund to members in a wide range of economic and 
financial areas, at Fund headquarters, at tht: Joint 
Vienna Institute, or through staff missions to a mem
ber country. Staff from almost every department and 
bureau of the Fund may be provided in response to a 
member's request. Assistam:e may relate to a whole 
range of subjects, including economic policy, balance 
of payments adjustments programs, legal matters, debt 
management, exchange and trade issues, financial sec
tor copies, accounting, statistics, and data processing. 

IMF Institute 
The [MF Institute trains officials from member and 
prospective member countries through courses and 
seminars at Fund headquarters, at the Joint Vienna 
Institute, and in regional or national centers. Course~ 
in Washington are offered in Arabic, English, French, 
and Spanish; courses i11 Vienna arc offered in English, 
with Russian interpretation, and in French; and coursci, 
in otht:r overseas locations arc offered in Arabic, Eng
lish, French, or Spanish, with interpretation into local 
languages as needed. The institute also arranges ~chol
arships to train junior olt1ciaJs ar universities in Japan 
and Australia, and it gives lecturing assistance to other 
regional or national training institutions. Institute 
staff also organize briefings ac headquarters for visiting 
officials. 

DLLring 1994/95, training at headquarters con
sisted of 17 courses and 5 seminars for senior officials, 
attended by 757 participams. The program included 
five ten-week courses on financial programming and 
policy, three eight-week courses on techniques of 
financial analysis and programming, rwo six-week 
courses on extt:rnal sector policies, and one fi\'e-wcek 
course on the economics of transition for trainers 
(given jointly with the Economic Development Insti
tute of the World Bank). The financial programming 
and policy course covered financial programming aml 
adjustment issues for officials with substantial macro
economic background and practical experience; the 
course on techniques of financial analysis and 
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programming provided a review of similar issues for 
offidab with limited background in t:conomics; while 
the external sector policic~ cour~e gave senior and 
midlcvcl officials a deeper understanding of the issues 
involved in formulating such policies in the context of 
a macroeconomic.: framework for adjustment and 
growth. Two six-wcek courses on balance of pa)'I11ents 
methodology, two six-week courses on money and 
banking ~tatiscics, and one ~ix-week course on govern
ment finance ~tatisric~ were presented, all in collabora
tion with the Statistic.:s Dcp:u:rmcnt. In addition, an 
eight-week course on public financ.:e was pre~ented in 
coll.1bor.1tion with the Fiscal Affairs Department. Sem
inar~ for senior officials were held on current legal 
issue~ affecting central banks (in collaboration with 
the: Legal Department), orientation for senior official:, 
from economics in transition, pension rt:form (wid1 
support from the Government of Japan), tax policy in 
trarn,ition economic~ (in collaboration with the Fiscal 
Affairs Dep,utment), and trade policy issues (in collab
oration wid1 the: Policy Development and Review 
Department). 

During 1994/95, Fund training at the Joint 
Vienna institute consisted ofl5 courses and 6 mod
ules in rhe comprehensive course, attended by 491 
participants. The program included one two-week 
course on public expcndirure policy and fiscal polic)' 
management, one rwo-weck course on the social 
safety net, one rwo-week course on value-added tax 
(VAT), one rwo-wcck course on public expenditure 
and treasury management, one two-week course on 
fiscal policy management, one two-wet:k module on 
tax policy and adminisrrarion, one two-week module 
on public expenditure policy and management, 
and one n,·o-week module on fiscal policy manage
ment (in collaboration wid1 the Fiscal Affairs Depart
ment); one one-week course on central bank 
accounting, one one-week course on large value pay
ments systems, one one-week course on human 
resource managt:ment, one nvo-wcek course on bank 
supervision, and one rwo-wcek course on foreign 
exchange policies and operations (in collaboration 
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with the Monetary and Exchange Affairs Depart
ment); one four-week course on macrot:conomic sta
tistics for users and one three-week course on 
government finance statistics (in collaboration with 
the Statistics Department); one five-wet:k course and 
one n.ine-week course on macroeconomic analysis and 
policy, one three-week course on macroeconomic 
analysis and policy (in French), two two-week mod
ules on comparative experience of market economics, 
and one two-week modult: on macroeconomic policy. 

Jn addition to residential training cour~e~ in Wa~h
ington and Vienna, the lnstitute conducted 30 over
seas courses and 10 seminars for high-level officiab 
covering some l,100 participants. It also provided 
lecturing assistance to three training organizations. 
The courses were primarily on financial programming 
and policies, while the regional seminars also intro
duced the subject of structural adjustment policies. 
The Institute also organized 17 briefing~ at head
quarters for a total of 343 visiting officials from mem
ber countries. Except for ~taff and teaching matcriab 
provided by the Institute, costs of overseas training 
are increasingly covered either by local partner~ or 
through cofimmcing arrnngemcnts with other collab
orating institlltions and national aurhoritics, includ
ing the United Nations Dcvclopmcnt Program 
(UNDP), the Emopean Union, the World Bank, rhl'. 
Asian Development Bank, the Islamic Devclopmcnt 
Bank, the U.S. Agency for International Dcvelop
mcnr, and the Government~ of France, J,1pan, and 
Portugal. 

The Japan-IMF Schol.1rship Program for Asia, 
financed by the Japanese authorities, was launchcd in 
September 1993. Scholarships arc awarded to attcnd 
specially designed courses either at Saitama Uni\'er~ity 
(near Tokyo) or at the Australian National llni,·ersity 
in Canberra. The program is designed to train young 
officials from economies in transition for a period of 
one year, following which some arc assigned to intern
ships in the region. In 1994, an introductory course.: in 
China was addcd to the program to prepare.: candi
dates for the more adv:inced courses at S:iitama and 
Australian National Univcrsitit:s. The second offrring 
of the introductory course is under way with 30 par
ticipants. Nine officials have completed thc onc-ycar 
course at either Saitama University or the Australian 
National University. Another 18 officials arc currendy 
studying at these universities. Internships have been 
arranged for graduates of d,e one-year course.: in Au5-
tralia, Hong Kong, Korea, Malaysia, New Zeal.rnd, 
and Thailand. 

The Institute, in cooperation with the Rcscarch 
Department, h:is also been conducting an internal 
training program for Fund economists. Five internal 
training courses and seminars took pl:icc in fiscal year 
1995, attended by some 230 economists. The lnsti-

tute also hosted visits by individual special participants 
( normally ~enior officials who are attached tO Fund 
departments for ~hort periods). 

Fiscal Affairs Department 
In 1994/95, the technical assistance program of the 
Fiscal Affairs Departmem renuincd diverse both geo
graphically and by fiscal discipline. The demand for 
fiscal technical assistance.: continucd tO rise, with more 
requests received than in the previous year. Strict pri
oritic~ rhcrefore had to be established. However, with 
thc considcrable exrernal financial support available, 
notably from the Gol'ernment of Japan (Administered 
Technical Assistance Account Japan), the UNDP, and 
the \Vorld Bank, the department was able to deliver 
more technical assistance than cver before. A total of 
some.: 95 person-years oftcchnical assistance was pro
vidcd to over 100 member countries. 

Within die total, more assistance was prol'ided to 
Afric1, the Baltic countries, Russia and other countries 
of the former SoYiet Union, and eastern Europe than 
in preccding years. Ongoing commitments, particu
larly for institution-building projects in areas such as 
tax administration and d,e development of u·easury 
sym.:ms, gcnaated a further expansion of assist:ince to 

Russia ,md othcr countries of die former Soviet Union 
and co certain cast European economics. Nonethclcs~, 
rhc dcpartment had suA-.cient flexibility within the 
resources available.: to rcspond quickly to emergency 
situations. It was also possible to accommodate 
urgent, high-priority requests for policy advicc
including advice on cncrgy caxarion in Russia and on 
~<lCial safety ners in a number of former centrally 
pl.urned cconomics. 

The pattern of assistance continucd m evolve more 
toward the use of fiscal experts not on the fund staff 
but drawn from a pancl maintained by rhc depart
menr. In 1994/95, d1cre were.: over 270 such expert 
assignments. A riJrd1er increase.: was recorded in the 
number of long-term resident expert assignments
that is, those lasting for six months or longer; most of 
the cxperts work on tax administration ,md public 
expenditure m:.magemcnt, or a~ general fiscal advisors. 
Many expert assignmcnrs (both short- and long-term) 
wcrt'. financed cxtcrn:illy; external financing now rep
resents ovcr 70 percent of the total funding for 
expert~. The largcst ~inglc source of external financing 
was the Govcrnmcnt ofJapan (Administered Tcchni
l'.al As~istancc Account Japan); substantial support was 
also received, however, from the UNDP and, to a 
lesser extent, from the World Bank. In a fow instances, 
member countries thcmselves met the full costs of ,rn 
expert assignment. 

As in 1993/94, the bulk oFthe dcpartment 's tech
nical assistance activity was in the disciplines of tax and 
customs administration and public expenditure 
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management. These lend themsdvcs Lo resident expert 
a)signments; taken together, rhey accou11Led for wmt· 
80 percent of the rota! technical a~~istance provided. 
However, the department also remained active in pro
viding policy advice. There wen: approximatdy the 
same number of missions as lasL year in ra,-. polie~· and 
in policy matters related to social safery nets and social 
security. Moreover, there has been an expanding inter
est from member cow1tries in n:ceiving policy advice 
on general fi~cal management and on intergovernmen
tal fiscal rclatiom, ( fiscal fcderalbm ). Missions to both 
eastern Europe and Latin America demonstrated the 
importance of setting appropri:tte fi 11~111ci::il relation
ship~ between central ,rnd local government in secur
ing overall fiscal control. 

The department also remained active in providing 
training, both at headquarters to visiting ddegations 
(for example, from China and India) and through spe
cific cotme!> offered borb in Africa (Ghana and Kenya) 
and through the Joint Vienna ln~rirnLe. 

Legal Department 
During the fin:rnciaJ year, the Legal Department con
tinued to meet an increasing demand from member 
counu-ies for assistance in drafting monetary, fiscal, 
and foreign exchange legislation. This continued 
demand reAects an im:reased awareness rhar economic 
stability and development require the support of an 
appropriate legal sysrem. 

Although d1e Legal Department's technical assis
tance work j5 primarily in banking, fiscal, :md foreign 
exchange law, it has also included bankruptcy and 
senuities l,1w. In the areas of banking and foreign 
exchange legislation, legal assisrance has included cen
tral bank and commercial banking l.1w, law for the for
eign exchange system, and exchange control 
regulation. The work in bankruptcy law result5 from 
requests for rhis essential clement of comrm:rcial law 
for economics in tr~nsition rJ,ar have considerable need 
to resolve insolvent enterprises. The work in ~ecuritie, 
law has related to government securities issues and the 
organization and powers of the capiral markets regula
tory aurhoriry. In d1c .1rea of fiscal law, the work of the 
department has included corporate and personal 
income rax, VAT, and tax administration. 

In carrying our d1ese tasks, d,e Legal Dep;1rtmcnt 
cooperates closely with d1e area departments or the 
Fund, whose programs often anticipate progress in the 
legal infrasa·ucture, and with the Fiscal AI-fuirs and 
Monetary and Exchange Affairs Department~, so as ro 
ensure that the legal advice and assistance, including 
the drati:ing of legislation, accommodate and reflect 
sound policy objectives. 

To function effectivel}', a legal system must include 
nor only adequate legislation buL also an ctliciem ins1i
tutional infrastructure for the design and administra• 
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rion of rhe la,,. Accordingly, increasing allention has 
been givt:n Lo rhe nt:ed ro ex1cnd lcg:11 assistance to 
rht: e~tablbhment of institutions and procedures that 
can ensure d1t: proper conception, administration, and 
enforcemt:llt of legislation. The nt:cd for such 
exrmded legal assi~rance i~ particularly fdt in the 
countries with economie5 in Lran~irion. ln this connt:c· 
tion, tht: Leg.al Department in cooper:.1rion with the 
IMF Instirur<.: prt:parcJ a program on financial st:cror 
legislation for prt:~entation ar Lhe Joint Vienna Insti• 
ture in June J 995 for judge.:. and legislators of coun
tries with t:conomics in transition. 

The Legal Dep:irtmenr perform~ its technical assis· 
lance in clo~c consultation with the lt:gaJ stafls of 
n:uional and <>Lhcr international organization!,, ~uch as 
tht: World Bank and the European Bank for Recon
struction and Development (EBRD), in order to 

arrive at a reasonable division of technical assistance 
tasks and ro avoid duplication of work. 

Tht: Lt:gaJ Deparrn1em provides assistance to mem
ber countric~ pardy from fund headquarters and 
partly during mission~. In providing thi~ assistance, 
the Legal Dcpartmcnt dr:tw!, on its staff as well a~ on 
outsidt: legal experts. During the financial year, the 
Legal Dt:partment prO\·ided advice on legislation to 
54 member countries, of-ten in regard to more than 
one area oflcgislation, and staff and experts traveled 
for the department on 55 missions to 30 member 
coumries. ln addition, members of the dcparrment 
participated in !.evcral seminars and workshops in 
which technical assistance was provided LO a number 
of countries under d1t: sponsorship of the Fund, otht:r 
international organizatiom, and central banks. 

Monetary and Exchange Affairs 
Department 
During 1994/95, the Monetary and Exchange Affairs 
Departr111.:m provided rcchnical assist.mce to l 07 
coumries. This assistance was provided through 131 
advisory and as5ess111cnt missions, of which I 06 were 
:1dvisory missions. In addiLion, 14 workshops were 
delivert:d, of which 8 were of a regional nature. As in 
Lhl'. previou~ year~, comprt:hcnsivc technical assistance 
was provided ro a number ofcounrrit:s in transition. 
The department continued to rely on subjt:ct-specific 
technical assistance workshops for a Lhird yt:ar, the 
hulk of which were t,1rgeted Lmvard the Baltic coun
trie5, Russia, .111d otht:r countries of d1e fonm:r Soviet 
Union. The imeractivt: learning environment of the 
workshop setting and its focus on concrete policy and 
operational matters promoted tht· cross-fertili.i:ation of 
ideas and strategies, facilirating rht: subst:quenr imple
mentation of rt:forms. The workshops also seek to 
improve the ellcctivcness of Lechnical assistance b) 

encouraging skill building among participants. These 
countries accounted for almost 60 pcrccnt of staff 



©International Monetary Fund. Not for Redistribution

T I' <. H ~ I ( A I A \ \ I \ I A ;--: < f-. A ~ D T R A I :S: I ~ <., 

advisory missions and about 70 percent of short-term 
expert assignments. Within this group, the largest pro
portion of advisory missions was to the Baltic coun
tries, Russia, and other countries of the former Soviet 
Union. This work amounted to about 33 percent of 
total advisory missions, about half of all short-term 
expert assignments, and just under 80 percent of 
workshops delivered by the department. Technical 
assistance to eastern and central Europe accounted for 
an additional 18 percent of missions and l O percent of 
short-term expert assignments. 

As in the past, the department's technical assistance 
program was supported by a large number of outside 
experts, many of them drawn from cooperating central 
banks to support the comprehensive programs of tech
nical assistance, notably in the Baltic countries, Russia, 
and other countries of the former Soviet Union. In 
1994/95, a total of518 short-term expert assign
ments and 138 long-term assignments (including 
renewals) were undertaken. This assistance totakd 
about 90 person-years, of which approximately 60 
person-years were provided by long-term experts 
residing in member countries. The remaining 
30 person-years consisted of short-term assignments 
involving either experts accompanying departmental 
missions or stand-alone, short-term visits organized by 
the department. 

External financing-from the UNDP, the Govern
ment of Japan (Administered Technical Assistance 
Account Japan), and other sources-for the technical 
assistance provided by the department has grown in 
importance. ln 1994/95, it accounted for about 30 
person-years, compared with 25 person-years in the 
previous financial year. fn addition, in an effort ro 
leverage project-specific parallel assistance from other 
donors, the department supervises financial sector 
technical assistance for other organizations. 

The coordination of technical assistann: with coop
erating central banks and od1er multilateral and bilat
eral institutions continued at a high level in l 994/95. 
The scope and frequency of coordination meetings, 
especially with Washington-based multilaternl institu
tions, increased in 1994/95. This reflects not only 
intensified collaboration with other institutions pro
viding financial sector technical assistance in the Baltic 
countries, Russia, and other countries of the former 
Soviet Union, but also technical assistance to other 
regions of the world. During the course of the year, 
the department assumed the coordinating role in the 
European Commission training project for [he Central 
Bank of Russia, under which a number of cooperating 
central banks pro\'ided technical assistance. T n addi
tion, the department continued with its coordinating 
role in the reform of the Russian payment systcm 
through its chairmanship of the International Steering 
Committee on Payment System Reform in Russia. 

ln 1994/95, the department continued with its 
efforts to integratc the analysis, review, and jurisdic
tion functions of the department with its technical 
assistance .1etivities. Its principal objecti\'e is to ensure 
consistency in policy advice on monetary and 
exchange rate issues ,Kross the membership, and to 
improve the integration of technical assistance work 
on the institutional and strucniral aspects of monetary 
and exchange policy within the overall structure of 
Fund programs. 

During the financial year, the department coordi
nated c..:florts to ensure members' compliance with the 
Fund's juri~diction over exchange systems and, in col
laboration with other departments, pro"ided advice on 
technical aspects of the exchange regimes of various 
countries and on issues of transition to Article VIII 
status and full convertibility. In addition, the depart
ment is involved in the Fund's revie\\' process. During 
the year, the department reviewed all countries' 
reports and briefings on Article [V consultations and 
the use of Fund resources from the perspective of the 
structural and institutional aspects of monetary and 
exchange policy. The department\ operational 
research on monetary and c:xchange policy issues 
received a boost during the year with the launching of 
the department's operational paper ~cries. 

Statistics Department 
The technical assistance actidties of the Statistics 
Departmcnt during 1994/95 matched the unprece
dented levels reached in the preceding year. During 
1994/95, the department fielded 150 technical .1ssis
tance missions to 73 countries, 13 of which were 
multisccroral assignments, the same as in 1993/94, 
which included 15 multisectoral missions. 

The scope and composition of the dcpartmenr\ 
technical assistance program in 1994/95 reflected the 
effort to sustain the level of technical assistance ro 
countries in transition, as they cominue to develop 
their statistical systems, as well as to meet the needs of 
countrics in other regions. Central and eastern Euro
pean countries, the Baltic countries, Russia, and other 
countries of the former Soviet Union received about 
47 perccnt of all technical assistance provided by the 
department during 1994/95, compared with about 
68 percent in 1993/94. Technical assistance in 
1994/95 involved 106 trips by staff, headquarters
based consultants, and out5idc experts on 71 mission5. 
Only 4 of these mission5 were mulrisectoral, in con
trast to 11 such missions in 1992/93 and 8 in 
1993/94, reflecting the need for follow-up work in 
specific areas of statistics after the diagnostic mission~ 
conducted in earlier years. 

In addition to providing follow-up technical assis
tance to countries in transition, the department 
increa:,ed substantially its level of technical assistance 
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to other member countries, in particular to those 
that were actual or prospective users of Fund 
resources or whose statistical infraMructun: was aL an 
early stage of development. The number of missions 
co these countries incn:a~ed from 49 in 1993/94 LO 

79 in 1994/95. The dcp:irtment\ technical a5si&
t:ince activities were again principally concentrated in 
the areas of monetary, balance of payments, and 
govanmt:nr finance statistics, which together 
accounted for abour 64 percent of the total technical 
assistance provided during 1994/95. In addition, 
partly in response to the operational needs of the 
Fund, the department fidded 39 mission& on con
sumer :ind producer prices, naLional accounts, and 
external trade statistics, 27 ofll'hich were directed to 
central and eastern European coumrie1., the Baltic 
countries, Russia, and other countries of the former 
Soviet Union. 

The provision of technical assistance in 1994/95 
continued to require the use of an increasing number 
of outside experrs for shorr-, medium-, and long-term 
assignments. During the )'Car, there were 95 expert 
assignments, 12 of which were long term. About half 
of the assignments using such expcrts--41 short-term 
and 6 long-term-were financed with resources made 
available to the Fund by the Japanese Government 
under the Administered Technical Assistance Account 
Japan, and 6 under the Executing Agency Agreement 
with the UNDP. In addition, a significant amount of 
technical assistance was provided through participa
tion of staff of the department in 16 missions of other 
departments, 5 of which were to countries of the for
mer Soviet Union. 

The department continued to ofter training to 

national statisticians on statistical methodologies and 
their application, through courses offered ar the 
IMF lnstirute at Fund headquarters ;md ar Lhc Joint 
Vienna Institute. The department's training program 
expanded substantially in I 994/95 through the 
provision of regional and local seminars, several of 
which were funded by Administered Technical Assis
tance Account Japan resources. The department 
conducted six regional seminars covering balance 
of payments, government finance, and monetary sta
tistics for representatives from the Latin American 
region, the Arab Monetary Fund, the Central Bank 
ofrhc West African States (BCEAO), and the Bank 
of Central African States (BEAC). A seminar on 
quarterly national accounts statistics was held in 
Moscow for officials from the Russian Federation, in 
cooperation with the Organization for Economic 
Cooperation and Development (OECD). Two semi
nars for Chinese officials were conducted during the 
year, one on monetary statistics held in China, and 
the other on government finance statistics at Fund 
headquarters. 

194 A N N U A L R E P O RT J 9 9 5 

Treasurer's Department 
Technical assistance requests received by the Trea
c;urer's Depa1tment arc in areas related to members' 
financial relations with the Fund. The demand for 
such assistance-on the establish1rn:nt and mainte
nance ofrhe Fund accounts, the Fund's financial orga
nization ,111d operations, and the conduct of 
transactions by members with the Fund-remained 
high in 1994/95. The main recipients of technical 
assistance provided by the Treasurer's Department 
have been new members, in particular the transition 
<.:conomics, and members that pn:viously had not had 
..:xtensive rclation5 with the Fund. Assist.mcc has cov
<.:rt:d areas such as accounting tor Fund-related assets 
and liabilities and a member's position in the Fund, 
recording and rcport·ing on financial operations and 
tr:insacrion~ with the Fund, and the Fund's oper.i
tional budget. In addition ro technical assistance mis
sions, Treasurer's Department staff participated in 
seminar\ and ll'Orkshops for officials of the central 
banks :md finance ministries of member countries, 
including ,l seminar ,lt the Joint Vienna Institute to 

introduce oflici,11s from the central banks of the Baltic 
coumrics, Russia, and other countiies of the former 
SovieL Union to a proposed chart of accounts for cen
tral banks and to accounting for a member's position 
in Lhc fund in the balance sheer of the central bank. 
Several aide-mcmoire on specific accounting questions 
raised by members were prepared by Treasurer's 
Department staff in 1994/95. 

Bureau of Computing Services 
The Bureau of Computing Services maintains a nar
rowly focused program of technical assistance, pro
vided to member countries in direct support of the 
Fund\ economic and financial operations. The Bureau 
assi~ts in the modernization of computer systems in 
central banks or finance ministries and in the planning 
and development of ~y~tems for processing, analyzing, 
and rcporLing of economic, financial, and adminisrra
ti,·e information. During. 1994/95, short-term mi&
sion5 were undertaken ro Tanzania, Cambodia, the 
Lao People'!, Democratic Republic, Viet Nam, 
Georgia, Kazakhstan, the Republic of Yemen, and 
Haiti; the Bureau received five delegations from mem
ber countrie5 for training, as well a5 visitor5 for Lechni
cal discussion~, during the financial yea.r. Technical 
,l~sistanee was provided by external experts ( 108 
weeks), contracruals (43 weeks), and staff(63 weeks). 

Because of the cxpandi ng role of computer tech
nology and networks within member councry institu
tions, Jnd given the increased importance placed on 
members' ,Kcurare maintenance and reporting of eco
nomic .rnd financial data, the number of requests 
received by rhc Fund for short-term computer techni
cal as~ist,111ce is expected co grow. 
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RELATIONS WITH 
ORGANIZATIONS AND 

OTHER lNTERNATIO AL 
RELATIONS 

Relations with Other International 
Organizations 
Maintaining close relations with other international 
and regional institutions that share common interests 
and goals has been a long-standing objective of the 
Fund. The fast-chru1ging world economic situation bas 
further strengthened the need for close cooperation 
among these organizations in ru·eas such as interna
tional monetary and finru1eial matters, developmental 
issues, and the environment. l n addition to close col
laboration with the World Bank, fund staff work 
closely with the United Nations and it~ specialized 
agencies, the General Agreement on Tarifls and Trade 
(GATT), the Organization for Economic Cooperation 
and Development (OECD), the European Commis
sion, the Bank for International Settlements (BTS), 
and several other organizations. 

Liaison with international and regional organiza
tions is provided by the three ofticcs of the Fund 
located away from headquarters. The Director of the 
Fund Office in the United Nations and Special Repre
sentative to the United Nations monitors develop
ments at the United Nations and ensures that the 
collaborative relationship with the UN and its speci,11-
ized agencies is maintained and strengthened. The 
activities of the Office in Europe, which is located in 
Paris, are lru·gely associated with maintaining close 
contact with the BIS, the European Commission, and 
the OECD, whereas the Geneva Office monitors, 
reports on, and analyzes the activities of such instiru
tions as the GAIT, the World Trade Organization 
(WTO), the UN Conference on Trade and Develop
ment (UNCTAD), the International Labor Organiza
tion (ILO), and other org,mizations that arc based in 
Geneva. Staff and technical experts from headquarters 
supplement the work of these offices and provide 
operational linkages when the need arises. Fund staff-· 
also attend other forums, meetings, and seminars, 
such as those of the regional economic and financial 
organizations in Africa, Asia .111d the Pacific, Latin 
America and the Caribbean, and the Middle East, 
including the regional development banks. 

EXTERNAL 

The Fund and the World Bank recently cckbrated 
the fiftieth anniversary of the Brctton Woods Conkr
encc, and, since their inception, the two organizations 
have e111joyed a unique relationship. Their close affilia
tion involves joint participation in missions, atten
dance at each other's Executive Board meetings and 
seminars, joint preparation of Poli-=y Framework 
Papers, ,rnd papers on the environmcnt. Cooperation 
between these institlltions also includes the regular 
exchange of information and documents and, recently, 
the design and implementation of social policies. Fund 
staff regularly arrend ,1id coordination meetings and 
donors' conference~ held under the auspices of the 
World Bank. 

The Fund has continued its cooperative arrange
ments with the Contracting Parties concerning activi
ties of the GATf Council and several other standing 
GATf committees. In its Madrid Declaration of Octo
ber 1994, the I ntcrim Committee called for dose 
cooperation between the Fund and tl1i.: vVTO, which 
had been established under the Final Act of tl1c 
Uruguay Round and which came into existence on 
January 1, J 995. Existing arrangements for the presen
tation <>f the Fund's report at consultations of the 
GAIT Committee on Balance of Payments Restric
tions were extended to the WTO, including consult.1-
tions in the area of services. Jnfonn::il contacts between 
Fund and WTO staff have begun under tl1e guidance 
of the Executive Board, with a view to establishing a 
comprehensive framework for collaboration with the 
WTO thar builds on the existing Fund-GATf 
relationship. 

As one of the sponsoring institutions, the Fund 
continues it~ active participation in tl1c programs of 
the Joint Vienna Institute. The Joint Viemia lnstitutc 
is a cooperative venture whose purpose is to provide 
training to eccmo111ie5 in transition ro market-based 
systems. lt offers a wide variety of courses in economic 
and fim111cial management and administration for 
public ofrlcials, Lraining officers, and private sector 
executives from countries of central and eastern 
Europe, the Baltic countries, Russia, and other coun-

A N N U A L R E f> 0 RT I 9 9 ii 195 



©International Monetary Fund. Not for Redistribution

A J' P E ~ D I X I \' 

tries of the former Soviet Union, as well as from simi
lar economies in Asia. 1n adclition to the Fund, the 
other sponsors of the Joint Vienna Institute arc the 
BIS, the European Bank for Reconstruction and De
velopment (EBRO), the OECD, and the World Bank. 

An important aspect in maintaining close relations 
with other international organizations is the Managing 
Director's participation in meetings and seminars, most 
notably those of the UN, where he addressed the 
High-Level Meeting of the UN Economic and Social 
Council ( ECO SOC) in New York on June 27, I 994 
and the UN International Conference on Population 
and Development held in Cairo on September 5, 1994. 
In February ] 995, the Managing Director participated 
in the Bl$ Central Bank Governors' meeting in Basic 
and attended the meeting of the UN Administrati\'c 
Committee on Coordination (ACC) in Vienna. He 
addressed the UN World Summit for Social Develop
ment in Copenhagen on March 7, 1995 and will again 
address the High-Level Meeting of ECOSOC in 
Geneva on July 6, 199 5. 

External Relations 

Information and Pitblic Ajfafrs 
During the financial year, the role and functions of the 
Fw1d received unprecedented public scrutiny, as tht: 
fiftieth anniversary of the Bretton Woods Conference 
and accompanying events, evolving developments in 
the countries in transition, especially Russia and 
Ukraine, and the events surrounding Mexico•~ finan
cial crisis and its aftermath combined to focus global 
attention on the Fund. Questions about the fi.1rure 
role of the Fund (as defined in well-publicized reports 
such as that produced by the Brctton Woods Com
mission), 1 the campaign against the Fund and World 
Bank spearheaded by the "50 Years ls Enough" coali
tion of international nongovernmental organizations 
(NGOs), and the Fund and Bank's own commemora
tive Anniversary Conference in Madrid 2 all contrib
uted to a lively worldwide debate about the functions 
and policies of the Fund. 

To respond to these demands, th1.: Fund continued 
to enlarge its efforts to explain the work and policies 
of the institution to an ever-widening global audience. 
The Managing Director, the Deputy Managing Direc
tors, and other senior staff delivered speeches on a 
wide range of domestic, regional, and global eco
nomic issues in both national and international 

1 Brctron Woods Commission, Brcf/011 Woods: /.,Qokin.lJ to th,· 
Fumre (Washington, July 1994 ). 

2)3mcs M. Roughton and K. Sanvar l,;itccf, eds., Fifty YC1m 
After B1·etto11 Woods: 171e F11t11rc of the IMF nnd the World Bank, 
proceedings of a conference held in Madrid, Spain. Septem-
ber 29-30, 1994 (Washington: Jnrcmational l\lonetary Fund 
and World Bank, 1995). 
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forums. To complcmenr this effort, the Managing 
Direccor held press conferences for the national and 
international press, both at Fund headquarters and 
overseas; in the interests of greater openness ,1bout its 
work, fund management and senior staff gave an 
increasing number of on-the-record interviews to a 
broad spectrum of media, both print and electronic; 
and Fund staff members delivered papers and partici
pated in a wide range of conten:nces, seminars, and 
symposiums. 

The Fund's contacts with the internarional news 
media continued to expand during the year. Manage
ment and senior staff° actively developed these contacts 
through interviews, press conferences, :ind briefings to 

the press, both at headquarters and in the field, to 
explain major issues and developments. As of rhe end 
of the financial year, nearly 300 staff members had 
taken media training courses to prepare themselves for 
press relations at headquarters and abroad. 

During the financial year, the Fund also strength
ened its public affairs activities with NGOs, the U.S. 
Congress, research institutes, private businesses, labor 
unions, and universities. Economic forums, interna
tional seminars, and briefings were organized at Fund 
headquarters for the general public, visiting parliamen
tarians, labor groups, and NGO representatives. In 
addition, a seminar on economic reform in Russia and 
orher economics in transition was held in Moscow for 
80 representatives from the academic community in 
Russia and other countries or the former Soviet Union 
(a number of leading financial and economic journal
ists also anendcd as observers); and a seminar on 
structural adjustment was organized for 55 labor lead
ers and representatives of international labor groups 
from central and eastern Europe in Baden-bei Wien, 
Austria. Several special public affairs projects were 
undertaken to commemorate the fiftieth anniversary 
of the Bretton Woods Conference, including an 
exhibit mounted at the Annual Meetings site in 
Madrid and later displayed at headquarters. 

Pitblications 
The higher level and intensity of the Fund's external 
relations activity during the financial year entailed 
more cxtensive use of traditional instruments for 
informing members and the public about the Fund's 
activities and related monetary and financial issues, as 
well as the introduction of new ways of communicat
ing with a wider audienct:. The publication program 
continued to expand, and studies were initiared--on 
strategic planning for publications, optimal dissemina
tion of non-English publications, and enhanced data 
collection for order fulfillment and distribution-to 
improve efficiency and dissemination within existing 
resources. Time-series information from the Fund's 
statistical data bases continued to be made available on 
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CD-ROM or machine-readable magnetic cape, as well 
as in print, and for the first time a selection of Fund 
information was offered on the Internet (address: 
gophcr.imf.org; or, through the World Wide Web: 
gophcr://gophcr.imf.org). ln addition to publication 
in Russian of selected books and Economic Reviews, 
production began on a series of fi\'e video documcn
taric~ in Russian to provide accessible, informational 
support for the Fund's efforts to assist Russia, 
Ukraine, and other countries of the former SO\·ict 
Union in their transition to market economics. 

The publication program expanded qualicatively as 
well, with an effort to make the contents of publica
tions more timely and informative through greater 
coverage of economic developments in individual 
countries. In the 1994 An1111r,,I Repoi-t, the coverage 
of Article IV consultations with member countries was 
substantially increased to pro\'idc regional balance and 
to include summaries of economic background and 
data on member countries. Throughout 1994, the 
World Economic Oietlook, published twice a year in 
English, French, Spanish, and Arabic and made avail
able in Chinese through China Financial Publishing 
House, included increased presentation of actual data 
and projections for major economic and financial indi
cators in selected individual industrial, dcveloping, and 
transition economics. The detail and coverage.: of this 
country analysis was nirthcr augmented in the spring 
1995 World Economic Outlook exercise. In 
November 1994, the Fund launched a new publica
tion series, IMF Staff Country Reports, to make docu
mentation from its most recent Article IV 
consultations, with the member country's approval, 
available to the public. By the end of the financial 
year, 46 volumes had been issued in the series. To 
increase public awareness of fund research and analy
sis on country, policy, and systemic issues, in addition 
to the annual Catalog of Publications and ongoing 
promotional activities, an index of IMF Working 
Papers and Papers on Policy Analysis and Assessment 
was published, listing studies issued in October 1986 
through March 1995; an overview of research activi
ties of the Fund from January 1991 through Decem
ber 1993, categorized in ten subject areas, was also 
published during the year. 

In the May and October 1994 published editions 
and the April 1995 press edition, the World Eco11omic 
Otttlook devoted special an:ention to job creation and 
policies for sustained growth in the industrial coun
tries; performance lags, surges in capital flows, and 
policy challenges in the developing countries; stabi
lization, adjustmenr, disinflation, and foreign direct 
invesm1enr in rhe transition economics; global eco
nomic achievements since the Brctton Woods Confer-

encc; and the adequacy of global saving. Other vol
umes issued in the series of World Economic and 
Financial Surveys included background studies for the 
World Economic Outlook and studies of international 
capital markets (including bond marker volatility, 
hedge funds, and regulation of derivatives), issues in 
international exchange and payments systems, devel
opments in international trade policies with reference 
to completion of the Uruguay Round, official and pri
vate market financing for developing countries, and 
officially supported export credits. 

Thirteen Occasional Papers were published during 
the financial year; topics covered were non-oil com
modity prices, exchange rares and "fundamentals," the 
scope for improving the international monetary sys
tem, regional issues in sub-Saharan Africa and the 
Asia-Pacific Economic Cooperation Council, and eco
nomic developments in Poland, China, Morocco, 
Singapore, Lebanon, Uganda, Colombia, and Japan. 

The: series of Economic Reviews, established in 
1992 to report developments in countries of central 
and eastern Europe, the Baltic countries, Russia, and 
other countries of the former Soviet Union, was 
expanded in 1993 to include ocher countries; among 
this latter group in 1994 were Cambodia and Viet 
Nam. Thirteen Economic Reviews were published in 
English during the financial year; sc.:lected Economic 
Reviews continued to be issued in Russian editions. 

The Fund published seven books in English on var
ious economic and financial issues during 1994/95, 
among them the proceedings of the Fund-World 
Bank Anniversary Conference held in Madrid on 
September 29-30, 1994. In Stnjf Pflpers, the Fund's 
quarterly economic journal, the number of articles 
written by consultant-scholars, providing analytical 
perspective from outside the Fund, increased during 
the year. The IMF Survey, the bi-weekly newsletter 
summarizing Fund policies and activities and world 
dc.:vclopmt'nts related to the Fund's work, expanded 
its coverage to include interviews with senior Fund 
officials, more country articles, more detailed data on 
lending and technical assistance, and more informa
tion on the availability of Fund documents and publi
cations. The annual IMF Survey Supple111e11t 011 the 
IMF was made available in Arabic. The monthly IMF 
Memomndmn for the press continued to summarize 
key indicators from the Fund's major statistical publi
cations. During the year, Stnff News, the quarterly 
internal newsletter of Fund staff, induded stories 
about the increased invoh·cmcnt of the staff in volun
cary community service in the greater Washington, 
D.C. metropolitan area. 

A complete list of publications issued during the 
financial year appears in Table: fV.l. 
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Table TV.1 
PUBLICATIONS ISSUED, FINANCIAi. YEAR. E~DED APR.II 30, 1995 

Reports and Other Documents 
Annual Report of the E.wcutive Board for the Finrmcia/ Yem· Ended April 30, 1994 
(English, French, German, and Spanish). Free. 

&change An·angements and fa;change Restrictions, Annual lteport 1994 
$70.00 (535.00 ro full-time university fuculry members and students). 

Selected Decisions of the lnten1ntio11al Monetat)' Fimd a11d Selected Documents, Nineteenth lssue 
(English). Free. 

IMF Staff Country Reports Released to the Public Dw-ing 1994/95 

No. 94/1 Zimbabwe Recent Economic Developments 
No. 94/2 Lesotho Reccnt Economic Development~ 
No. 94/3 Togo Recent Economic Developments 
No. 94/4 Malaysia Recent Economic Devclopmems 
No. 94/5 Guinea Statistical i\Jrnex 

o. 94/6 Zambia Statistical Appendix 
No. 94/7 Bhutan Recent Economic Developments 
No. 94/8 Croatia Background Notes and Statistical Appendix 
No. 94/9 Burkina Faso Statistical Annex 
No. 94/10 El Salvador Recent Economic Developments 
No. 94/11 Mali Recent Economic Developments 
No. 94/12 St. Vincent and rhc Grenadines Recenr Economic Developments 
No. 94/13 Western Samoa Recent Economic Dcvdopments 
No. 94/14 Seychelles Statistical Annex 
No. 94/15 Ethiopia R.ecem Economic Developments 
No. 95/1 Botswana Back.ground Papers and Statistical Appendix 
No. 95/2 Costa Rica Recent Economic Developments 
No. 95/3 Cyprus Recent Economic Developments 
No. 95/4 Eritrea Recent Economic Developments 
No. 95/5 Cameroon Background Papers and Statistical Appendix 
No. 95/6 Comoros Recent Economic Developments 
No. 95/7 Kazakhstan Background! Paper and Statistical Appendix 
No. 95/8 Belgium Selected Background Issues 
No. 95/9 Cape Verde Background! Issues and Statistical Update 
No. 95/10 Fiji Recent EcoITTomic Developments 
No. 95/1 I Mongolia Background Paper 
No. 95/12 Sudan Recent Ecolflomic Developments 
No. 95/13 Colombia Recent Ecol'lomic Developments 
No. 95/14 Belize Recent Economic Developments 
No. 95/15 Suriname Recent Eco11omic Developments 
No. 95/16 Trinidad and Tobago Economic Developments and Selected Issues 
No. 95/17 Tunisia Statistical Annex 
No. 95/18 Bangladesh Statistical Appendix 
No. 95/19 Honduras Recent Economic Developments 
No. 95/20 Mauritania Recent Economic Developments 
No. 95/2J South Africa Selected Economic Issues 
No. 95/22 Switzerland Recent Economic Developments 
No. 95/23 Uzbekistan Background Paper and Statistical Appendix 
No. 95/24 Bolivia Statistical Annex 
No. 95/25 Jamaica Statistical Appendix 
No. 95/26 Norway Recent Economic Developments 
No. 95/27 Turkmenistan Background Paper and Statistical Appendix 
No. 95/28 Vanuaru Recent Economic Developments 
No. 95/29 Australia Background Material 
No. 95/30 Niger Statistical Annex 
No. 95/31 Chad Background Issues and Starisrical Update 

S15.00 each. 
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Table IV.I (continued) 

Perioclic Publications 

Balance of Payments Statistics Yearbook 
Vol. 45. A two-part yearbook. $56.00 a year. 

Direction of Trade Statistics 
Quarterly, with yearbook. $96.00 a year. $48.00 to 

full-time university faculty members and students. 
$30.00 for yearbook only. 

Government Finance Statistics Yearbook 
Vol. 18, 1994 (Introduction and titles of lines in 
English, French, and Spanish). $54.00. 

International Financial Statistics 
Monthly, witl, yearbook ( English, French, and 
Spanish) $218.00 a year. $109.00 to full-time 
university faculty members and students. $50.00 for 
yearbook only. 

Staff Papers 
Four times a year. $50.00 a year. $25.00 to full-time 
university faculty members and students. 

The five publications listed above may be obtained at 
a special rate ofS330.00 ($165.00 to full-time univer
sity faculty members and students). Magnetic tape 
subscriptions to Balance of Payments Statistics Year
book, Direction of Trade Statistics, Government Finance 
Statistics Yearbook, and ]ntemationn.l Financial Statis
tics are also available. International Financial Statistics 
is also available on CD-ROM. Price information is 
available on request. 

The IMF Committee on Balance of Payments Statistics, 
Annual Repoi't, 1994. 

Finance and Development 
Issued jointly witl, the World Bank; quarterly 
(English, Arabic, Chinese, French, German, 
Portuguese, and Spanish). Free. 
Airspeed delivery, $20.00. 

IMF Survey 
Twice monthly, but only once in December (English, 
French, and Spanish). Private firms and individuals arc 
charged at an annual rate of $79 .00. 

Occasional Papers 

No. 112. The Beha1,ior of Non-Oil Commodity Prices 
By Eduardo Borensztein, Mohsin S. Khan, 
Carmen M. Reinhart, and Peter Wickham. 

No. 113. Poland: The Path to a Market Economy 
By Liam P. Ebrill, Ajai Chopra, Charalambos 
Christofides, Paul Mylonas, Inci Otker, and 
Gerd Schwartz. 

No. 114. Economic Reform in China: A Nell/ Phase 
By Wanda Tseng, Hoe Ee Khor, Kalpana Kochhar, 
Dubravko Mihaljek, and David Burt0n. 

No. I I 5. Exchange Rates and Economic 
Fundamentals: A Framework for Analysis 
By Peter B. Clark, Leonardo Bartolin.i, 
Tamim Bayoumi, and Steven Symanst..,,. 

No. 116. Improving the International Moneta1J' 
System: Constraints and Possibilities 
By Michael Mussa, Morris Goldstein, Peter B. Clark, 
Donald J. Mathieson, and Tamim Bayoumi. 

No. 117. Resilience and Growth Through Sustained 
Adjustment: The M01·occan Experience 
By Saleh M. NsouJi, Sena Eken, Klaus Enders, 
Van-Can Thai, Jorg Decressi.n, and Filippo Cartiglia, 
with Janet Bungay. 

No. 118. Sub-Saharan Ajhca: Gro1vth, Sa11ings, 
and Investment 
By Michael T. Hadjimichael, Dhaneshwar Ghura, 
Martin Miihleisen, Roger ord, and E. Murat Uc;er. 

No. 119. Singn.po1·e: A Case Study in Rapid 
Development 
Edited by Kenneth Berrnson. 

No. 120. Economic Dislocation and Reco1,ery• 
in Lebanon 
By Sena Eken, Paul Cashin, S. Nuri Erbas, 
Jose Martelino, and Adnan Mazarei. 

o. 121. Uganda: Adjustment with G1·oivth, 1987-94 
By Robert L. Sharer, Hema R. De Zoysa, and 
Calvin A. McDonald. 

o. 122. Capital Flows in the APEC Region 
Edited by Mohsin S. Khan and 
Carmen M. Reinhart. 

No. 123. Comprehensi11e Tax Reform: 
1he Colombian Experience 
Ed.ired by Parthasarathi Shomc. 

No. 124. Saving Beha11ior and the Asset Price "Bubble" 
in Japan: Analytical Studies 
Edited by Ulrich Baumgartner and Guy Meredith. 

Occasional Papers Nos. 80-86 arc available for $10.00 
each, with a special price of$7.50 each to full-time 
university faculty members and students, and 
Nos. 87-124 are $15.00 each, with a special p1icc 
of $12.00 each to full-time university faculty mem· 
bers and students. 

World Economic and Financial Surveys 

World Economic 0Htlook: A S1m1ey by the Staff 
of the International Moneta1y Fund 
Twice a year (May and October) (Arabic, English, 
French, and Spanish). 
$34.00 ($23.00 tO ti.ill-time university faculty 
members and students). 
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Table IV. I ( continued) 

International Capital Markets: De11elop111ents, 
Prospects, and Policy Jsmes 
By a staff team led by Morris Goldstein 
and David Folkerts-LandaLJ. 
$20.00 ($12.00 to foll-time university focLJlty 
members and students). 

Issues in International Exchange n11d Payments Systems 
By a staff ream from the Monetary and Exchange 
AA-airs Deparm,enr. 
$20.00 ($12.00 ro full-time university faculty mem· 
bers and students). 

lntemati1mal Tm.de Policies: The Uruguay Round 
and Beyond 
Vol. I. Principal Issues 
By a staff team led by Naheed Kirmani. 
$20.00 ($12.00 co foll-time LJniversity faculty 
members and students). 

11/ternationa/ Trade Policies: 711e Untgua,, R.01md 
and Beyond 
Vol. ff. Backgro1111d Papers 
By a staff ream led by Na heed K.innani. 
$20.00 ($12.00 to foll-time university faculty mem· 
bcrs and snidents). 

Officially Snpporrcd fa:port Credits: 
Recent Developments and Prospects 
By i\lichael G. KLJhn, Balazs Horvath, 
and Christopher J. Jarvis. 
$20.00 (Sl2.00 to foll-time university faculty 
members and students). 

Private Market Finaucingfor DeJJeloping Countries 
By a staff ream in the Policy Development and Review 
Department. 
$20.00 ($12.00 to foll-time Lmiversity faculty 
members and students). 

Books 
Approaches to Exchange Rate Policy 
Edited by Richard C. Barth and Chorng-Huey Wong. 
$22.00 ($20.00 to foll-time university faculty 
members and students). 

Central Banking Technical Assistance 
to Countries in Transition 
Edited by J.B. Zulu, Ian S. McCarthy, Susana 
Almuiiia, and Gabriel Sensenbrenner. 
$16.50. 

Coordinating Stabilization and Strncw.ml Reform 
Edited by Richard C. Barth, Alan R. Coe, and 
Chorng-Huey Wong. 
S22.00 (S20.00 to foll-time university faculty mem
bers and students). 
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Fifty Term After Bretton Woods: The Future oft/Jc IMF 
and the Wovld Bauk 
Edited by James M. Boughton and K. Sarwar Lateef. 
$21.00. 

Fiwmcin./ Policies n111{ Capital Mnrkcts iu Amb 
Co1111tries 
Edited by Said El-Naggar. 
Sl 5.00. 

Fra11ii11101-ks f(lr M onctary Stability: Policy Issues and 
Conntry £ypericnces 
Edited by Tomas J .T. Baliiio and Carlo Cottarelli. 
$35.00. 

The Payment S,\•ste111: Design, 1\ilmwgeme11t, 
and Supcn1isio11 (Russian) 
Edited by Bruce J. Summers. 
$22.50. 

Tnx Policy Handbook 
Edited by Parthasarathi Shomc. 
$25.00. 

IMF Economic Reviews: 1993-Russian 
No. 1. Armenia 
No. 3. Azerbaijan 
No. 5. Kazakhstan 
No. 6. Latvia 
No. 7. Lithuania 
No. 9. Georgia 
No. 11. Belarus 
No. 12. Kyrgyz Republic 

lMF Economic Reviews: 1994 
No. I. Financial Relation~ Among Countries of the 
Former Soviet Union (RLJssian) 
No. 2. Tradi.: Poliq• Reform in rhc Countries of the 
Former Soviet Union (Russian) 
No. 4. Uzbekistan (Russian) 
No. 5. Albania (English) 
No. 6. Litlrnania (English) 
No. 7. Estonia (English and Russian) 
No. 8. Cambodia (English) 
No. 9. Azerbaijan (English and Russian) 
No. 10. Latvia (English) 
No. l 1. Belarus (English) 
No. 12. Moldova (English) 
No. 13. Viet Nam (English) 
No. 14. Tajikistan (English and Russian) 
No. 15. Georgia (English) 
No. 16. Russian Federation (English and Russian) 
No. 17. Ukraine (English and Russian) 

Sl5.00 each. 
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Tabk lV.l (conclttded) 

Pamphlets 
No. 45. Fi11ancial Organization and Operations 
of the IMF 
By the Treasurer's Department. Third edition 
(French, Spanish, Russian). Free. 

No. 47. Social Dimensions of the !MPs Policy Dialogue 
By the Fiscal Affairs and Policy Development 
and Review Departments 
(English). Free. 

Booklets 
The Baltic States in Tramition 
By John M. Starrels (Russian). Free. 

Copies of the Fund's publications may be obtained 
from Publication Services, International Monetary 
Fund, 700 19th Street, N.W., Washington, 
D.C. 20431, U.S.A. 

Telephone: (202) 623-7430 
Telefax: (202) 623-720 l 
Internet: publications@imf.org. 

The IMF tit Fifty: Facing the Challenges Ahead 
By Mkhcl Camdessus (English, French, Spanish). 
Free. 

l1v!F Working Pape1·s and Papers on PolicJ' Analysis 
and Assessment: October 1986-Mai-ch 1995 (English). 
Free. 

Research ActiPities of the Intemational Monetary Amd: 
January 1991-Dccember 1993 (English). Free. 

Pacific Island IMF Member Countries: Recent 
Economic De11elop111cnts and Medittm· Term 
Prospects 
By Christopher Browne (English). Free. 

Additional information about the Fund and its 
publications is available on the Internet (address: 
gopher.imf.org; or, through the World Wide Web: 
gopher:/ /gophcr.imf.org). 
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PRINCIPAL POLICY DECISIONS 
OF THE EXECUTIVE BOARD 

A. Surveillance over Exchange Rate 
Policies-Review and Amendment 
of 1977 Document 
The Executive Board has reviewed the documenc 
entitled "Survcill:rnce over Exchange Rare Policies" 
a,rached to Decision 1o. 5392-(77 /63), 1 adopted 
April 29, I 977, as amended, as required by para
graph 2 of chat decision. In light of this review, it 
decides d1ar paragraphs 2 and 3 of d1e section en tided 
"Principles of Fund Surveillance over Exchange Rate 
Policies" shall read as follows: 

2. In its stu-Yeillance of the observance by members of 
the principles set forth above, the Fund shall consider the 
following de,·dopments as among those which might 
indicate the need for discussion with a member: 

(i) protracted large-scale intervention in one 
direction in the exchange marker; 

(ii) an unsustainable level of official or quasi-offi
cial borrowing, or excessive and prolonged short-term 
official or quasi-official lending, for balance of payments 
purposes; 

(iii) (a) the introduction, substantial intensifica
tion, or prolonged maintenance, for balance of payments 
purposes, of restrictions on, or incentives for, current 
transactions or payments, or 

(b) the introduction or substantial modifica
tion for balance of payments purposes of restrictions on, 
or incentives for, the inflow or outflow of capital; 

(iv) the pursuit, for balance of payments purposes, 
of moncra,y and other domestic financial policies char 
provide abnormal encouragement or discouragement to 

capital flows; 
(v) behavior ofrhc exchangc rate that appears ro 

be unrelated ro underlying cconomic and financial condi· 
tions including factors affecting competitiveness and 
long-term capital movements; and 

(vi) unsustainable tlows ofpri\'atc capital. 
3. The Fund's appraisal or a member's exchange rate 

policies shall be based on an evaluation of the develop
ment~ in the member's balance ofpa)'mems, including 

1Sec Selected Dcrisiom, Nineteenth Issue ()um: 30, 1994), 
pat;cs 8-13. 
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the size and sustainability of capital tlows, against the 
background of its reserve position and its external indcbt· 
edncss. This appraisal shall be made within the framework 
of a comprehensive analysis of the general economic siru
arion and economic policy srrategy ofrhe member, and 
shall recognize that domestic as well as external policies 
can contribute to timely adjustment of the balance of 
payments. The appraisal shall rake into account the exrenr 
to which rhe policies ofrhe member, including its 
exchange rate policies, serve the objectives of the contin
uing development of the orderly underlying condirion~ 
char are necessary for tinancial stability, the promotion of 
sustained sound economic growth, and reasonable levels 
of employment. 

The next review ofrhc documenr sh:,ll be conducted 
no larer than September 15, 1996. 

Decision No. 10950-(95/37) 
April 10, 1995 

B. Access Policy-Guidelines on Access 
Limits-Review 

l. Pursuant to Decision No. 10181-(92/132), 2 

adopted November 3, 1992, the Fund has reviewed 
the guidelines :ind the limits for access to the Fund's 
general resources under the credit tranches and the 
extended Fund facility, :ind decides that during a 
period of three years from October 24, 1994, the 
annual access limit shall be increased from 68 percent 
of quota to 100 percent of quota. Accordingly, during 
that period, the Fund may approve outright purchases 
in the credit tranches and stand-by or extended 
arrangements for up to a total annual amount of 
purchases of l 00 percent of quota. During that 
period, the other provisions of Decision No. 10181-
(92/ 132) will continue to apply. 

2. This decision shall be reviewed annually, at 
the time of the reviews presc1ibed by Decision 

lo. 10181-(92/132). 

Decisio11 No. 10819-(94/95) 
October 24, 1994 

2 Jbid., pages 185-86. 
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C. Compensatory and Contingency 
Financing Facility-Compensatory 
Financing of Fluctuations in Cost 
of Cereal Imports-Extension 
Paragraph 2 3 of Section IV of the Decision on the 
Compensatory and Contingency Financing Facility 
(Decision No. 8955-(88/126)? adopted August 23, 
1988, as amended), shall be amended to read as 
follows: 

Until January 13, I 996, the fund will be prepared to 

extend finan.:ial as,i~tmKc subje.:t to the provisions of this 
Dcci~ion LO members that cncol1ntcr a balwcc or pay
ments difficulty produced by an excess in the cost or their 
cereal imports. 

Decision No. 10725-(94/58) 
June 24, 1994 

D. Operational Budget-Review of 
Guidelines for Allocation of Currencies 
The Fund has reviewed the guidelines for the use of 
currencies under the Fund's operational budget 
approved by Dccision No. 10279-(93/19)/ adopted 
February 10, 1993, and decides that thev remain 
appropriate. These guidelines will be reviewed again 
by the Fund not later than December 31, 1996. 

Decision No. 10904-(95/13) 
Fcbruru:v 6, 1995 

E. Official Clearing and Payments 
Arrangements-Temporary Exemption 
from Three-Month Rule 
Pending completion of the forthcoming review of the 
jurisdictional aspects of official clearing and payments 
arrangements, the Fund shall not object to the main
tenance in existing official clearing or payments 
arrangements of settlement provisions that do nor 
require the scttlcmcnt of balanccs at least as frequcntly 
as every three months if such provisions were in force 
before Jul}' l, 1994. 

Decis/011 No. 10749-(94/67) 
July 20, 1994 

F. Fund's Income Position 

(a) Rate of Charge as of November 1, 1994; 
and Retroactive Reditction of Rate of Charge 
for FY 1995 and Increase in Net Income 
Target for FY 1996 
Effective November 1, 1994, the proportion of the;: rate 
of charge under Rule I-6(4)(a) shall be ll2.0 percent. 
Net income for financial year (FY) 1995 in excess of 5 
percent of the Fund's reservcs at the beginning of the 

·'!hid., pagn 128-55. 
4 lbid., pagts 199-200. 

year shall be used first to rcducc retroactively the pro
portion oftl1e rate ofcha.rge under Rule I-6(4)(a) for 
the period May 1, 1994 to October 31, 1994 co the 
extent possible but not bdow 112.0 percent. Any 
remaining amount of net income at the end of 
FY l 995 in exccss of the target amount shall be used co 
reduce further the proportion effective May l, 1994. If 
net income for FY 1995 is bclO\\' tl1e target amount for 
that year, the net income target for FY 1996 shall be 
increased by the equivalent of that shortfall. 

Decision No. 10850-(94/107) 
Dcmnber 9, 1994 

(b) Disposition of Net Income for FY 1995 
Thc Fund's net income for financial year 1995 of 
SDR85,073,615 shall be placed ro the Special 
Reserve afi:er the end of the fo1ancial year. 

Decision No. 10957-(95/40) 
Ap,-il 14, I 995 

(c) Net Inco·me Ta1;get and Rate of Cha1;ge 
on Use of Fund Resources for FY 1996 

l. The target amount of net income for financial 
year 1996 shall be 5 percent of the Fund's reserves at 
the beginning of th<: financial year. 

2. Effective May 1, 1995, the proportion of the 
rate of charge referred to in Rule 1-6(4) to chc SOR 
interesr rate under Ruic T-1 shall be 102.5 percent. 

3. Any net income for financial year 1996 in excess 
of the target amount of net income of 5 percent of the 
Fund's reserves at the beginning of that financial year 
shall be used to reduce retroactively the proportion of 
the rate ofchargc to the SDR interest rate for financial 
year 1996. lf net income for financial year 1996 is 
below the target ammrnt for that ycar, the net income 
target for financial year 1997 shall be increased by the 
equivalent of that shortfall. 

Decision No. 10962-(95/41) 
April 19, 1995 

G. Stand-By and Extended Arrangements 
Approved During 1988-91-Review 
of Experience 

1. Pursuant to Decision No. 9790-(91/106), 5 

adopted July 31, 1991, the Fund has rcv.icwed the 
experience with rcccnt programs supported by the 
sr-.md-by and extended arrangcmcnts and decides that 
the guidelines on conditionality will remain in force in 
the present circumstanc<:s. 

2. The Fund dccicks to postpone until an appropri
ate time the r<:view of the provisions of the extended 
Fund facility envisagcd in Section 3 of Decision 
No. 9790-(91/ 106 ). 

:%id., pases 102-103. 
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3. The Fund will again review the experience with 
programs supported by stand-by and extended 
arrangements at m appropriate time pursuant to para
graph 12 of the gujdclines on condirionality. 

Dccisi011 No. 10723-(94/58) 
]1111c 30, 1994 

H. Increase in Quotas of Members 

(a) Periods for Consent to and Payment f01-· 
Increases in Q;totas Under Ninth Gene·ml 
Review-Extension 

l. Pursuant to Paragraph 4 of the Resolution of 
the Bo,1rd of Governors No. 45-2, "Increases in Quo
tas of Members-Ninth General Review," the Execu
tive Board decides that notices in accordance with 
Paragraph 2 of that Resolution must be received in 
the Fund before 6:00 p.111., Washington time, on 
June 30, 1995. 

2. Pursuant to Paragraph 5 of the Board of Gover
nors Resolution 45-2, the Executive Board decides 
that each member shall pay co the Fund the increase in 
its quota under rhe Ninrh Review within 961 days 
after the lacer of (a) the dare on which it norifies the 
Fund of its consenr or (b) 1 ovember 11, 1992. 

Decision No. 10872-(95/1) 
Dece,nber 23, 1994 

(b) Tenth General Review of QJ1-otas-Report 
to Board of Governors and Proposed Resolution 

I. Article 111, Section 2(a) of the Articles of Agree
ment provides that "l t Jhe Board of Governors shall at 
intervals of nor more than five >'ears conduct a general 
review, and ifit deems it appropriate propose an 
adjustment, of the quotas of the members." This 
Report and the attached Resolution on the Tenth 
General Review of Quotas are submitted to the Board 
of Governors in accordance wid, Article III, Section 2. 

2. The five-year period prescribed by Article Ill, 
Section 2(a) for the Tenth General Review of Quotas 
ended on March 31, 1993, five years from the date 
on which the Ninth General Review ofQuoras should 
have been concluded. As the Tend1 General Review 
was not completed by March 31, 1993, die Board 
of Governors decided to continue its review of 
quotas under the Tenth General Review (Resolu-
tion o. 48-3, 6 adopted April 14, 1993). That Reso
lution was as follows: 

RESOLVED: 

That the Board of Governors, having noted the report 
of the Executive Board entitled Increases in Quotas of 
Members-Tenth General Review, hereby resolves to 

•Ibid., page 502. 
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.:onrinue it~ review under Article Ill, Section 2(a) and 
requests the Executive Board to complete its work on this 
matter and to submit a report together with appropriate 
proposals to the Board of Governors not later than 
December 31, 1994. 

3. The Executive Board established a Committee 
of the Whole on the Tenth General Review of Quotas 
on i\farch 31, 1992 in accordance with Ruic 0-3. The 
Committee met on March 18, 1994 and on Decem
ber 12, 1994. The Committee undertook a substan
tive review of d,e issues relating to the Tcnd1 Review 
including a review of the quota formulas, as called for 
in the Executive Board's report to die Board of Gov• 
ernors on the Ninth Review. 

4. The Exccurivc Board reviewed the working of 
the quota formulas and the results of quota calcula
rions based on the present five formulas and updated 
economic data for members through 1990. The Exec
utive Board noted chat die results of the quota formu
las purport to give a reasonably comprehensive 
measure of the relative economic size of member 
countries, and the Executive Board is of the view d1at 
the quota formulas are broadly working as intended. 
However, in connection wid1 its work in connection 
with the Eleventh General Review, the Executive 
Board intends to examine further the extent to which 
a number of cou11tries have actual quota shares that 
remain substantially out ofline with their shares in the 
total of calculated quotas, issues relating to the long
run decline in the share of developing countries in d1e 
total of Fund quotas, the use of population and other 
variables in the quota formulas, and a review of the 
methodology employed in calculating quotas for the 
successor states of the former Soviet Union. 

5. In connection with its work on d,e Tenth Gen
eral Review, the Executive Board has considered d,e 
adequacy of the quotas of members in the Fund. The 
Executive Board is of the view d1at the overall size of 
the Fund is for d1c time being broadly sufficient to 
enable the Fund to promote effectively its purposes 
and to fulfill its central role in the international mone
tary system. ln coming to this conclusion, the Execu
tive Board noted that d,c increase in quotas UJ1der the 
Ninth General Review, which came into effect in late 
1992, provided the Fund with substantial usable 
resources. Furthermore, the recent increase in access 
limits to d1e Fund's resources over the next d1rec 
years, the establishment of the systemic transformation 
facility in April 1993, and the possible extension, witb 
augmented access, of that facility, as well as the possi
ble development of furd,er facilities, would enable the 
Fund to meet members' needs for balance of pay
ments assistance in d,e period ahead. The Executive 
Board also noted that the recent extension and 
enlargement of the enhanced structural adjustment 
facility will be of increased benefit to the Fund's low-
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income developing countries over the next few years. 
The Executive Board expressed its view that the Fund 
is at present relatively well-positioned to met:t a 
prospective substantial dcmand fr1r its resow·ces over 
the next three vcars. Nevertheless, the Fund's liquidity 
position is exp~cred to decline OYer the next few years 
from its currenrly strong position. Furthermore, con
siderable uncertainties can be expected as regards the 
supply of usable resources, whjch depends on the con
tinued relati,·c srrcngdi in the balance of payments 
and reserve positions of mainly die industrial coun
tries in die Fund. The continucd adequacy of mem
bers' quotas, including the Fund's liquidity position, 
will be closely monitored by the Executive.: Board in 
the period ahcad. 

6. In view of the foregoing considerations, it is 
recommended that the work on die Tcndi Review be 
concluded and that the Board of Governors adopt the 
Resolution set forth in the attachment to this report. 

Attachment 
Proposed Resoltttion of the Board of Gove1·nm·s 

The Board of Governors, having noted tlie Report of 
die Executive Board entitled Tenth General R.tilliew of 
Qpotas-Co1nplction of Re11icn1 Undc1· Article III, 
Section 2, 

RESOLVED: 
That the Tenth General Review ofQuoras is 

hereby completed and requests rhe Executive Board ro 
continue its work on quotas in connection wirn tlie 
Eleventh General Review of Quotas, as indicated in its 
report entitled Tenth General R1n1ieJ11 of Qpotas
Completion of R._e11ieJJ1 Under Article 111, Sectio11 2. 

Board ofGm1en101·s Resolution No. 50-1 
January 17, 1995 

I. Systemic Transformation Facility 

(a) Amendments 
Paragraph 4(a) oftlie Decision on the Systemic Trans
formation Facility (Decision No. 10348-(93/61) 
STF,7 .,dopted April 23, 1993) is amended by deleting 
"12 months" and replacing it with "18 months." 

Decision N(}. 10760-(94/71) STF 
July 29, 1994 

In the Decision on the Systemic Transforrnarion 
Facility (Decision No. 10348-(93/61) STF, adopted 
April 23, 1993, as amended), paragraphs I (a) and 
11 are a1m:ndcd by deleting the rctcrences ro 

'Ibid., pages 177-8 l. 

"Decembcr 31, 1994" and by replacing them with 
"April 30, 1995." 

Decision No. 10855-(94/109) STF 
December 14, 1994 

(b) Fut11,re 
The period of the systc1nic transformation facility is 
not extended. In accordance widi the terms of die 
decision establishing tlus facility, tlie period wirnin 
which a member mav make a first purchase will expire 
on April 30, 1995. Witli respect to members that will 
have only made their first purchase by April 30, 1995, 
the period during which they may make meir second 
purchase will expire on December 31, 1995. 

Decision No. 10961-(95/41) STF 
April 19, 1995 

J. Establishment of a Framework 
Administered Acconnt for TechnicaJ 
Assistance Activities 

l. Pursuant to Article V, Section 2(6), the Fund 
adopts the Instrument to ..:stablish an account for the 
administration by the Fund of resources to be con
tributed by: (i) gov..:rnments or other official agencies 
of countries and (ii) intergovernmental organizations, 
in Kcordance with the tcrms and conditions of the 
Instrument set forth in die Anncx [co the staff paper]. 

2. The provisions of the Instrument may only be 
amended by a decision of the Fund and with the con
currence of the contributors that are finam:ing activi
ties through the account at the time of such decision. 

Decisi<m No. 10942-(95/33) 
Ap1·il 3, 1995 

Annex 
I nstrnmem for a FrameivM·k Administend Acc01mt 

fo1· Technical Assistance Activities 

To help fulfill its purposes, the Lnternational Monetary 
Fund (the "Fund") has adopted this Instrument to 

establish an account in accordance with Article V, Sec
tion 2(b) which shall be governcd by, an<l administered 
in accordance with, the provisions of this Instrument. 

I. The Fund hereby establishes an account ( the 
"Framework Accmmt") for me purpose of the admin
istration of resources to be contributed by: (i) govern
ments or other official agencies of countries and (ii) 
intergovernmental organizations ("Donors"), in order 
to finance technical assistance activities of the Fund. 

2. The resources contributed by Donors to rhc 
Framework Account shall be in the form of grams 
and may be used by the Fund for technical assistance 
acti\'ities consistent wirn its purposes in accordance 
with the procedure specified in paragraph 3 of tliis 
Instrumenr. 
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3. The financing of technical assistance activities 
shaJI be impkmented through the establishment and 
operation of subaccoums within the Framework 
Account. Tht'. establishment of a subaccount shall be 
subject to prior appro\'al bv the Fund, upon the rec
ommendation of the Managing Director. When rec
ommending approval of the establishment of a 
subaccount, the Managing Director shall specify the 
essential terms of the understandings that have been 
reached between the Donor and the Managing Direc
tor regarding (i) the nature, design, and implementa
tion of the technical assistance activities to be financed 
from the subaccount in question and (ii) the method 
by which the costs of the tt:chnical assistance activities 
will be financed from resources contributed to the 
subaccount by the Donor. Following the establish
ment of a subaccount, the Fund shall be authorized to 
use the resourn:s in the subaccount in accordance 
with the understandings reached between the Donor 
and the Managing Director. 

4. Costs charged to a subaccount of the Frame
work Accounc as a result of costs incurred by the Fund 
in the performance of technical assistance activities 
shall be based on standard costs as determined by the 
Fund, unless otherwise agreed between the Fund and 
the Donor. A subaccounr shall also be charged an 
amount equivalent to a percentage of such costs so as 
to help cover the expenses incurred by the Fund in the 
administration of the technical assistance activities 
financed from the subaccount in question. 

5. Resources in a subaccount may be used to make 
disbursements to the Fund's General Resources 
Account as required to reimbmse the Fund for expen
ditures incurred b)' the Fund on account of any tech
nical assistance activity financt:d b)' resources from 
such subaccount. 

6. All transactions and operations of the Fr:in1e
work Account shall be denomi11ated in U.S. dollars. 

7. Resources held in a subaccount of the Frame
work Account pending disbursement shall be invested 
at the discretion of the Managing Director. Earnings 
net of any costs associated with such investments shall 
accrue to the subaccounr and shall be available for the 
purposes of the subaccount. 

8. Subject to the requirement of Fund approval 
specified in paragraph 3, the Managing Director is 
authorized (i) to make all arrangements, including 
establishment of accounts in the name of tl,e Fund, as 
he deems necessary to carry out the operations of the 
Framework Account; and (ii) to take all other mea
sures he deems necessary to implement the provisions 
of this Instrument. 

9. Assets held in the Framework AccOLmt shall be 
accounted for separately from the assets .md property 
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of ocher accOLmts ot~ or administered by, the Fw,d. 
The assets and property held in such other accounts 
shall not bt: used to discharge or meet any liabilities, 
obligations, or losses of tl,e Fund incurred in tl,e 
administration of the Framework Account nor shall 
the assets of the Framework Account be used to dis
charge or meet any liabilities, obligations, or losses 
incurred by the Fund in the administration of such 
otl,er accounts. The assets and property held in each 
subaccount of the Framework Accounr shall not be 
used to discharge or meet any liabilities, obligations, 
or losses of tl,e Fund incurred in the administration of 
any other subaccount of tl,e Framework Account. 

10. (a) The Fund shall maintain separate financial 
records and prepare separate financial statements for 
the Framework Account. Such records and statements, 
which shall include a breakdown with respect to each 
subaccount, will be maintained in accordance with 
generally accepted accounting principles. The financial 
statements for t11e Framework Account shall be 
expressed in U.S. dollars. Each Donor shall receive 
annually, or more often if agreed, a report on expendi
rurcs from that Donor's contributions ro t11e Framt:
work Account and a review of the activities financed 
by that Donor through the Framework Account. 

( b) The External Audit Committee selected 
under Section 20 of the Fund's By-Laws shall audit 
the operations and transactions conducted through 
the Framework Account. The audit shall relate to the 
financial year of the Fund. 

( c) The Fund shall report on the position of 
the Framework Account, including a breakdown with 
respect to each subaccount, in the Annual Report of 
the Executive Board tO the Board of Governors and 
shall Lncl ude in that Annual Repo1·t t11e report of d1e 
External Audit Committee on the Framework Account. 

11. Subject to the provisions of t11is Instrument, 
the Fund, in administering the Framework Accotmt, 
shall apply, mutatis mutandis, the same rules and pro
cedures as apply to the operation of the General 
Resources Account of the Fund. 

12. The Framework Account or any subaccount 
thereof may be terminated by the Fund at any time; 
the termination of the Framework Account shall termi
nate each subaccount t11ereof. A subaccount mav also 
be terminated by the Donor of the resources to the 
subaccount. Termination shall be effective on the date 
that the Fund or t11e Donor, as the case may be, 
receives notice of termination, or such later date, if any, 
as may be specified in the notice of termination. Any 
balances, net of the amounts of continuing liabilities 
and commitments under the activities financed, that 
may remain in a subaccount upon its termination shall 
be transferred promptly to tl,e contributing Donor. 
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PRESS CO.MNlUNIQUES 
OF THE INTERIM COMMITTEE 

AND THE DEVELOPMENT COMMITTEE 

Interim Committee of the Board of Governors 
on the International Monetary System 

P R E S S C O M i\l U N l Q U E S 

Forty-Third Meeting, Madrid, Spain, 
October 2, 1994 

1. The Interim Commim:e of the Board of Gover
nors of the International Monetary Fund held its 
forty-third meeting in Madi-id, Spain, on October 2, 
1994, under the chairmanship of Mr. Philippe 
Maystadt, Minister of Finance of Belgium. 

2. Meeting at a time of encouraging developments 
in the world economy, the Committee focused on the 
policies required ro sustain a noninflationary expan
sion, reduce unemployment, and raise living standards 
worldwide. lt recalled the contribution of policy coop
eration co global economic progress in the fifty years 
since the Bretton Woods Agreement, and reaffirmed 
the growing import,mce of such cooperation iJ1 a 
highly integrated global economy. ln tl1-is spirit, the 
Committee adopted the attached declaration on coop
eration to strengthrn the global t:xpansion. 

3. In order to complt:ment and support this strat
egy for durable growth, the 1nterim Committi:e con
sidered several measures to strengthen the Fund's 
financial assistance to member countries. 

With regard to access to IMF resources, the Com
mittee considered a proposal for a temporary increase 
in annual access limits from 68 percent to at least 85 
percent of quota. Committee members recommended 
that the Executive Board further consider this pro
posal with a view to its early adoption. 

The Committee had a broad-ranging exchange of 
views with regard to the proposal to extend the sys
temic transformation facility with increased acce~. 
The Committee also had a broad-ranging exchange of 
views relating to proposals for allocation of special 
drawing rights. Committee members requested the 
Chairman to conduct further consultations and to caU 

a meeting of the Committee when he judges that the 
prospects for resolution of these issues arc favorable. 

4. The Committee requests the Executive Board 
to accelerate its consideration of issues relating to the 
distribution among member countries of the cost of 
operating the Fund with a view to ensuring a more 
effective and equitable mechanism. 

5. The Committee recognizes the special m.:eds 
and problems of countries emerging from economic 
and political disruption and also of the poorest, most 
indebted countries, and requests the Executive Board 
to examine proposals in these areas. 

6. The Committee attaches great importance to 

the ongoing cA-ort to enhance the Fund's role in the 
international moncta1y system and its ability to serve 
its member countries. The Committee requests the 
Executive.: Board to pursue its work on strengthening 
Fund surveillance, as the central clement of the Fund's 
contribution to bettcr economic policies and more 
effective cooperation, ru,d to continue its work on 
capital markets. With that objective in mind, the 
Committee requests for its Spring meeting a report on 
the methodological aspects of multilateral surveillru1ee. 
Commircee members affirmed their intention to rein
force rhe Committee's role in the process of policy 
cooperation and coordination, having particulru·ly in 
mind the medium-tern, strategy. 

Interim C01nmittee Decla1·ation 
on Cooperation to Strengthen 
the Global R-cpansion 

l. The immediate prospects for economic growth 
in the world economy arc bercer than they have b.:cn 
at any time in this decade. But serious policr chal
lenges remain. For the industrial countries the most 
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important are to sustain economic growth, reduce 
unemployment, and prevent a resurgence ofinfhtion. 
Growth in the developing countries (and in particular, 
in the poorest countries) must be.: maintained and 
extended. The economies in transition must be inn:
grared into the.: international economy and st:r firmly 
on tht: path of sustainable growth. 

2. The planned entry into force of the Uruguay 
Round trade agreement:, on Janua~• 1, 1995, will 
enhance world economic prospects by deepening 
global economic integration. The Commim:c urges 
ratification of the agre1.:mrnts without delay, and calls 
for action to sustain rhe impetus of trade liberalization 
and for close cooperation between the Fund and the 
proposed vVTO. The Committee also welcomes the 
growing rn.:nd toward currency convertibiliry and 
cncourages member countries ro remove impediments 
to the free flow of capital. 

3. The ren:nr success of many de,·cloping 
economics illustrates once asrain the validity of a strat
i:gy based on :,read fast implementation of strong pro
gram:, of macroeconomic adjustment ,md structural 
ri:form. Thi: Committee urges other countries to fol
low a similar bold strategy for sustained economic 
growth and domestic and external financial stability. 
Such efforts by developing countries must be sup
ported by a global environment characterized by 
improved access to inJustrial country markets and 
timely financial support on appropriate terms, includ
ing a flexible approach co official bilateral debt reduc
tion for low-income countries, in the context of 
strong policies. 

4. The impressive turnaround in several economics 
in rransition also ancsts ro the benefits of macroeco
nomic discipline and strucn1ral reforms. The Commit
tee urges all other economics in transition to be 
bolder in their approaches ro stabilization and reform. 
Experience has dcmonsu·atcd rhe cenu·al importance 
of early fiscal reforms and firm moni:tary discipline in 
the early stages of the transformation process to 

achieve financial stability. This nceds to be accompa
nied by institution building, p1ice and external sector 
liberalization, enterprise restructuring and privariza
rion, and financial sector reform. Social safety nets that 
arc well targeted and cost efficient arc also necessary, 
to alleviate the adverse impact of higher open unem
ployment. As in the case of developing countries, the 
Committee recognizi:s the importance of a supportive 
i11ternatio1ul environment. 

5. The impro\'ed economic outlook for rh, indus
trial countries crcat,s an opportunity for rhcm ro 
strengthen growth and reduce unemployment, while 
safeguarding the.: progress coward p1ice stability. The 
Commit1:ee atraches particular imporrance to the fol
lowing three clements of a common strategy. 
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• Structural reforms ro eliminate impediments to 
sustained growth, including steps to dismantle non tar
iff trade barriers and to ensure rl,e long-term financial 
viability of health care and public pension systems. The 
Committee notes that problems of long-term unem
ployment and lack of jobs for young and unskilled per
sons should be addressed by efforts to improve 
education and training and by fundamental labor mar
ker reforms to reduce disincentives to employment. 

• A strrngthening of fiscal wnsolidation efforts in 
l 995 and beyond as part of a medium-term strategy ro 
significantly reduce facal deficits beyond the i:ffccts of 
cyclic;1) recovery, and cur debt-to-GDP ratios, thereby 
facilitating lower real interest rates. The Committee 
note~ in particular that countries with especially serious 
fiscal problems must not delay major corre,tive action. 

• Readiness ro adjust monetary conditions to 

maintain price stability, as a condition for sustaining 
medill111-term growth, including by timely increases in 
interest rates wirl1 a view to preventing the.: emergence 
of inflationary pressures. This will reinforce the hard
won credibility of anti-inflation~• monetary policies. 

6. Thi: Interim Committee \\'ill review progress in 
implementing rl1e agreed common :,trategy at its 
Sp1ing 1995 meeting. 

Annex: Interim Committee Attendance 
October 2, 1994 

Chairman 

Philippe Maystadt, 1\1.inisrer of Finance, Belgium 

Managing Directo1· 

Michel Camdessus 

Memben or Altet·nates 

Hamad Al-Sayari, Governor, Saudi Arabian Monetary 
Agency (Alternate for Mohammad Abalkhail, 
Minister of Finance and National Economy, 
Saudi Arabia) 

Edmond Alphandcry, Minister of Economy, France 
Ahmed Humaid AI-Tayer, Minister of State 

for Finance and Industry, United Arab Emirates 
Anwar Ibrahim, Deputy Prime Minister and Minister 

of Finanl.'.C, Malaysia 
Lloyd M. Bentsen, Secretary of the Treasury, United 

States 
Domingo Felipe Camilo, 1\1.inistcr of Economy 

and Public Works and Services, Argentina 
Kenneth Clarke, Chancellor of the Exchequer, 

United Kingdom 
Eneas Da Conceicao Comic he, Minister of Finance, 

Mo;rnmbique 
Lamberto Dini, Minister of the Treasury, Italy 
Marcel Dou pamby Matoka, Minister of FinanCI.'., 

Budget, and Participations, Gabon 
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Ciro Ferreira Gomes, Minister of Finance, Brazil 
Torstein Moland, Governor, Norges Bank (Alternate 

for Sigbjoern Johnsen, J\ilinister of Finance, 
Norway) 

Abdelouahab Keramanc, Governor, Banque d'Algeric 
Paul Martin, Minister of Finance, Canada 
Jacques Santer, Prime Minister and Minister of 

Treasury, Luxembourg (Irem 2), [van Kocarnik, 
Deputy Prime Minister and Minister of Finance, 
Czech Republic (Item 3), and Ferdinand Lacina, 
FedernJ lv1i11ister of Finance, Auso-ia (Item 5) 
(Alternates for Philippe Maystadt, l'vlinister of 
Finance, Belgium) 

Aleksandr N. Shokhin, Deputy Prime Minister, 
Russian Federation 

Manmohan Singh, Mtnister of Finance, India 
Pedro Solbes, Minister of Economy and Finance, Spain 
Ono Stich, Minister of Finance, Switzerland 
Yasushi Mieno, Governor, The Bank of Japan 

(Alternate for Masayoshi Takemura, Minister of 
Finance, Japan) 

Theo Waigel, Federal Minister ofFin::rnce, Germany 
Ralph Willis, Treasurer, Australia 
Gcrrit Zalm, Minister of Finance, 1 etherlands 
Chen Yuan, Deputy Governor, People's Bank 

of China (Alternate for Zhu Rongji, Vice Premier 
and Governor, People's Bank of China) 

Obse1,,ers 

Mourad Cherif: Chairman, Joint Development 
Committee 

Henning Christophersen, Vice President, CEC 
Andrew D. Crockett, General Manager, BIS 
Roger Lawrence, Deputy to the Secretarv-General, 

Global Interdependence Division, UNCT AD 
Jean-Claude Milleron, Under-Secretary-General, 

Department of Economic and Social Information 
and Policy Analysis, UN 

Lewis T. Preston, President, World Bank 
Peter D. Sutherland, Director-General, GATf 
Salvatore Zecchini, Assistant-Secretary-GeneraJ, OECD 

Forty-Fourth Meeting, Washington, D.C., 
April 26, 1995 

1. The Interim Committee of the Board of Gover
nors of the International Monetary Fund held its 
forty-fourth meeting in Washint:,rton, D.C., on 
April 26, 1995 under the chairmanship of 
Mr. Philippe Maystadt, Minister of Finance of Belgium. 

2. The Committee welcomed the entry into force 
of the Uruguay Round agreement and the formation 
of the World Trade Organization, and encouraged the 
Brerron Woods institutions to develop a close rela
tionship with it in promoting an open exchange and 
trade system. The Committee noted that develop
ments in the world economy have been generally 
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favorable, and provide an opportunity tJ1at countries 
should use wisely, by implementing policies to :ichieve 
the objectives set out in the Declaration on Coopera
tion to Strengthen the Global Expansion adopted in 
Madrid in October 1994. 

3. In reviewing progress in implementing the 
Madrid Declaration, the Committee reaft'irmed its 
intention to reinforce ci,c Committee's role in the 
process of policy cooperation and coordination, ha,·
ing particularly in mind the medium-term strategy. Ln 
this context the Committee observed rliar: 

• In the industrial countries, growci, has been 
stronger than expected, and inflation has remained 
moderar,e. The Committee welcomed the timely 
increases in interest rares to dampen incipient infla
tionary pressures in countries approaching full capacity 
urilizarion, and the easier stance of monetary policy in 
some otlner countries where rhe expansion is more 
recent. Ir emphasized the importance of bolder fiscal 
consolidation to increase savings, investment, and 
employment. The Committee considered char recenr 
exchange rate movements for some major currencies 
had gone farther cl,an warranted by fundamentals and 
agreed tJ1ar orderly reversal of these movements is 
desirable. In this context the Committee agreed that 
stronger cftorts were needed to reduce internal and 
external imbalances. These efforts should focus on 
measun:s to raise national saving in a medium-term 
perspective, in p:irricuJar tJ1rough fiscaJ consolidation, 
as well as broader deregulation and market opening ro 
increase the responsiveness of domestic sectors ro 
world competition. 

• 1n many developing countries, sound macroeco
nomic policies and vigorous structural reforms have 
yielded robust growth; nevertheless policy chalknges 
remain. The long-term prospects of a number of 
counuies, parricuJa.rly in Asia, remain bright, although 
in the short ru11 caution is necessary to address signs of 
overheating. Developing countries in the 'Western 
Hemisphere arc expected to experience somewhat 
slower growth. Many developing countries need to act 
to bring inflation under firm control. Strongt:r action 
is required to raise growth rates in many poorer coun
tries above the rate of population increase. 

• The Committee also reviewed developmcnrs 
relating to tJ,e financial crisis in Mexico. It welcomed 
the strengthened adjustmenr program bt:ing imple
mented by the Mexican authorities with the excep
tional support of the international community. Ir 
noted that early contagion effects had been contained, 
thanks to the prompt international response and 
strong adjustment efforts by :iffccrcd countries. 

• The Committee welcomed the strong expansion 
now under way in an increasing number of transition 
countries following strong stabilization and reform 
programs. Although many transition countries are 
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now committed to stabilization and reform, further 
subsrantial efforrs arc still required. The Committee 
welcomed the courageous policies being implemented 
by Russia and Ukraine and ~ome other transition 
counrries with the support of rhe Fund, the World 
Bank, the EBRD, and other regional development 
banks. 

4. The Committee discussed chc evolving role of 
the International Monetary Fund in :111 em·ironment 
of increased globaliz:1cion and integration of markets 
for goods, services, and capital. Ir concluded char this 
new environment required srricrer policy discipline 
from all members ro gu~u·d against sudden adverse 
market reacrions. The Commirree therefore agreed 
chat Fund surveillance should be strengthened in a 
symmerrical manner and raking into account the 
lessons co be drawn, by member countries and by rhc 
Fund itself, from the recenc crisis in Mexico. Endors
ing a report by the Executive Board on strengthening 
Fund surveillance, the Committee agreed that the pol
icy dialogue between the Fund and its members 
should be improved as follows: 

First, the Committee encouraged the Fund to estab
lish a closer and more continuous policy dialogue with 
mcmber counu·ies, to su-engthen its analysis, and to be 
frank and candid in its reconu11endations concerning 
the possibk risks attached to poLicies followed by mcm
bers. Second, the Committee.: stressed the importanCl: 
of n:gular and timely provision by all members of eco
nomic data to thc Fund, thereby enabling the identifi
cation of ernerging tensions at an early stage; in that 
contcxt, it also noted the Fund's intention to make 
greater use of financial market data. Third, the Com
mittee emphasized that timely publication by members 
of comprehensive data would gi,·e greater tr:insp:irency 
to their economic policies; it requested the Executive 
Directors to work row:ird thc establishment of stan
dards to guide members in the provision of data to the 
public, :ind to submit proposals for consideration by 
the Committee at its next meeting. Fourth, the Com
mitree noted the risks attached to overrcliance on easily 
reversible capital inflows, :ind invited the Fund to pa)' 
more :ittention to members' financing policies, and the 
soundness of their financi:iJ sectors, in its surveillance 
:ictivities. Fifth, the Committcc concludcd that the 
Fund should better focus its sur\'eilbnce, rebalancing 
its efforts to give increased emph:isis to the situation of 
those members where economic disrurbanccs or poli
cies could have broader implications for othcr coun
tries, while maintaining the quality of its policy 
dialogue with all member countries. 

5. The Committee agreed that the Fund's liquidity 
position is adequate at present, despite recent large 
demands on Fund resources, but noted that the 
Fund's liquidity is projected to decline shaq,ly over 
the next two years. lt reque~tcd rhe Executive Board 
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tO continue to review the adequ:ic~• of the Fund's 
resources, and, in connection with its revicw of the 
role of the Fund, to carry forward its work on the 
Elevemh General Review of Quotas. The Committet.: 
also saw a need to examine the issues rcLtted to bor
rowing by the Fund from members and, in particular, 
the role of the General Arrangements to Borrow. 

6. The Committee continued its consideration of 
SDR issues, in light of the Chairman's report on his 
consultarions wirh members and the Executive Board's 
fi.irrher consideration of these issues. It noted that 
rhere was nor now a basis for agreement on an alloca
tion but requested rhe E,ecutivc Board to keep this 
marrcr under review. The Committee requested the 
Fund ro initiate a broad review, \\;th the involvement 
of outside experts, of the role and functions of the 
SOR in light of ch:rnges in rhe world financial system. 

7. The Committee welcomed the application by 
Paris Club creditors of Naples Terms for low-income 
cou nrrics. It cook note of the Executive Board's dis
cussion of the multilateral debt of heavily indebted 
poor couna·ies, and stressed that multilateral lending 
to these couna·ies should be on appropriarcly conces
sional terms. It agreed that continued Fund support 
for the poorest developing countries on £$AF terms is 
desii-able. l.n this context the Committee requested 
the Executive.: Board co examine the options for con
tinued 6nancing and adapting of the ESAF. 

8. The Committee bad a broad-ranging discussion 
on how the Fund can better assist members in coping 
with sudden market disturba11ces, consistent with its 
catalytic role. It invited the Executive Board to 

embark on a fu,-tl1cr examination of all the relevant 
issues, in close collaboration with other institutions. 

9. The Committee will meet aga.in on October 8, 
1995, when it will further revicw progress in imple
menting policies tO maintain global recovery and 
ensure stable financial market conditions, and in 
strengthening Fund surveillance and financing. 

Annex: Interim Committee Attendance 
April 26, 1995 

Chairm,ui 
Philippe Maysradt, M.inister of finance, Belgium 

Managing Director 

Michel C:imdcssus 

Members 01· Alternates 

Mohammad Abalkhail, Minister of Finance 
and National Economy, Saudi Arabia 

Edmond Alphandfry, Minister of Economy, France 
Sultan N. AJ-Suwaidi, Governor, United Arab 

Emirare:. Central Bank (Alrcrn:.tte for Ahmed 
Humaid AI-Tayer, Minister of State fc.>r Finance 
and Industry, Unired Arab Emirates) 
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Domingo Felipe Cavallo, Minister of Economy and 
Public Works and Services, Argentina 

Anacoli Chubais, First Deputy Chairman, Russian 
Federation 

Kenneth Clarke, Chancellor of the Exchequer, 
United Kingdom 

Lamberto Dini, Prime Minister and Minister 
of the Treasury, Italy 

Marcel Doupamby Matoka, Minister of Finance, 
Economy, Budget, and Equity Financing, Gabon 

Sigbjoern Johnsen, Minister of Finance, Norway 
Abdelouahab Keramane, Governor, Banque d'Algerie 
Pedro Sampaio Malan, Minister of Finance, Brazil 
Adriano Afonso Maleiane, Governor, Banco 

de Mocan1bique 
Paul Martin, Minister of Finance, Canada 
Maria Schaumayer, Governor, Austrian National 

Bank, Austria (p.111. session) and Alfons Vcrplaetse, 
Governor, Banque Nationalc de Belgique 
(a.m. session) (Alternates for Philippe Maystadt, 
Minister of Finance, Belgium) 

Guillermo Ortiz, Secretary of Finance and Public 
Credit, Mexico 

Robert E. Rubin, Secretary of the Treasury, 
United States 

Manmohan Singh, Minister of Finance, India 

l' RESS CO i\l M L' N I Q L" ES 

Otto Stich, Minister of Finance, Switzerland 
Masayoshi Takemura, Minister of Finance, Japan 
Vijit Supinit, Governor, Bank of Thailand 
Theo Waigel, Federal Minister of Finance, Germany 
George Gear, Assistant Treasurer, Australia 

(Alternate for Ralph Willis, Treasurer, Australia) 
H.J. Brouwer, Treasurer-General, Ministry of 

Finance, Netherlands (Alternate for Gerrie Zalm, 
Minister of Finance, Netherlands) 

Chen YLian, Deputy Governor, People's Bank 
of China (Alternate for Zhu Rongji, Vice Premier 
and Governor, People's Bank of China) 

Obsn-ven 
S. Abrahaniian, Oflker-in-Charge, Global 

Interdependence Division, UNCTAD 
Andrew D. Crockett, General Manager, BIS 
Yves-Thibault de Silguy, Commissioner, CEC 
Mohamed Kabbaj, Chaim1an, Development Committee 
Gautam S. Kaji, Acting President, World Bank 
Jean-Claude Milleron, Under-Secretary-General for 

Economic and Social Information and Policy 
Analysis, UN 

Jean-Claude Paye, Secretary-General, OECD 
Gary P. Sampson, Director, Development Division, 

wro 
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Joint Ministerial Comn1ittee of the Boards of Governors 
of the Bank and the Fund on the Transfer 

of Real Resources to Developing Countries 
(Development Committee) 

P R E S S COMMUNIQUES 

Forty-Ninth Meeting, Madrid, Spain, 
October 3, 1994 

1. The forty-ninth meeting of the Development 
Committee was held in Madrid, Spain on October 3, 
1994 under d1e chairmanship of Mr. MOLu-ad Cherif, 
Minister of Finance and Investments of Morocco. t On 
its own twentieth anniversary, the Committee joined 
in congratulations to the ,¥orld Bank and IMF on the 
fifi.:ieth anniversary of the BrettOn Woods Agreement, 
and welcomed the World Bank's publication "Learn
ing from the Past-Embracing the funire." 

Transfer of Resources 
2. The Committee's main task is to keep under 

review the transfer of resources to developing and 
transition countries. It therefore welcomes the contin
ued high level of rota! flows ro these countries. It 
notes the slow rate of growth in official development 
assistance, :ind calls on donor countries tO enhance 
d1cir aid as soon as possible and to increase its focus 
on die poorest countries. Where approptiate, the 
Committee favors a reduction in the stock of debt and 
an increase in concessionality for rhe poorest countries 
facing special diffaulties. The Committee recognizes 
the special needs and problems of countries emerging 
from economic and political disruption and also of the 
poorest, most indebted countries, and requests the 
Executive Boards to examine proposals in these areas. 

3. The Committee welcomes d,e increased volw11e 
of private flows in recent years ro a growing number 
of countries which are implementing economic 
rdorms. It notes uncertainties about the sustainabilicv 
of such flows in changing world conditions, and ' 
d1e fact that diey continue to be concentrated in a 
small number of countries. It urges countries not 
currently receiving such flows to improve their credit
worthiness through macroeconomic reform, and to 

1Mr. Lewis T. Preston, President of the World Bank, Mr. 
ivlichcl Camdcssus, Managing Direcror of the Jntcrnational 
Monetary Fund, Mr. Willy W. Zapata, President of the Banco 
de Guatemala and Chairman of the Group of 24, Mr. Peter 
Surherland, Director-General ofrhc GAIT, Mr. James H. 
Michel, Chairman ofchc DAC, and /\'Ir. Peter Mounrficld, 
Executive Sccrcnrv, cook pare in thc'meeting. Observers from a 
number of inrcrnational and regional organizations also 
attended. 
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create a climate favorable ro sound private sector 
development; diese measures will attract more foreign 
portfolio and direct investment. The Committee asks 
the World Bank Group, the IMF, and industrial coun
tries ro continue their efforts to facilitate and encour
age private flows ro all developing and transition 
countries. 

Aid Effectiveness 
4. Effective aid requires closer collaboration 

between receiving countries, international organiza
tions, and donors. For aid to be most effective, it has 
to be adequate, and co operate in a favorable environ
ment. Prime responsibility for domestic policies which 
contribute tO aid effectiveness rests, of ..:ourse, with 
the recipient countries d1emsclves. The guiding princi· 
pies for recipients are: 

a. Appropriate domestic economic policies tai· 
lored to local conditions are essential if aid is to be 
effective; 

b. The effective use of aid requires strong 
administrative and institutional capacity; 

c. "Ownership" by the government and partici
pation by ocher stakeholders, including beneficia
ries, arc essential; 
5. The guiding principles for donors and interna

tional agencies are diese: 
a. The best conditions and policies for aid can

not substitute for strong "ownership," by the recipi
ent government, and good governance. Donors and 
recipients must collaborate to make this the basis for 
effective aid. 

b. Donors should support participation by rele
vant stakeholders ( especially women, die poor, and 
odicr disadvantaged groups); this helps to improve 
d1c design of projects and ensure d1at they are 
properly implemented and operated. The Bank 
should strcngdien its ski.II mix and incentive system 
for these purposes. 

c. Technical assistance (TA} is likely to be mosr 
effective when it responds ro clearly defined needs 
and absorptive capacity of die recipient. TA should 
work within, and if necessary seek ro strengthen, 
die i11stirntional environment along the lines 
approved by the OECD Development Assistance 
Committee (DAC). 

d. Multilateral agencies, including the TMF, the 
World Bank Group, and the regional development 
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banks, work closely to support countries' own 
efforts to put in place a sound framework for 
macroeconomic and structural policies which foster 
the private sector and stren 6•t.hen public sector 
management. Aid programs should be consistent 
with this li:amework, and with the country's own 
development priorities. Innovative approaches to 
achieve this objective are to be encouraged. The 
World Bank will stJengthen its consultations with 
other donors who in turn will collaborate in this 
approach. 

e. Efforts to coordinate and simplif), donor aid 
procedures and practices should be accelerated. Aid 
operations should be made more transparent to 
improve accountability. Donors should avoid set
ting up mechanisms which are inconsistent with the 
recipients' own efforts to manage their own bud
gets and implement aid. M_inistcrs support recent 
eftorts in the DAC to reduce the use of tied aid 
credits. They also urge donors to minimize the 
additional costs associated with trade-distorting 
tying of aid, where this can be done without reduc
ing volume. 

f. The DAC Principles provide an appropriate 
framework for improving aid coordination. Consul
tative Groups and Rouadtable Meetings arc more 
ctlective when preceded by active involvement of 
the recipient government, and consultation with 
other donors. The agenda for Consultative Groups 
should cover issues of development strategy, aid 
utilization, aid coordination, and technical assis
tance, in addition to mobilization of financial 
resources. 

g. Recent efforts to improve the effectiveness of 
the World Bank and other development agencies, 
focusing on their development impact and on 
results in the field, need to be sustained and 
extended. Particular attention should be given to: 
shifting the focus from projects ro counny pro
grams; improving the "quality at entry" of pro
jects; strengthening evaluation and disclosure 
policies; streamlining procedures; addressing 
urgently tl1e adequacy of field office networks; and 
changing staff incentives to focus on development 
impact. 

h. Aid can also help ro stimulate private invest
ment; institutions like the IFC and MIGA can play 
a valuable role but must pay due attention to devel
opment clfecrivcncss. 

i. Many of these principles apply with equal 
force to the countries in transition. However, more 
arrcntion needs to be given in d1ese countries, i11 
differing degrees, to informing both policymakers 
and public opinion at large of the workings of a 
market economy and the complementary roles of 
the public and private sectors. 

6. The Committee will follow up these issues care
fully at future meetings and particularly looks forward 
to the report of its Task Force on the Multilateral 
Development Banks. 

The Uruguay Roitnd and the Developing 
and Transition Countries 

7. The Committee reviewed the results of the 
recently completed Uruguay Round negotiations and 
their impact on the developing and transition coun
tries. At this stage, it was only possible to make a pre
liminary assessment of the likely effects. They also 
considered the implications for the future work of the 
World Bank and the lMF. The Committee believes 
that: 

a. In addition to its global effects, the successful 
conclusion of the Uruguay Round will bring signif
icant benefits to developing countries over time, 
tlu·ough increased market access, rJ,e integration of 
new areas into the system, and d1rough strength
ened rules and institutions. Early ratification and 
implementation are therefore essential. 

b. These benefits will accrue particularly to 
those countries which pursue sound macroeco
nomic policies and adopt market-based reforms. 

c. A number of developing countries should 
benefit in particular from the phased integration of 
textiles and clothing into the multilateral system, 
although the timetable for liberalization will delay 
these benefits. 

d. Some countries may need help to adjust to 
higher world food prices and the erosion of prefer
ences, although most of them will gain from the 
reduction of :ig1iculniral subsidies. InitjaJ studies 
made by the Bank and the Fund indicate that the 
negative cftects are likely to be fuirly small, and exist
ing instruments seem adequate to deal with them. 
Further research may refine these findings. Mean
while, the Bank and the Fund must be ready to 
address tl1ese problems. 

c. In the longer run, it is important to keep up 
the momentum of muruaJly advantageous rrade lib
eralization and avoid new forms of protectionism. 

f. The task of the Bank and the Fund is to assist 
developing and transition countries ro ease tl1e 
change to rhc new trading system, by providing 
policy advice, financial support, and technical assis
tance in order to maximize the gains from new 
market opportunities. 

g. It will also be necessary to bring the transi
tion countries (many of whom arc not yet members 
of GA TI) into die multilateral process as quickly as 
possible, so that they can fully share the benefits of 
trade liberalization and enlarged market access, 
without discrimination. The Bank and tl1e Fund 
should encourage and assist these countries in their 
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efforts to become more folly integrated into the 
multilateral trading system and to adopt policies 
that wilJ facilitate their accession to the WTO. 

8. The Committee believes it is essential for both 
institutions to collaborate closely with the new World 
Trade Organization and notes that rhe ministerial 
Declaration at the end of the Uruguay Round calls for 
early talks between the Director-General of rhe vVTO 
and the heads of the Bank and Fund. 

Population 
9. Ministers from the participating countries wel

comed the outcome of the recent United Nations 
Conference on Population and Development, which it 
discussed at its last meeting. The Committee called on 
the World Bank and contcrence participants to play an 
active part in implementing the Programme of Action 
approved by the Conference. 

Desertification 
l 0. lt also welcomed last month's agreement on 

the antidesertification convention, called for its early 
ratification, and encouraged the World Bank to con
tinue its active support for development and environ
mental management in dryland areas. 

Next Meeting 
11. The Committee agreed to meet again in Wash

ington, D.C., on April 27, 1995, when the principal 
topic for discussion will be the financing of infrastruc
ture in developing countries. 

Fiftieth Meeting, Washington, D.C., 
April 27, 1995 

1. The fiftieth meeting of the Development Com
mittee was held in Washington, D.C., on April 27, 
J 995, under the chairmanship of Mr. Mohamed 
Kabbaj, Minister of Finance and Foreign Investment of 
Morocco. 2 The Committee expressed its deep regret at 
rhe departure of Mr. Lewis T. Preston and recorded its 
great appreciation of his djstinguished leadership as 
President of the World Bank. It offered its congratula
tions to his successor, Mr. James D. Wolfensohn. 

2Mr. t-lichcl Camdessus, Managing Director of the lnrcrna
tio11al Monetary Fund, Mr. Gautam S. K.~ji, Acting President of 
rhc World Bank, Mr. N'Goran Niamicn (Cote d'Ivoire), Chair· 
man ofLhe Group of 24, and Mr. Peter Mountficld, ExccutiYc 
Secretary rook part in the meeting. Observers from a number of 
international and regional ori,>anizations, and Mr. Abdlatif Y. 
Al-Hamad, Chairman, and Mr. VV.i\. Wapcnhans, Secretary or 
the Task Force on t-lultilater:11 Development Banks, also 
attended. 
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Resource Flows to Developing 
and Transition Countries 

2. The Committee welcomed the continued high 
level of rota! resource nows, and the i_ncrease since 
1990 in various forms of private finance, especially for
eign direct investment which does not add to debt
servicing burdens. At a time of rapid globalization and 
liberalization of financial markets, it noted the recent 
high volatility of financial flows, as exemplified by cur
rency movements. But portfolio flows have declined, 
and Ministers recognized that markets are likely to be 
more selective i11 their provision of such capital. This 
emphasizes the need for recipient countries to follow 
sound macroeconomic policiei, to gain or maintain 
access to private markets, and to mobilize significanr 
domestic savings. They shoul.d avoid excessive reliance 
on short-term flows to finance longer-term develop
ment needs. The strong policy base and solid long
term prospects of many developing and transition 
countries suggest that they should be able to attract 
continued foreign direct investment. 

3. The Committee expressed its concern about the 
prospect of a full in coral official development assis
tance. Given the pressing needs of the poorest coLm
tries, it urged continued strong support tor die 
lmernational Devdopment Association (IDA) and for 
the Special Program of Assistance for Africa (SPA). 1 t 
welcomed the recent agreement in the Paris Club to 
implement "Naples Terms" for the poorest and most 
heavily indebted countries, and called for them to be 
applied flexibly. The Committee noted that some of 
these cowitries have a heavy burden of debt owed to 
multilateral institutions. It invited the Executive 
Boards of the World Bank and die IMF to continue 
their review of this subject, so that Ministers can 
return to it at the next meeting. 

Trade 
4. The Committee welcomed the establishment on 

January 1 of the World Trade Organization (\iVJ'O) 
and mged close collaboration between the WTO and 
the Bretton Woods institutions. It called on the Bank 
and Fund ro assist those countries whicb are nor yet 
members of the WTO to join the organ.ization and ro 
become more fully integrated into the multilateral 
trading system. It noted the Bank's new estimates of 
the likely impact of the Uruguay Round upon the 
trade of developing countries. ft welcomed evidence 
of the positive effect the Round will have on most 
developing countries, cspccialJy on those who are tak
ing diis opportunity to reform their own policies. Tr 
noted the Bank's view that the adverse impact upon 
food-importing countries and those whicb will lose 
preferential access to industrial markets is likely to be 
small. It asked the Bank and Fund to monitor the 
impact on individual countries and to be prepared to 
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help as necessary. It agreed that furrher liberalization 
of thc agricultural and service sectors would provide 
important additional gains. 

I nft,astvuctu1,e 
5. The Committee noted that developing coun

tries currently invest over $200 billion a year in infra
structure, more than 90 percent of it in rhe public 
sector. Adequate, efficient, and carefully designed 
infrasrruccure with full regard to the environment is 
crucial to sustainable devclopmenr. iv!ore investment 
and improved performance in infrastructure will 
require a series of reforms in the structure and delivery 
of services. Governments have a continuing responsi
bility, whether as providers or regulators of infrastruc
ture. In particular, efficiency requires prices which 
reflect all long-run economic costs, more businesslike 
management, increased involvement of the private sec
tor, and better-targeted subsidies. Such reforms 
should be designed to increase incentives to devote 
sufficient resources tO maintenance, in order to make 
best use of existing assets and reduce the need for 
expensive replacements. 

6. Improvement will also involve more use of pri
vate finance in various forms. The options chosen will 
vary for each country and service depending on condi
tions such as the level of domestic savings and the 
depth of fin:mcial markets. Private participation can be 
encouraged through build-own-operate and build
own-operatc-transfer concessions, kases, operating 
contracts, partial guarantees from the public sector, 
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and privatization. The aim must be to pass the com
mercial risks to the private sector and to reduce the 
call on public funding and public guarantees. 

7. The Committee agreed that the poor stand to 

gain directly and quickly from better infrastructure, 
which can also help co improve environmental condi
tions. Donor countries can help the poorest countries 
by providing financial and technical support, and 
invesrmcnt guarantees for the development of infra
srrucrure within a policy framework char encourages 
efficient operation, maintenance, and responsiveness 
to users. The multilareral insrimtions (including IDA) 
have a major responsibility for providing advice and 
financial support. They can also play a catal)'tic role in 
mobilizing funds from a wider range of private sector 
sources, using all the means available, including World 
Bank guarantees, IFC, and MIGA. 

Sociat Summit 
8. The Committee generally welcomed the out

come of the recent Social Summit in Copenhagen, 
and agreed to discuss the implications for the develop
ing and transition countries, and for donors and the 
Bank and Fund, at its next meeting in Washington, 
D.C., on October 9, 1995. 

Execittive Secreta,ry 
9. The Committee expressed irs deep appreciation 

to Peter Mountfield, the retiring Executive Secretary, 
for his dedicated service to the Committee over the 
past four years. 
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EXECUTIVE DIRECTORS AND VOTING POWER 
ON APRIL 3 0, 1995 

Votes Percent 
Director Casting by Total of Fund 
Alteniate Votes of Country Votes 1 Total 2 

Appointed 
K;irin Lissakers United States 265,518 265,5 I 8 17.83 
Barry S. Newmnn 

Stefan Schoenberg Germany 82,665 82,665 5.55 
Erika Wagmboefe,· 

Hachiru Mcsaki Japan 82,665 82,665 5.55 
Toshihiko F11k11ya111a 

Marc-Antoine Authcman France 74,396 74,396 5.00 
Michel Simt 

Huw Evans United Kingdom 74,396 74,396 5.00 
/011 Shields 

Elected 
Willy Kiekcns Austria 12,133 

(Belgium) Bdarus 3,054 
Jo/Jn1111 Prader Belgium 31,273 

(Austria) Czech Republic 6,146 
Hungary 7,798 
Kazakhstan 2,725 
Luxembourg 1,605 
Slovak Republic 2,824 
Slovenia 1,755 
Turkey 6,670 75,983 5.10 

J. de Beaufort Wijnholds Armenia 925 
(Netherlands) Bulgaria 4,899 

Oteh Hm,,:v~whyn Croatia 2,866 
(Canndn) Cyprus 1,250 

Georgia 1,360 
Israel 6,912 
l\faccdonia, former 

Yugoslav Republic of 746 
Moldova 1,150 
Netherlands 34,692 
Romania 7,791 
Ukraine 10,223 72,814 4.89 

Luis E. Berrizbeitia Costa Rica 1,440 
(Venezuela) El Salvador 1,506 

Vicente J. Fcnuiudcz Guatemala 1,788 
(Spnin) Honduras 1,200 
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Votes Percent 
Director Casting by Total of Fund 
Alternate Votes of Country Votes 1 Toul 2 

Elected (contim,ed) 
Mexico 17,783 
Nicaragua 1,211 
Spain 19,604 
Venezuela 19,763 64,295 4.32 

Giulio Lanciotti (Italy) Albania 603 
Nikolaos Co11111/Jis (G,·eece) Greece 6,126 

Traly 46,157 
Malta 925 
Portugal 5,826 
San Marino 350 59,987 4.03 

l;m D. Clark (Canada) Antigua and Barbuda 335 
Garrctt F. M1,rpl~v The Bahamas 1,199 

(Irelmuf) .Barbados 739 
Belize 385 
Canada 43,453 
Dominica 310 
Grenada 335 
Ireland 5,500 
Jamaica 2,259 
St. Kim and NC.'vis 315 
St. Lucia 360 
St. Vinccnr and the.: 

Grenadines 310 55,500 3.73 

Jarle Bergo (Norway) Denmark 10,949 
El'fl Srejber (Sweden) Esronia 715 

Finland 8,868 
Iceland 1,103 
Latvia 1,165 
Lithuania 1,285 
Norway 11,296 
Sweden 16,390 51,771 3.48 

Muhammad AJ-Jasser Saudi Arabia 51,556 51,556 3.46 
(Saudi Arabia) 

Abr/11lrnl1111n11 A. Al·T111J1nijri 
(Snurli Ambia) 

Ewen L. Waterman Australia 23,582 
(Australia) Kiribati 290 

]1111g·Ho Kang Korea 8,246 
(Km-ea) Marshall Islands 275 

Micronesia, 
Federated States of 285 

Mongolia 621 
New Zealand 6,751 
Papua New Guinea 1,203 
Philippines 6,584 
Seychelles 310 
Solomon Islands 325 
Vanuatu 375 
Western Samoa 335 49,182 3.30 
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Votes Percent 
Director Casting by Total of Fund 
Alternate Votes of Country Votes I Total 2 

Elected (contini1ed) 
A. Shakour Shaal:in Bahrain 1,078 

(Egypt) Egypt 7,034 
Yacoob Yo1mf Mol1a11tmcd lraq 5,290 

(Balm1i11) Jordan 1,467 
Kuwait 10,202 
Lebanon 1,710 
Libya 8,426 
Maldives 305 
Oman 1,444 
Qatar 2,155 
S)'rian Arab Republic 2,349 
United Arab Emirates 4,171 
Yemen, Republic of 2,015 47,646 3.20 

Dmitri V. Tulin Russia 43,381 43,381 2.91 
(Russia) 

Aleksei V. Mo:::.hi11 
(Russia) 

J.E. !smad ( lndom:sia) Cambodia 900 
Latifa/J i\l/ericm1 Cbcon.g Fiji 761 

(Malaysia) Indonesia 15,226 
Lao People's Dcmocrark 

Republic 641 
Malaysia 8,577 
Myanmar 2,099 
Nepal 770 
Singapore 3,826 
Thailand S,989 
Tonga 300 
Viet Nam 2,666 41,755 2.80 

Daniel Kaeser Azerbaijan 1,420 
(Switzerland) Kyrgyz Republic 895 

KrZ)'SZtof li11k (Pola11d) Poland 10,135 
Switzerland 24,954 
Tajikistan 850 
Turkmenistan 730 
Uzbekistan 2,245 41,229 2.77 

Abbas Mirakhor Islamic State of 
(Islamic Republic of Iran) Afghanistan 1,454 

Mol11mwud Dafri (Moi-occ11) Algeria 9,394 
Ghana 2,990 
Islamic Republic 

ofTran 11,035 
Morocco 4,527 
Pakistan 7,832 
Tunisia 2,310 39,542 2.66 

Alexandre Kafka (Brazil) Brazil 21,958 
Alberto Calderon Colombia 5,863 

(Colombia) Dominican Republic 1,838 
Ecuador 2,442 
Guyana 922 
Haiti 857 
Panama 1,746 
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Votes Percent 
Director Casting by Total of Fund 
Alternate Votes of Country Votes 1 Total 2 

Elected (continited) 
Suriname 926 
Trinidad and Tobago 2,718 39,270 2.64 

K.P. Geethakrishnan B:mgl:tdesh 4,175 
(India) Bhutan 295 

W. Hcttinmc/Jrhi India 30,805 
(Sri Ln11ka) Sri Lanka 3,286 38,561 2.59 

Barnaba~ S. Dlamini Angola 2,323 
(Swaziland) Botswana 616 

Di11nh Z. Cuti Burundi 822 
(:t.imbnbn>c) Eritrea 365 

Ethiopia 1.,233 
The Gambia 479 
Kenya 2,244 
Lesotho 489 
Liberia 963 
Malawi 759 
Mozambique 1,090 
Namibia 1,246 
Nigeria 13,066 
Sierra Leone 1,022 
Swaziland 615 
Tanzania 1,719 
Uganda 1,589 
Zambia 2,953 
Zimbabwe 2,863 36,456 2.45 

ZHANG 1\tling (China) China 34,102 34,102 2.29 
WEI Beulmn (Chinn.) 

Carlos Saito (Peru) Argcmina 15,621 
A. G11illcr1110 Zoccnli Bolivia 1,512 

( A r;gcntiun) Chile 6,467 
Paraguay 971 
Peru 4,911 
Uruguay 2,503 31,985 2.15 

Yvcs-/vlaric T. Koissi• Benin 703 
(C6tc d'Ivoire) Burkina Faso 692 

A/exnndrc Bnrro Chamb,·icr Cameroon 1,601 
(Gnbo11) Cape Verde 320 

Cenrral African Republic 662 
Chad 663 
Comoros 315 
Congo 829 
Cote d'Ivoire 2,632 
Djibouti 365 
Equatorial Guim:a 493 
Gabon 1,353 
Guinea 1,037 
Guinea-Bissau 355 
Madagascar 1,154 
Mali 939 
Mauritania 725 
Mauritius 983 
Niger 733 
Rwanda 845 
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Director 
Alternate 

Elected (concluded) 

Casting 
Votes of 

Sao Tome and Principe 
Senegal 
Togo 

Votes 
by 

Country 

305 
1,439 

793 

Total 
Votes 1 

19,936 

l,474,59!3, 4 

Percent 
of Fund 
Total2 

1.34 

99.02 5 

1Voring power ,•ark-!> on certain maners pertaining to tht Gener.ii Dcpartmcm with use of the Fund's resources in that Departmenr. 
2Pcrccmagcs of total votes ( I ,-+89,I 87) in the General Dcparrmcnr and rhc SOR Department. 
•This total docs not include the votes of Som.ilia and South Africa, which did nor participate in the 1994 Regular Election of 

Exccmivc Directors. The combined votes of those members total 14,596-0.98 pcrccnr of those in the General Department and SDR. 
Department. 

~This total doc~ not include d1e ,·occs of Sudan and Zai're, which were Mtspendcd cftccti,·c August 9, 1993 and June 2, 1994, respec
tively, pursuant to Article XXVI, Section 2 (b) of the Articles of Agreement. 

5This figure may differ from the sum of the percentages shown for individual Director~ bcc.iusc of rounding. 
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CHANGES IN MEMBERSHIP OF EXECUTIVE BOARD 

Changes in membership of the Executive Board 
between May 1, 1994 and April 30, 1995 were as 
follows: 

Con.:nrino Santos (Cape Verde) was re-elected 
Executive Director by Benin, Burkina Faso, 
Cameroon, Cape Verde, Central African Republic, 
Chad, Comoros, Congo, Cote d'lvoire, Djibouti, 
Equatorial Guinea, Gabon, Guinea, Guinea-Bissau, 
Madagascar, Mali, Maurirania, Mauritius, Niger, 
Rwanda, Sao Tome and Principe, Senegal, and Togo, 
dfcctive June 21, 1994. 

Hiroo Fukui (Japan) relinquished his duties as 
Executive Director for Japan, dlcctive July 3 L, 1994. 

Hachiro Mesaki (Japan) was appointed as Executive 
Direcror for Japan, effi.:crive August I, 1994. 

John Dorrington (United Kingdom) relinquished 
his duties as Alternate Executi,·e Direcror to H uw 
Evans ( United Kingdom), effective October 16, 1994. 

Jon Shields (United Kingdom) was appointed as 
Alternate Executive Director to Huw Evans (Un.itt:d 
Kingdom), effective October 17, 1994. 

Konstantin G. Kagalovsky (Russia) completed his 
term of service as Executive Director for Russia, effec
tive October 31, 1994. 

Roberro Marino (Mexico) completed his term of 
service as Executive Direcror for Costa Rica, El Sal
vador, Guatemal:t, Hondur:1s, Mexico, Nicar:1gua, 
Spain, and Venezucl:1, effective Ocrober 31, 1994. 

L.J. Mwananshiku (Zambia) completed his term of 
service as Executive Director for Angol:1, Botswana, 
Bun.1ndi, Ethiopia, The Gambia, Kcnya, Lesotho, 
Liberia, Malawi, Mozambique, Namibia, Nigeria, 
Sierra Leone, Swaziland, Tanzania, Ugand:1, Zambia, 
and Zimbabwe, effective Ocrober 31, 1994. 

Godert A. Posthumus (Netherlands) completed his 
term of service as Executive Director for Armenia, 
Bulgaria, Cyprus, Georgia, Israel, Moldova, Nerher-

lands, Romania, and Ukraine, dlcctive October 31, 
1994. 

Corentino V. Santos (Cap<.: Verde) completed his 
term of service as Executive Director for Benin, 
Burkina Faso, Cameroon, Cape Verde, Central African 
Republic, Chad, Comoros, Congo, Cote d'Ivoire, 
Djibouti, Equat0ria1 Guinea, Gabon, Guinea, Guinea
Bissau, Madagas<.::1r, l'vfali, Mauritania, Mauritius, 
Niger, Rwanda, Sao Tome and Principe, Senegal, and 
Togo, effective October 31, 1994. 

Douglas E. Smee (C:1nada) completed hi~ term of 
service as Ext:cutive Director for Antigua and 
Barbuda, The Bahamas, Barbados, Belize, Canada, 
Dominica, Grenada, Ireland, Jamaica, St. Kitts and 

1evis, St. Lucia, and St. Vincent and the Grenadines, 
effective October 31, 1994. 

A. Guillermo Zoccali (Argentina) completed his 
term of service as Executive Director for A1·gentina, 
Bolivia, Chile, Parag1.1:1y, Peru, and Uruguay, effoctivc 
October 31, 1994. 

Kleo-Thong Hea-akul (Thailand) relinquished her 
duties as Alternate Executive Director to J.E. Ismael 
( Indonesia), effective October 31, 1994. 

Alberto F. Jimenez dc Lucio (Peru) relinquished 
his duties as Alternate Executive Director to 
A. Guillermo Zoccali (Argentina), effective Octo
ber 31, 1994. 

Gerver Torres (Venezuela) relinquished his duties 
as Alternatc Executive Dircctor to Roberto M:1rino 
(Mexico), effcctivc Octobcr 31, 1994. 

Mu ham mad AJ-J asser ( Saudi Arabia) was re-elected 
Executive Dirc<.:tor by Saudi Arabia, effective Novem
ber l, 1994. 

Jade Bergo (Norway) was re-elected Executi,·e 
Director by Denmark, Estonia, Finland, Iceland, 
Latvia, Lithuania, Norway, and Sweden, cffccrivc 
November 1, 1994. 
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Luis E. Bcrrizbeitia (Venezuela) was elected Exec
utive Director by Costa Rica, El Salvador, Guatemala, 
Honduras, Mexico, Nicaragua, Spain, and Venezuela, 
effective November 1, 1994. 

fan D. Clark (Canada), was ekcted Executive Direc
tor by Antigua and BarbL1da, The Bahamas, Barbados, 
Belize, Canada, Dominica, Grenad.i, Ireland, Jamaica, 
St. Kitts and Nevis, St. Lucia, and St. Vincent and the 
Grenadines, dlectivc November l, 1994. 

Barnabas S. Dlamini (Swaziland), formerly Alter
nate Executive Director to L.J. Mwananshiku 
(Zambia), was elected Executive Director by Angola, 
Botswana, Burundi, Eritrea, Ethiopia, The Gambia, 
Kenya, Lesotho, Liberia, Malawi, Mozambique, 
Namibia, Nigeria, Sierra Leone, Swaziland, Tanzania, 
Uganda, Zambia, and Zimbabwe, eflccrive 
November I, 1994. 

K.P. Geethakrishnan (India) was re-elected Execu
tive Director by Bangladesh, Bhutan, India, and 
Sri Lanka, eftcctive November 1, 1994. 

J.E. Ismael ( Indonesia) was re-elected Executive 
Director by Cambodia, Fiji, Indonesia, Lao P.D.R., 
Malaysia, Myanmar, Nepal, Singapore, Thailand, 
Tonga, and Viet Nam, effective November 1, 1994. 

Daniel Kaeser (Switzerland) was re-elected Execu
tive Director by Azerbaijan, the Kyrgyz Republic, 
Poland, Switzerland, T,1jikistan, Turkmenistan, and 
Uzbekistan, effective Novembcr l, 1994. 

Alexandre Kafka (Brazil) was re-elected Executive 
Director by Brazil, Colombia, Dominican Republic, 
Ecuador, Guyana, Haiti, Panama, Suriname, and 
Trinidad and Tobago, effective November 1, 1994. 

Will~, Kiekcns (Belgium) was re-ekctcd Executive 
Director by Ausnia, Belarus, Belgium, Czech Repub
lic, Hungary, Kazakhstan, Luxcmbourg, Slovak 
Republic, Slovenia, and Turkey, effective November 1, 
1994. 

Yves-Marie T. Koissy (Cote d'Ivoire), tormerly 
Alternate Executive Director to Corentino V. Santos 
(Cape Verde), was elected Executive Director by 
Benin, Burkina Faso, Camcroon, Cape Verde, Central 
African Republic, Chad, Comoros, Congo, Cote 
d'Ivoire, Djibouti, Equatorial Guinea, Gabon, Guinea, 
Guinea-Bissau, Madagascar, Mali, Mauritania, 
Mauritius, Niger, Rwanda, Silo Tome and Principe, 
Senegal, and Togo, effective November 1, 1994. 

Giulio Lanciotti (Italy) was re-elected Executive 
Director by Albania, Greece, Italy, Malta, Portugal, 
and San Marino, effective November 1, 1994. 

Abbas Mirakhor (Islamic Republic of Iran) was re
elected Executive Director by the Islamic State of 
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Afghanistan, Algeria, Ghana, the Islamic Republic of 
Jran, Morocco, Pakistan, and Tunisia, effcctiv<.: 
November I, 1994. 

Carlos Saito (Peru) was elected Executive Director 
by Argentina, Bolivia, Chik, Paraguay, Peru, and 
Uruguay, effective November l, 1994. 

A. Shakour Shaalan (Egypt) was re-elected Execu
tive Director by Bahrain, Egypt, Iraq, Jordan, Kuwait, 
Lebanon, Libya, Maldives, Oman, Qatar, Syrian Arab 
Republic, United Arab Emirates, and the Republic of 
Yemen, effective November l, 1994. 

Dmitri V. Tulin (Russia) was elected Executive 
Director by Russia, effective November 1, 1994. 

Ewcn L. Waterman (Australia) was re-elected Exec
utive Director by Australia, Kiribati, Korea, the 
Marshall Islands, the Federated States of Micronesia, 
Mongolia, New Zealand, Papua New Guinea, 
Philippines, Seychelles, Solomon [slands, Vanuatu, 
and Western Samoa, effective November 1, 1994. 

J. de Beaufort Wijnholds (Netherlands) was elected 
Executive Director by Armenia, Bulgaria, Croatia, 
Cyprus, Georgia, Israel, the former Yugoslav Republic 
of Macedonia, Moldova, Netherlands, Romania, and 
Ukraine, efrcetive November 1, 1994. 

ZHANG Ming (China) was re-elected Executive 
Director by China, effective November 1, 1994. 

Alexandre Barro Chambrier (Gabon) was appointed 
as Alternate Executive Director to Yves-Marie 
T. Koissy (Cote d'Ivoire), effccti1·e November l, 1994. 

Latifah Me1-ican Cheong (Malaysia) was appointed 
as Alternate Executive Director to J.E. Ismael 
(Indonesia), dfcctive Novern ber 1 , 1994. 

Vicente J. Fernandez (Spain) was appointed as 
Alternate Executive Director to Luis E. Berrizbeitia 
(Venezuela), effective November 1, 1994. 

Dinah Z. Guti (Zimbabwe) was appointed as Alter
nate Executive Director to Barnabas S. Dlamini 
(Swaziland), effective November 1, 1994. 

Amancio M. Tetangco, Jr. (Philippines) relinquished 
his duties as Alternate Executive Director to Ewen 
L. Waterman (Australia), effective November 1, 1994. 

A. Guillermo Zoccali (Argentina), formerly Execu
tive Director for Argentina, Boli,~a, Chile, Paraguay, 
Peru, and Uruguay, was appointed as Alternate Execu
tive Director to Carlos Saito (Peru), effective Novem
ber 1, 1994. 

Jung-Ho Kang (Korea) was appointed as Alternate 
Executive Director to Ewen L. Waterman (Australia), 
effective November 2, I 994. 
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L. Eusracc N. Fernando (Sri Lanka) relinquished 
his duties as Alrernare Executive Direcror co 
KP. Geethakrishnan (India), effective January 2, 1995. 

The following served ar cerr:iin meetings of d1c 
Executive Board during 1994/95 as Temporary 
Alternate Executive Directors to d1e Executive Direc
tors indic:ited: 

Temporary Alternate 
Executive Director 

John M. Abbott (United States) 
John 0. Adcribigbe (Nigeria) 

Mcckal A. A11mcd (Pakistan) 
Saleh Eid Al-Huseini (Saudi Ambia) 

Raymond N. A. Ally (Gityrma) 
Benny Andersen (Denmark) 

Sjamsul Arifin (Indonesia) 
Maria Celina B. Arraes (Brazil) 

David Barr (United Kingdom) 
Taye Berrihun (Ethiopia) 

Rita D. Bessone Basro (Po,-tugal) 
Georg Michael Blome (Germany) 

Peter I. Botoucharov (Bulgai-ia) 
Martha Brettschneider (United States) 

Juan M. Burdicl (Spain) 
Pierre Cailkteau (France) 

Alan G. Cathcart (United Kingdom) 
Amoy Chang Fong (Trinidad and Tobago) 

Roberto F. Cippa (Switzerln.nd) 
Ana Lucia Coronel (Ecuador) 

Jose Antonio Costa (Argentina) 

Akos Csercs (Hungary) 
Cao Dae Cuong (Viet Nam) 

Daniel Daco (Belgium) 
Johanne W. Dagustun (United Kingdom) 

Dominique Desruclle (Fmnce) 
Maiga Dzervitc (Lat11in) 

Gam:il Zaki El-Masry (Egypt) 
Julio C. Estrella (D011tinicn.n Republic) 

Salam K. Fayy:id (Jordan) 
Raphael Ferrillo (Switu1·la11d) 

Laurent Fontaine (Fm1ice) 
Antonio Galicia (Me.,;ico) 

Catherine Gaselrine (United Kingdom) 
Toufic K. Gaspard (Lebn.non) 

Massimo Giulimondi (Ita~)') 
Grigori Glazkov (Russia) 

Rachel Glcnncrsrer (United Kingdmn) 
Hassan Golriz (Irn11, Jsla11tic Republic of) 
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W. Hctriarachchi (Sri Lanka) wa~ appoinred as 
Alternate Executive Director ro K.P. Gccd1akrishnan 
(Tndia), effective January 3, 1995. 

Executive Director for Whom 
Temporary Alten1ate Served 

Ka1·in Lissak.crs (United States) 
L.J. Mwananshik.u (Zambia) 
Barnabas S. Dlamini (Swaziland) 
Abbas Mirakhor (Tran, Islamic Republic of) 
Muhammad Al-Jasscr (Saudi Arabia) 
Alexandre Kafka (Bmzil) 
Jarle Bergo (Normay) 
J.E. [smacl (Indonesia.) 
Alexandre Kafka (Brazil) 
Huw Evans (United Kingdom) 
L.J. Mwananshiku (Zambia) 
Barnabas S. Dlamini (Swn.ziln.nd) 
Giulio Lanciotti (Italy) 
Stefan Schoenberg (Gcnnnny) 
J. de Beaufort Wijnholds (Netherln11ds) 
Karin Lissakers (United States) 
Roberto Marino (Me:-.;ico) 
M:irc-Antoine Aud1ema11 (Fmncc) 
Huw Evans (United Kingdom) 
Alexandre K:ifka (Brazil) 
Daniel Kaeser (Switzerland) 
Alexandre Kafka (Brazil) 
A. Guillermo Zoccali (A1;gentina) 
Carlos Saito (Pen,) 
Willy Kiekens (Belgium) 
J.E. Ismael (fodoncsin) 
Willy Kiekens (Belgium) 
Huw Evans (United Kingdom) 
Marc-Antoine Authem:in (France) 
Jarlc Bergo (Norway) 
A. Shakour Shaalan (Egypt) 
Alexandre Kafka (Brazil) 
A. Shakour Shaalan (E!])'Pt) 
Daniel Kacst'r (Switzerland) 
M:irc-Ancoine Autheman (Fm11ce) 
Roberto Marino (Mexico) 
Luis E. Berrizbeiria (Venezneln) 
Huw Evans (United Ki1,gdom) 
A. Shakour Shaalan (Egypt) 
Giulio Lanciotti (ltn.Z)') 
Konsrantin G. Kagalovsky (R.ussin) 
Huw Evans (United Kingdom) 
Abbas Mirakhor (Iran, Islamic Republic of) 
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Temporary Alternate 
Executive Director 

Celia M. Gonzalez (P/;ilippi11cs) 
Andreas Guenncwich (Gcnnrrn;v) 
Javier Guzman-Calatcll (Mexico) 
Jerome H.amilius (L11xcmbomg) 

Mohamed Ali Hammoudi (Al£,cria) 
HE Jianxiong (China) 

Oussama A. Himani (Li.·bano11) 
HON Chee-Won (Si11gnpo1·e) 

Gerrit Hendrik Huisman (Ncthe1·la1Jds) 

Chorobek lmashcv (l(_ngyz Rcp11blic) 
Timur Isatacv (Kaznkbstan) 

Shin~ra Ishida (Japrm) 

Abdel Rehman fsm.1cl (Mauritius) 

James JJmnik (Cnnnda) 
Patrick J. Jilek (Australia) 

Jiri Jonas (Czech Ri:public) 
J. Mills Jones (Liberia) 

Jose )ustini.rno (Boli11ia) 
Tcruhidc Kanada (Japrm) 

Ramalinga Kannan (Turiia) 
Werner Ch. Keller (Swit~erla11d) 

Aguil M. Koulizadc (Aze1·bnijn11) 
Ekaterina Kouprianova (Rwsia) 

Kwassivi Kpetigo (Togo) 

Tuscno-Mino Kutfovu (Znfre) 

Vural Kural (T11rkc_v) 
Nicole L. Laframboise (Canada) 

Kathrvn J. L.·mgdon (Crwndn) 

Young-Hoi Lee (Koren) 
Jorge Leiva (Chile) 

Boris M. Lvin (Russin) 

John Mafararikwa (ZimbnblJJc) 

Nm:I Mancebo (Urnguny) 
Yossi Margoninsky (Tsrncl) 

Juan Carlos Martinez Oliva ([tn(y) 
Sarah McDougall (Nen> Zcnlanri) 

Mclhcm F. Mclhem (Lebm1011) 
Pedro Anronio Melino (Spai11) 

Raphael Meron (Ismel) 
Mohammad Jafar Mojarrad (Jm11, Islamic 

Republic of) 
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Executive Director fo1· Whom 
Temporary Alternate Served 

Ewen L. Warernun (Awtmlia) 
Stefan Schoenberg (Gcn11n11y) 
Luis E. Berrizbeitia (Vmez11eln) 
WiUy Kiekens (Belgium) 
Abbas Mirakhor (Tran, Jslmnic Repu/Jlic of) 
ZHAi~G Ming (Chi11a) 
Muhammad AJ-Jasser (Saudi Arabia) 
J.E. Ismael (Judo11Csin) 
Godert A. Posthumus (Nct/Je1'ln11ds) 
J. de Beaufort Wijnholds (Nct/Jcrln11ds) 
Daniel Kaeser (Sivitzcl'lanri) 
Willy Kiekens (Bel£,i11111) 
Hiroo Fukui (Japan) 
Hachiro Mesaki (Jnpnn) 
Corentino V. Santo!> (Cape Verde) 
Yves-Marie T. Koissy (Cote d'fooirc) 
Douglas E. Smee (Ca1111dn) 
Ewen L. Waterman (Australia) 
Willy Kiekens (Bef/Ji1m1) 
L.J. Mwananshiku (Zn111bia) 
Barnabas S. Dlamini (Sn,azilrmd) 
Carlos Saito (Peru) 
Hiroo Fukui (japan) 
Hachiro Mesaki (Japm1) 
KP. Geethakrishna11 (lnriin) 
Daniel Kai:scr (SlJJitzerland) 
Daniel Kaeser (S111itzcrla11ri) 
Konstantin G. Kagalovsky (Russia) 
Dmitri V. Tulin (Russin) 
Con:ntino V. Santos (Cnpc Verde) 
Yves-Marie T. Koissy (Cote ri'Jpofre) 
Cori:ntino V. Santos (Cnpc Venlt:) 
Yves-Marie T. Koissy (Cote d'Ivoire) 
Willy Kickens (Relgimn) 
Douglas E. Smee (Cm1a.rin) 
Ian Clark (Canada) 
Douglas E. Smee (Canarin) 
Ian Clark (Ca1111ria) 
Ewen L. Waterman (Australia) 
Carlos Saito (Peru) 
Konstantin G. Kagalovsky (R11ssin) 
Dmitri V. Tulin (Russia) 
LJ. Mwananshiku (Zambia) 
Rarnabas S. Dia mini (Sivazilnnd) 
A. Guillermo Zoccali (Argcnti11n) 
J. dl'. Beaufort Wijnholds(Nctberlnnds) 
Giulio Lanciotti (lraly) 
Ewen L. Waterman (Australia) 
Muhammad AJ-Jasser (Saudi Arabia) 
Roberto M;'lrino (Mexico) 
Godert A. Posthumus (Netbcrlanris) 
Abbas Mirakhor (lmn, Islmnic 

Republic of) 
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Temporary Alternate 
Executive Director 

Frank Moss (Belgium) 
George Toma Mucibabici (Romania) 

James A.K. Munthali (Mala111i) 

Jean-Christian Obame (Gabon) 

Sean O'Connor (Canada) 

Susana del Carmen Olgiati (Argentina) 
Juan Ortiz Vcly (Paraguay) 

Toshio Oya (Japan) 

Yasmin Patel (Mozambique) 

Jarmo Pesola (Finland) 
Hinauri Petana (Western Samna) 

Murray Peu-ie (Nell' Zenla11d) 
Carsten F. Pillath (Germany) 

Robert Kenneth W. Powell (United Kingdom) 
Neeraj Prasad (India) 

Roderick Rainford (Jamaica) 

Ganga P. Ramdas (United States) 
Ahmad Raza (India) 

Vladimir Rigasz (Stm,ak Republic) 
Sadok Rouai (Tunisia) 

Angel Ruocco (Venezuela) 
Matthew W. Ryan (United States) 

Daniel Saha (Cameroon) 

Gabriel A. Sanchez (A1ge11ti11n) 
Bassirou A. Sarr (Mauritania) 

Floris A. Schilthuis (Netherl1mrh) 

Guiseppe Schlitzer (Italy) 
Arn6r Sighvatsson (Iceln.11d) 

Tarmiden Sitorus (Indonesia) 
David L. Stanton (United Kingdom) 

Julio Roberto Suarez (Guatemala) 

Khamsouk Stmdara (Lao PDR) 
Lisa Tase (Romania) 

Norbert Toe (Burkina Faso) 

Ake Tornqvist (SJllcdcn) 
Vishwapati Trivedi (India) 

Jan Willem Van der Kaaij (NetherlandJ) 
Vitali Y. Verjbitski (Russia) 

Andrei Vernikov (Russin) 
Andrus Viirg (Estonia) 

Ruediger von Kleist (Gerinany) 

CI-IA:--:GES IN I-.XJ-_( LT 11\'E BOARD 

Executive Director for Whom 
Temporary Alternate Served 

Willy Kiekens (Belgium) 
J. de Beaufort Wijnholds (Nctherlrwds) 
L.). i'vtwananshiku (Zambia) 
Barnabas S. Dlamini (Swazilnitd) 
Corentino V. Santos (Cape Ve1·de) 
Yves-Marie T. Koissy (Cote d'Ir>oire) 
Douglas E. Smee (Cmtadn) 
fan Clark (Canada) 
A. Guillermo Zoccali (A1;gentina) 
A. Guillermo Zoccali (A1;genti11a) 
Hiroo Fukui (japan) 
Hachiro Mesaki (Jn.pnn) 
L.J. Mwananshiku (Zambia) 
Barnabas S. Dlamini (Swazilnnd) 
Jarle Bergo (Norway) 
Ewen L. Waterman (Australia) 
Ewen L. Waterman (A11stm/ia) 
Stefan Schoenberg (Germany) 
Huw Evans (United Kingdom) 
K.P. Geerhakrishnan (India) 
Douglas E. Smee (Canada) 
Ian Clark (Canada) 
Alexandre Kat"ka (Bmzil) 
K. P. Gcethakrishnan (India) 
Willy Kiekcns (Belgium) 
Abbas Mirakhor (lmn, lslnmic Republic of) 
Luis E. Berrizbeitia (Venezuela) 
Karin Lissakers (United Stntes) 
Corentino V. Santos (Cape Verde) 
Yves-Marie T. Koissy (Cote d'l11oire) 
A. Guillermo Zoccali (A,;gentinn,) 
Coremino V. Santos (Cape Verde) 
Yves-Marie T. Koissy (Cote d'Ji,oirc) 
Godert A. Posthumus (Nethe1·la11ds) 
J. de Beaufort Wijnholds (Netherlands) 
Giulio Lanciotti (Italy) 
Jarle Bergo (Noru,ay) 
J.E. 1smael (Indonesia) 
Huw Evans (United Ki1igdom) 
Roberto Marino (Mexico) 
Luis E. Berrizbeitia (Ve11ez11ela) 
J.E. Ismael (Indonesia) 
Godert A. Posthumus (Netherlands} 
Corentino V. Santos (Cape Ve1·dc) 
Yves-Marie T. Koissy (Cote d'Jvoi1·c) 
Jarle Bergo (Nol'waJ) 
K.P. Geethakrishnan (India) 
Godert A. Posthumus (Netherlnnds) 
Konstantin G. Kagalovsky (Russia) 
Dmitri V. Tulin (Russia) 
Dmitri V. Tulin (Russia) 
Jarlc Bergo (No1111ay) 
Stefan Schoenberg (Germany) 
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A I' r E :-,,' n I X \' I I I 

Temporary AJternate 
Executive Director 

Silvia Vori (Italy) 
WANG Xiangyong (China) 

WANG Yanzhi (China) 
Jeremy B. Wire (U11ited Stat1:s) 

WU Hongwei (Chinn.) 
YANG Xiangyuan (Chinn) 
Edgar L. Zamalloa (Peru) 
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Executive Director for Whom 
Temporary AJternate Served 

Giulio Lanciotti (Italy) 
ZHANG Ming (Chinn) 
ZHA1 G Ming (C/Jina) 
Karin Lissakcrs (United States) 
ZHANG Ming (C/Jina) 
ZHANG Ming (China) 
Carlos Sairo (Peru) 
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ADM IN IS TRATIVE 
STAFFING, AND 

AND CAPITAL BUDGETS, 
IZATION 

Financial Year 1995 

Expenditures 
The Fund's Administrative and Capital Budgets arc 
considered in the context of rolling three-year and 
five-year medium-term budget outlooks that arc 
reviewed once a year by the Executive Board. The 
medium-term outlook endorsed by the Board in 
December 1994 reflected the Fund management's 
commianent to reduce administrative expenditures in 
real terms in financial )'Cars 1996 and 1997 and to 
maintain constant dollar expenditures in financial year 
1998 on a budget-to-budget basis. The outlook for 
the Capital Budget is also constrained. Capital project 
budgets will be reduced compared with previous years, 
except for major building projects that have already 
been approved or arc under consideration. 

The Fund's Administrative Budget for the financial 
year ended April 30, 1995 (1994/95) was 
$488.3 million, and capital projects totaling 
S 17.4 miLlion ($10.0 million for building systems and 
$7.4 million for electronic data-processing equipment) 
were also approved. Actual administrative expendi
tures during the year totaled $462.2 million, and capi
tal project disbursements totaled $32.9 million, 
including $12 .9 million for building-addition projects 
(Table IX.1 ). During the year, a number of steps were 
taken to increase the efficiency of the Fund and reduce 
coses (Table IX.2). These included i.ncreased automa
tion of Fund work activities and adjustments in 
administrative procedures, including the full-year 
effect of dollar-denominated travel budgets. In addi
tion, several initiatives were delayed, including 
replacement of the current microcomputer operating 
system. 

During 1994/95, resources were used tO support 
the work of the Fund in the following proportions: 
counuy-specific work, with 109 countries classified as 
program/intensive, 66 resident representative posts 
authorized, and 203 staff years of Fund-financed 
technical assistance (47.2 percent); policy develop
ment, evaluation, and research devoted ro substantive 

0RGA 

policy-related work, including the World Economic 
Outlook exercise ( 12.2 percent); statistics, i11forma
tion, and external relations including production of 
the Fund's statistical publications, work with mem
bers on statistical policy, and increased demands on 
external relation activities as a result of efforts co pro
vide greater openness of the institution (7.1 percent); 
external training, which encompasses the scholastic 
program of tl1e IMF Institute, the Joint Vienna Insti
tute, and regional courses (4.5 percent); administra
tive support, where investments in technology, 
coupled with work process improvements, have com
bined to produce a series of savings in the diverse 
activities within this category ( 16.8 percent); and 
Board of Governors and Executive Board (12.2 per
cent). (See Chart 10.) 

Organization and Staffing 
The first change in the Fund's senior management 
structure since 1949 took place in financial year 1994 
with the expansion from one co three in the number 
of Deputy Managing Directors. This change 
permitted a more team-oriented approach and 
strengthened the FLU1d's management structure, 
which had canied an increased burden of 
responsibilities for a greatJy enlarged membership in 
recent years. 

At the end of the financial year, there were 2,184 
staff members from 115 countries. 

Financial Year 1996 

Expenditures 
Early in 1995, rhe Board approved an Administrative 
Budget for 1995/96 of$475.l milJion-a decrease 
of 2. 7 percent over the revised budget for the previ
ous year-and a capital project budget of 
S13.4 million ($5.6 million for building systems, 
S0.5 million for work-practice improvements, and 
$7.3 million for electronic data-processing equip
ment). The 1995/96 Administrative Budget repre
sented a decision to hold expenses to a minimal real 
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Al'l'~NDIX IX 

growrh level. A policy of budgetary consolidation was 
adopted with across-the-board reductions in staffing 
positions as a result of productivity improvements. 
In addition, some targeted staffing reductions have 
also been possible through the introduction of new 
technologies and the substitution of external funding 
for some technical assistance experts who were pre
viously financed from Fund resources. Among the 
limited number of new initiatives was a scheduled 
updating of the operating system on the Fund's 
microcomputers. 

Table IX.l 

Organization and Staffing 
The total authorized staffing of the Fund has been 
reduced by 40 stafi:years in financial year 1996. Of 
this reduction, 15.5 staff-years represent the abolition 
of reguJar staff positions, with the balance of the 
reduction composed of contractual resources, over
time, and Fund-financed technical assistance experts. 
At the same time, vacant positions will continue to be 
filled, thereby moderating the ceiling reduction. 

No major organizational changes for financial year 
1996 arc planned at this time. 

ADMlNISTRATl\'E BUDGET AS APPROVED BY THE EXECUTIVE BOARD FOR THE ~INA?-JCIAL YEAR 
ENDING Al'RJL 30, 1996 CO,\IPAR.ED \VlTH ACTUAL EXPENSES FOR THE FJ;-.:ANCIAL Yl~ARS ENDED 
APRIL 30, 1993, APRJL 30, 1994, AND APRJL 30, 1995; AND CAPITAL BUDGETS AS APPROVED BY THE 
EXECUTIVE BOARD FOR CAPITAL PROJECTS lN FlNA._~ClAL YEARS 1993, 199-!-, 1995, A.~D 1996 
(Vnlues e:.;p1·cssed i11 11Jo11sr111ds of U.S. dollrm)1 

Administrative Budget 
I. Personnel expenses 

Sabrics 
Other personnel expenses 

Subtotal 

11. Travel expenses 
Business travel 
Other travel 

Subtotal 

111. Other administrarive expenses 
Communications 
Building occupancy 
Books and printing 
Supplies and equipment 
Data processing 
Miscdl,1111.:ous 

Subtotal 

IV. Reimbursements 

Total Administrative Budget 
Less: Reimbursement for administering 

the SDR Department 
Reimbursement for administering 

the SAF /ESAF 

Net Administrative Budget expcnscs2 

Capital Budget 
Capital project budgcrs 3 

Capital project disbursements 

Financial 
Year Ended 

ApriJ 30, 1993: 
ActuaJ 

Expenses 

174,551 
95,961 

270,512 

43,675 
24,492 

68,167 

8,954 
28,361 

5,864 
8,436 

14,207 
6,484 

72,306 

-21,913 

389,072 

-4,067 

-23,200 

361,805 

9,050 
17,576 

1 Due ro rounding, details may nor add to total. 

PinanciaJ 
Year Ended 

ApriJ 30, 1994: 
ActuaJ 

Expenses 

192,920 
122,785 

315,705 

41,820 
27,099 

68,919 

I 0,303 
37,613 
7,040 
8,614 

15,857 
8,956 

88,383 

-24,712 

448,295 

-5,392 

-26,392 

416,511 

124,760 
25,975 

Financial 
Year Ended 

April 30, 1995: 
ActuaJ 

Expenses 

202,885 
127,143 

330,028 

41,081 
31,287 

72,369 

10,126 
39,800 

7,609 
7,935 

16,006 
9,377 

90,852 

-31,007 

462,242 

-6,143 

-33,079 

423,020 

17,445 
32,889 

2Net Administrative Budget expenses exclude valuation gain or loss on administrative currency holdings. 
•Multiyear Capital Budgets for projects beginning in each financial year approved as of Ma}' 1995. 
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Financial 
Year Ending 

April 30, 1996: 
Budget 

210,665 
132,860 

343,525 

42,180 
26,195 

68,375 

10,625 
41,525 

7,860 
8,175 

17,300 
11,950 

97,435 

-34,190 

475,145 

475,145 

13,400 
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BUDGETS, STAFFl>:G, AND ORGANIZATIO:S: 

Tabk lX.2 

COST OF i\ltAJOR FU:--1D ACTIVITIES, Fr~ANCLAL YEARS 1994-96 
(In 111ifliom of U.S. dollrm) 

Activity 

Country-specific work 
All except technical assistance 
Technical assistance 

Policy development, research, and evaluation 
Statistics, information, and external relations 
Administrative support 
External training 

Board of Governors and Executive Board 

Total 

Chart 10 
COST OF MAJORACTl\'ITIES 
(As" percenmge of tom! com) 

Governors and Executive Directors (12.2) 

Policy, development, evaluation, 
and research ( 12 .2) 

Statistics and 
external relations (7. I) 

Administrative support (16.8) 

External training ( 4.5) 

1994 

212.6 
166.2 
46.4 

52.8 
32.9 
80.4 
21.3 

48.3 

448.3 

Financial Years 

1995 

218.1 
171.2 

46.9 

56.3 
33.0 
77.5 
21.0 

56.3 

462.2 

Surveillance and use of 
Fund resources (37.0) 

> Country-specific 
work (47.2) 

Note: lnfonnation is based on financial year 1995 outturn of expenditures. The cost of general 
supervision, training, profc:.ssional dcvclopmcm, and leave ha.< been distributed proportionally to c;ich of the 
orh~r C3tcgorics. 

1996 

224.6 
177.7 
46.9 

57.6 
32.8 
84.5 
23.7 

52.0 

475.2 
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FINANCIAL STATENIENTS 

Report of the External Audit Committee 

Washington, D.C. 
June 30, 1995 

Authot·ity and Scope of A-udit 
In accordance with Section 20(b) of the By-Laws of the International Monetary Fund we have audited the financial 
statements of the International Monetary Fund covering the: 

• General Department for the year ended April 30, 1995, 

• SDR Department for the year ended April 30, 1995, and 

• the Accounts Administered by the lnternational Monetary Fund, for the year ended April 30, 1995, which 
consist of the: 

l. Enhanced Strucniral Adjustment Facility Trust, 

2. Enhanced Strncniral Adjustment Facility Administered Accounts: 
- Ausrria, - Indonesia, 
- Belgium, - Iran, 
- Botswana, - Portugal, 
- Chile, - Saudi Fund for Development 
- Greece, Special Account, 

3. Administered Accounts Established at the Request of a Member: 
-Administered Account Japan, 
- AdmiJ1istered Technical Assistance Account Japan, 

4. Trust Fund, 

5. Supplementary Financing F:tcility Subsidy Account, 

6. Retired Staff Benefits Investment Account. 

Our audit was conducted in accordance with generally accepted auditing standards :tnd included reviews of 
accounting and internal control systems, and tests of the :tccounting records. We evaluated the extent and results of 
the work of the outside accounting firm as well as that of the Otfice of Internal Audit and Review of the Interna
tional Monetary Fund and also used other audit procedures as deemed necessary. 

Audit Opinion 
In our opinion, the financial statements of the General Department, the SDR. Department, and the Accounts Admin
istered by the International Monetary Fund, including new accow1ts established in financial year 1995, have been 
prepared in accordance with generally accepted accounting principles applied on a basis consistent with that of the 
preceding year, and give a true and fair view of the respective financial positions and the allocations and holdings of 
SDRs as at April 30, 1995, and of the financial results of operations and transactions during the period then ended. 
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EXTERNAL AUDIT COMMITTEE: 

/s/ GerwaJd Kern, Chairm:tn (Germany) 
/s/ Iqbal Batty (Botswana) 
/s/ Joane Naivcli (Fiji) 
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F I ~ A ~ C I J\ L :, T ;\ T E ,\! E N 'l S 

Assets 
General Resources Account 

General Department 
Balance Sheets 

as at April 30, 1995 and 1994 
(/11 t/Jousm1ds ofSDlls) 

(Note 1) 

Currencies and securities (Notes 2 and 5) ............................. . 
SDR holdings (Nore 3) .......................................... . 
Gold holdings (Note 4) .......................................... . 
Charges receivable ( Note 5) ....................................... . 
Interest receivable on SOR holdings ................................ . 
Other receivables (Notes 2 and 5) ................................... . 
Other assets (Note 6) ............................................ . 

Total General Resources Account 

Special Disbursement Account 
Structural adjustment fuciliry loans .................................. . 
lnvestments ................................................... . 
Interest receivable ............................................... . 

Total Special Disbursement Account ............................... . 

T oral Assets ............................................... . 

Quotas, Reserves, Liabilities, and Resources 
General Resources Account 

Quoras (Nore 2) ................................................ . 
Reserves (Note 7) ............................................... . 
Special Contingent Accounts (Note 5) ............................... . 
Liabilities 

Borrowing (Note 8) ........................................... . 
Remuneration payable (Note: 5) .................................. . 
Interest payable ......... , ..................................... . 
Other liabilities ............................................... . 

Deferred income From charge5 (Note 5) .............................. . 

Total General Resources Account 

Special Disbursement Account 
Accumulated resources ........................................... . 
Deferred income (Note 5) ........................................ . 

Total Special Disbursement Account ............................... . 

Total Quotas, Reserves, Liabilities, 
and Resources ............................................ . 

The accompanying notes and schedules are an integral pan of the financial statements. 

1995 

l 45,298,032 
1,000,655 
3,624,797 
1,517,412 

20,447 
77,380 

120,064 

151,658,787 

l,650,737 
184,910 

9,889 

1,845,536 

153,504,323 

144,954,400 
1,786,546 
1,369,915 

1,959,626 
234,119 
21,357 

230,657 

2,445,759 
1,102,167 

I 5 I ,658,787 

1,842,328 
3,208 

1,845,536 

153,504,323 

/s/ GU.ncer Wittich 
Acting Treasurer 

/s/ M. Camdcssus 
Managing Dh-cctor 

1994 

J 40,980,507 
6,037,761 
3,624,797 
1,319,916 

65,944 
77,380 

107,672 

152,213,977 

1,835,247 
226,465 

6,098 

2,067,810 

154,28 I ,787 

144,859,000 
1,701-472 
1,154,493 

3,060,000 
182,459 
26,515 

187,103 

3,456,077 
1,042,935 

152,213,977 

2,065,219 
2,591 

2,067,810 

154,281,787 
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APPENDIX X 

General Department 
Income Statements 

for the years ended April 30, 1995 and 1994 

General Resources Account 
Operational I ncomc ( Note 5) 

(bi tho11sa11ds of SDRs) 
(Note 1) 

Periodic charges ................................................ . 
lnrercst on SDR holdings ......................................... . 
Service charges ................................................. . 
Stand-by, special charges, and other income ........................... . 
Burden-sharing contributions net of refunds (Note 5) 

Additional charges ............................................ . 
Reduction of remuneration ...................................... . 

Operational Expense 
R.emuncration (Note 5) 
Interest on borrowing ............................................ . 
Allocation to the Special Contingent Accounts (Note 5) .................. . 
Deferred income, net of settlements ................................. . 

Net Operational lncome .......................................... . 

Administrative Expenses (Notes l and 9) ............................... . 

Net Income of General Resources Account 
Before Net Effect of Changes in Accounting 
Methods .................................................... . 

Cumulative eflccts of changes in accounting methods 
(Notes I and 9) 

Accounting for property and equipment ...................... . 
Accrnal of post-retiremcnr medical and life insurance 

benefits ............................................. . 

Net Income of General R.esources Account 

Special Disbursement Account 
Investment income ................................................ . 
Interest and special charges ......................................... . 

Administrative expenses (Note 9) ..................................... . 

Net (Loss) Income of Special Disbursement 
Account .................................................... . 

The accompanying notes and schedules arc an integral part of the financial statements. 
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1995 

1,282,853 
216,410 

52,958 
1,568 

83,207 
192,153 

1,829,149 

1,053,525 
L27,610 
215,422 

59,232 

1,455,789 

373,360 

288,286 

85,074 

85,074 

9,091 
8,099 

17,190 
22,524 

(5,334) 

1994 

1,173,120 
299,507 

26,202 
9,292 

96,645 
154,367 

1,759,133 

992,862 
147,156 
242,597 
(15,015) 

1,367,600 

391,533 

318,002 

73,531 

48,418 

(47,800) 

74,149 

23,906 
8,727 

32,633 
19,200 

13,433 
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F I ~ A N C I ;\ L ST AT E }.\ E :-,; TS 

General Department 
Statements of Changes in Reserves and Resouxces 

for the years ended April 30, 1995 and 1994 

Reserves-General Resources Account 
Special Reserve (Note 7) 

( In thoumnds of SD Rs) 
(Note 1) 

Balanct:, beginning of the year ..................................... . 
Net income ................................................... . 

Balance, end of the )1Car . . . . . . . . . . . . . . . . . . . . . . . . . . . . .............. . 

General Reserve (Not<! 7) 
Balance, beginning and end of the year ............................... . 

Total Reserves ofrhe General 
Resources Account .......................................... . 

Resow·ces-Special Disbursement Account 
Balance, beginning of the year ....................................... . 
Transfers from Trust Fund .......................................... . 
Transfers from SFF Subsidy Account .................................. . 
Transfers to ESAF Trust ............................................ . 

Net (loss) income ................................................. . 

Total Resources of the Special 
Disbursement Account ......................................... . 

The accompanying notes and schedules are an integral part ofche financial statements. 

1995 1994 

1,335,892 1,261,743 
85,074 74,149 

1,420,966 1,335,892 

365,580 365,580 

1,786,546 1,701,472 

2,065,219 2,499,884 
3,724 59,605 

632 
(221,913) (507,703) 

1,847,662 2,051,786 
(5,334) 13,433 

1,842,328 2,065,219 
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APPENDIX X 

General Department 
Notes to the Financial Statements 

April 30, 1995 and 1994 

General Department 
The General Department consisrs of the General 
Resources Account, the Special Disbursement 
Account, and the Investment Accounr. The Invest
ment Account had not been activated at April 30, 
1995. 

Gcncml Resources Accou11t 

The General Resources Accoum rctlects the receipt of 
quota subscriptions, purchases and repurchases, collec
tion of charges on members' use of Fund credit and 
payment of remuneration on creditor positions in the 
Fund, and repayment of principal and inren:sr ro the 
Fund's lenders. Assets held in the General Resources 
Account include (1) currencies (including securities) 
of the Fund's member countries, (2) SDR holdings, 
and (3) gold. 

The Fund makes its resources available to its mem
bers under policies on the use of its resources by sell
ing to members, in exchange for their own currencies, 
SDRs or currencies of other members. When members 
make purchases, they incur an obligation to repur
chase the Fund's holdings of their currencies, within 
the pez.iods specified by the Fund, by the payment to 

the Fund of SDRs or currencies of other members 
specified by the Fund. The Fund's policies on the use 
of its general resources arc intended to ensure d1at 
d1eir use is temporary and will be reversed within the 
relevant repurchase periods. 

The composition of die Fund's holdings of mem
bers' currencies changes as a result of the Fund's 
transactions, including purchases and repurchases. 
Currencies and securities consist of holdings of cur
rencies or notes payable on demand that substitute 
for the members' currencies, including those of 
members that make use of the Fund's resources and 
those used to finance the Fund's operations and 
transactions. 

A member has a reserve tranche in the Fund to the 
extent that the Fund's holdings of its currency, 
excluding holdings that reflect die member's use of 
Fund credit, arc less than the member's quota. A 
member's reserve tranche is considered a part of the 
member's external reserves, which it may draw at any 
time when it represents that it has a need. Reserve 
tranche purchases arc not considered a use of Fund 
credit and arc not subject to repurchase obligations or 
charges. 

A member is entitled to repurchase at any time the 
Fund's holdings of its currency on which the Fund 
levies charges and is expected ro make repurchases as 
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and when its balance of payments and reserve position 
improve. 

Special Disburscmrnt Acco1111t 

The Special Disbursement Account was activated on 
June 30, 1981 to receive transfers from the Trust 
Fund, which is in the process of being wound up. A 
structural adjustment facility (SAF) was est;,iblished in 
March 1986 widiin the Special Disbursement Account 
to provide balance of payments assistance on conces
sional terms to qualif)1ing low-income developing 
members. 

The Special Disbursement Account is a part of die 
General Department of the Fund. The assets and 
income of the account are held separate from resources 
of other accounts of the General Department. Assets 
that exceed die needs of the account arc transfcm:d 
to the Reserve Account of d1e Enhanced Strucrural 
Adjustment Facility Trust (ESAF Trust), which is 
separately administered by the Fw1d as Trustee. 
Resources of the ESAF Trust Reserve Account that 
are determined to be in excess of its estimated needs 
are to be transferred back to the Special Disbursement 
Account. Upon liquidation of die ESAF Trust, the 
amounts remaining in the ESAF Trust Reserve 
Account after the discharge of remaining liabilities 
shall be transferred to the Special Disbursement 
Account. In financial years 1994 and 1995, the Fund 
transferred certain resources derived from the renni
nation of die 1976 Trust Fund to clic ESAF Trust 
Subsidy Account. Upon liquidation of the ESAF Trust, 
any resources remaining in the ESAF Trust Subsidy 
Account will be returned to clic Special Disbursement 
Account and the cont1ibutors of rhc ESAF Trust Sub
sidy Account. 

1. Simimary of Significant Accounting 
Practices 

Unit of Acco1111t 

The accounts ofd1e General Department are 
expressed in terms of cl1e SDR. SD Rs are interest
earning assets allocated to participants in die Fund's 
SDR Department. The currency value of die SDR is 
determined by the Fund each day by summing the val
ues in U.S. dollars, based on market exchange rates, of 
a basket of five currencies of the members having the 
largest exports of goods and services during die five
year period ending one year prior to the date of die 
review of the SOR valuation basket, which is con
ducted every five years. The SD R valuation basket was 
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last reviewed in financial year 1991. The currencies 
comprising the basket and their amounrs in the basket 
arc as follows: 

Currency 

U.S. dolhir 
ncu r~chc mark 
J.1pam:~c vcn 
French franc 
l'ound .rerling 

Vn/11ntim1 of C11rrcncics 

Amount 

0.572 
0.-l53 

31.8 
0.800 
0.0812 

Currencies arc valued in terms of the SDR on the basis 
of the representative exchange rate determined for 
each currency. Each mcmber is obligated to maintain 
the valuc of the balances of its currency held by the 
Fund in the General Resources Account in terms of 
the SDR. Whenever the Fund revalues its holdings of 
a member's currenq', a receivable or a payable is 
established for the amount of currency payable by or 
to the member in order to maintain the SDR value of 
the Fund's holdings of the currency. The balances of 
the receivables or payables are reflected in the Fund's 
total currency holdings. 

lucomc Rccognitio11 

The Fund maintains its accounts on an accrual basis; 
accordingly, income is recognized as it is earned, 
and expenses arc recorded as they arc incurred, except 
that income from charges from members that arc 
overdue in settling their obligations to the Fund by 
six monrhs or more is deferred and is recognized as 
income only when paid, unless the member has 
remained current in settling charges when due 
(sec also Note 5 ). 

CaJ1ital Assets 

On May 1, 1993, the Fund adopted depreciation 
accounting and capitalized land and buildings at 
their historical cost less their estimated depreciation. 
The Fw1d capitalizes assets with a cost in excess of 
$100,000. Depreciation is calculated using the 
srntight-line method o,·er the estimated useful lh·es 
of the assets. 

Post-Rctircm,:nt Brncfits 

The Fund provides certain health care benefits tO staff 
and retirees that elect to participate in its medical 
benefits and life insurance plans. Participants :md the 
Fund conrribute toward meeting the costs of these 
benefits. During financial year 1994, the Fund 
adopted the accrual method of accounting for its 
share of the expense of providing post-retirement 
medical and life insurance benefits to n:tirces. Prior 
to financial year 1994, the.: Fund recognized these 
costs on a pay-as-you-go basis. 
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2. Quotas, Cwrrencies, and Secu1,ities 
Each member is required to pay tO the Fund the 
amount of its initial quota and subsequent incn.:ascs 
partly in rhe member's own currency and the remain
der in the form of reserve assets, except that in 1978 
members were permitted co pay the entire increase in 
their own cmrcncies. A member's quota is nor 
increased until the member consents to the increase 
and pays the subscription. Each member has the 
option to substitute nonnegotiable and non-intercst
bcaring securities for the ,,mount of its currency held 
by the Fund in the General Resources Accounr char is 
in excess of 1/. of I pcrccnt of the member's quota. 
These sccu1itics, which ;1re part of the Fund's currency 
holdings, arc encashabk by the Fund on demand. 

Changes in the Fund's holdings of members' cur
rencies and sccmitics for chc year ended April 30, 
1995 were as follows: 

April 30, April 30, Net 
1995 1994 Change 

In 111illio11s of SD Rs 

Member, qumas 14-l,954 144,859 95 
,\!ember, out>tanding use of Fund 

crcdi[ in die G RA 32,H0 25,533 6,607 
Le" other rcc.-i,·abks (77) (77) 
i\\l"mbcrs' oursranding rcs1..·n·c 

rranchc posnions in the GR.A (31,720) (29,338) (2.382) 
AdminiStrarivc currency balances I -l ~) 

Currencies and securities 145,298 140,981 4,317 

On December 14, 1992, the Republic of Bosnia 
and Herzegovina and the Federal Republic of 
Yugoslavia (Serbia/Montenegro) agrecd, as successor 
states, to share in the assets and liabilities of the 
former Socialist Federal Republic of Yugoslavia. fu 
of April 30, 1995, these.: states had not succeeded 
to Fund membership. Fund credit outstanding at 
April 30, I 995 and l 994 includes <>verdue credit 
amounting ro SDR 77.4 million with respect to 
these two states. This amount is disclosed scparatc.:ly 
as other receivables in the balance sheers. 

Each member is obligated to maintain the value of 
thc balances of its currency held by the Fund in the 
General Resources Account in term:, of the SDR, and 
therefore the Fund periodically revalues its holdings of 
a member's currency. At April 30, 1995, when all 
holdings of currencies ot members were last revalued, 
receivables and payables arising from valuation adjust
ments amounted tO SDR 21,174.0 milli.on and 
SDR 2,355.0 million, respectively (SDR 18,644.5 
million and SD R 809 .1 million, respectively at 
April 30, 1994 ). Th1: receivable or payable balances 
arc reflected in the Fund's total currency holdings. 
At June 27, 1995, the amounts receivable were 
SDR 9,348.7 million, and the amounts payable were 
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APPh:-SDIX X 

SDR 748.5 million. The Fund's holdings of members' 
currencies ar April 30, 1995 are shown in Schedule 1. 

3. SDR Holdings 
SDRs are reserve assets created by the Fund and allo
cated to members participating in the SDR Depart
ment. Although SDRs are not allocated to the Fund, 
the Fund may acquire, hold, and dispose ofSDRs 
through the General Resources Account. The Fund 
receives SD Rs from members in the settlement of 
their financial obligations to the Fund and uses SDR.s 
in transactions and operations between the Fund and 
its members. The Fund earns interest on its SOR 
holdings at the same rate as all other holders of SDRs. 

4. Gold Holdings 
At April 30, 1995 and April 30, 1994, the Fund held 
3,217,341 kilograms equal to 103,439,916 fine 
ounces of gold at designated depositories. Gold held 
by the Fund is valued on tlie basis of 0.888671 gram 
of tine gold per SDR, which is equivalent to SDR 35 
per fine ounce, except for 21,396 fine ounces that 
were acquired in financial year 1993 at a market value 
equivalent tO SDR 5.1 million. 

5. Fund Operations 
The Fund's financial resources are made available to 
members under a number of policies and faciJities that 
differ in the type of balance of payments need they 
seek to address, in the length of repurchase period, 
and in the degree of conditionality attached to them. 
Changes in the outstanding use of Fund credit under 
various facilities during the year ended April 30, 1995 
were as follows: 

April 30, April 30, 
1994 Purchases Repurchases 1995 

In mil/ious 1,fSDRs 

Regular fudlitics 6,236 7,587 1,264 12,559 
Compensatory and 

conringcnty 
financing fucility 3,756 287 1,022 3,021 

Extended Fund facility 6,327 1,039 506 6,860 
Systemic rransforn1ation 

fociliry 2,725 l.l23 3,848 
Supplementary financing 

fucility 191 191 
Enlarged ;1cccss 6,298 556 1,L93 5,661 

Total 25,533 10,592 3,985 32,140 
--

Members' use of Fund credit is shown in Sched
ule 1. 

Cluu;gi:s 
The Fund levies periodic charges on its holdings of 
members' currencies d1at de,ive from their use of Fund 
credit. The race of charge is set as a proportion of tl1e 
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SDR interest rate. This rate is adjusted periodically to 
offset tl1e effect on income of the deferral of charges 
and to finance the additions to the Special Contingent 
Accounts, which are further discussed below. Special 
charges are levied on holclings that are not repurchased 
when due, and on overdue charges that are not settled 
when due, except that tl1ese charges do not apply to 

members that are six mon'ths or more overdue to the 
Fund. A service charge is levied by the Fund on each 
purchase, except on a reserve tranche purchase; a 
stand-by fee is charged on stand-by and extended 
arrangements and is refunded in proportion to pur
chases made under die arrangement. 

At April 30, 1995, die total holdings on which the 
Fund levied charges amow1ted ro SDR 32,140.4 mil
lion (SDR 25,532.7 million at April 30, 1994). 

Re11m1Je1·atio11 

The Fund pays remuneration on a member's remu11er
ated reserve tranche position. A remunerated rese,ve 
a-:111che position is the amount by which the Fund's 
holdings of a member's currency ( excluding holdings 
tl1at derive from the use of Fund credit) is below tht: 
member's norm. The norm varies for each member 
and, on average, amounted to 94.5 percent of quota 
at April 30, 1995. The rate of remuneration is equal 
to the SDR interest rate and is adjusted subject to a 
specific floor, to offset the effect of the deferral of 
charges on income and to finance the additions ro the 
Special Contingent Accounts, as discussed below. 

At April 30, 1995, d,e total creditor positions on 
which the Fund paid remwieration amounted to 
SDR 25,332.1 million (SDR 22,950.5 million at 
April 30, 1994). 

011e1·d1tc 0/Jligrrtious 

At April 30, 1995, six members were si.x months or 
more overdue in seeding their financial obligations 
to the Fund (seven members at April 30, 1994 ); 
five of these members were overdue to the General 
Department (six at April 30, 1994). In addition, the 
Republic of Bosnia and Herzegovina and the Federal 
Republic ofYugoslavia (Serbia/Montenegro) were 
also six months or more overdue in meeting tl1eir 
financial obligations to the Fund. Credit extended to 
diese members and successor states di rough the 
General Resources Account and the Special Disburse
ment Account, including SAF loans, amounted 
to SDR 1,851.2 million as of April 30, 1995 
(SDR 1,894.8 million as of April 30, 1994). 

One of the overdue members (Zambia) has been 
settling obligations as they fall due and is implement
ing a rights accumulation program that could lead to 
the settlement of its arrears. During the year ended 
April 30, 1995, one member (Haiti) fully setded its 
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overdue financial obligations ro che Fund. This 
restored this member's eligibility ro use the Fund's 
general resotu·ces. 

Overdue repurchases and SAF loan repayments 
and charges and SAF interest of the five members 
(six membcrs ar April 30, 1994) and the two suc
cessor states of the former Socialist Federal Rcpllblic 
of Yugoslavia that are six months or more overdue to 
the General Department were as follows: 

Total overdue 
O,•erduc for six month~ or more 
Overdue for three years or more 

Repurchases Charges and 
and SAF Loans SAF lntercst 

1995 1994 1995 1994 

1,728 
1,701 
1,512 

In 11iillio11s ofSDR., 

1,705 
1,667 
1,-¾32 

1,081 
1,049 

868 

1,025 
994 
718 

The type and duration of rhe arrears of these mem
bers a.nd rwo successor states of the former Socialist 
Federal Republic of Yugoslavia \\'ere as follows: 

Repurchases Charges Loogcst 
Overdue 

Obl.igation 
and SAF and SAF Toc:tl 

Loans Interest Obligation 

111 111illio11s ofSDRs 
.Bosnia and 

Hcrzcgovin.1, 
Republic of 17.7 

Liberia 201.6 
Somalia IOI.I 
Sudan 594.9 
Yugoslavia, Fcckr:1I 

Republic uf(Scrbia/ 
i\lomcncgro) 48.8 

Z:-tfrc 

Zambia 
219.6 
544.6 

2.7 
179.3 
62.0 

508.3 

7.4 
40.2 

280.7 

20.4 September 1992 
380.9 Januarv 1985 
163.1 Julv 1987 

1,103.2 August 1984 

56.2 September 1992 
2 59 .8 February 199 J 
825.3 Julv 1986 

Total 1,728.3 1,080.6 2,808.9 

Stn·1wt1Jwcd Cooperative Strn.tcgy 
The Fund follows a cooperative srraregy aimed ar 
resolving rhc issue of overdue obligations to the Fund. 
Three major elements form the basis of the coopera
tive strategy: (]) preventative measures, (2) remedial 
and deterrent mcasllres, and (3) intensified collabora
tion and the rights approach. Under the intensified 
collaborative approach, the Fund has developed Fund
monitored programs and rights accumulation pro
grams, which permit a member with protracted 
arrears to the Fund to establish a track record of per
formance related to policy implementation and pay
ments. A rights accumulation program allows rhe 
member to earn rights toward furure financing 
through the implementation of a comprehensive eco
nom.ic program. Rights would be encashed under a 
successor arrangement after clearance of arrears and 
when all the requirements for that successor arrange
ment are met. 
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Defen-crl Iiico1111: a11d SpecinJ Crmti11ge11t Accounts 
It is rhe policy of the Fund to exclude from current 
income charges due by members that a.re six months 
or more overdue in meeting payments ro rhe Fund 
unless the member is currenr in rhc payment of 
charges. Charges excluded from income are recorded 
as deferred income. Charges due and accrued by 
members that arc six months or more overdue and 
that have been deferred amounted to SDR 1,102.2 
milJ.ion at April 30, 1995 (SDR 1,042.9 million at 
April 30, 1994). 

Since May 1, 1986, the Fund has adopted decisions 
whereby debtor and creditor members share: the finan
cial consequences of overdue obligations. An amounr 
equal to deferred charges (excluding special charges) is 
generated and included in the Fund's income each 
quarter by an adjustment of the rate of charge and the 
rate of remuneration. However, the average rate of 
remuneration is not to be reduced below 85 percent 
of the SDR interest rate for the financing of deferred 
charges and the first Special Contingent Account (see 
following paragraphs). The proceeds from the subse
quent senlernent of overdue charges arc distributed to 
members that paid additional charges or received 
reduced remuneration when and to the extent that 
deferred charges that gave rise ro adjusrments are pa.id . 

ln view of the existence of protracted overdue 
obligations, the Fund accumulates precautionary bal
ances, inter alia, in the Special Contingent Accounts. 
At April 30, 1995, SDR 1,369.9 million was held in 
the first and second Special Contingent Accounts 
(SCA-1 and SCA-2). A total ofSDR.602.3 million 
was held in the SCA-1 (SDR 517.2 million at 
April 30, 1994), and SDR 767.6 million was held in 
the SCA-2 at April 30, J 995 (SDR 637.3 million at 
April 30, 1994 ). The Special Contingent Accounts arc 
also financed by additional quarterly adjustments to 
rhe rate of charge and the rate of remwicration. Bal
ances in die SCA-1 arc to be distributed ro die mem
bers that share the cost of financing it when there are 
no outstanding overdue charges and repurchases, or at 
such earlier time as the Fund may decide. 

The SCA-2 was established on July 1, 1990 (as part 
of the strengthened cooperative strategy) so as to 

accumulate SOR 1.0 billion over a period of approxi
mately five years. It is financed by a further adjustment 
co the race of charge :rnd to the rare of remuneration, 
subject ro the floor to the rate of remuneration of 
80 percent of the SDR interest rare. The resources 
accumulated in the SCA-2 safeguard against potential 
losses arising from purchases made under a successor 
arrangement after a rights accumulation program has 
been successfully completed by members with pro
tracted arrears to the Fund at the end of 1989, while 
at the same time providing additional liquidity ro assist 
in the financing of such purchases. Rcli.mds of conrri· 
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burions arc ro be made ati:er all repurchases under the 
righcs approach have been made, or at such earlier 
dare as the fund may determine. Use of fund credit 
in the General Resources Account following the com
pletion and encashmcnt of rights accumulation pro
grams amounted to SOR62l.O million at April 30, 
1995 and April 30, 1994. 

The allocations to the SCA-1 and SCA-2, the costs 
of deferred charges, and corresponding adjustments to 
charges and remuneration during the year ended April 
30, 1995 were as follows: 

Total Costs Adjustments to 

and Allocations Charges Remuneration 

/11 111illiu11., of SD Ju 

Deferred charges 96.0 
--

48.l 47.9 

SCA I 85 2 42.7 42.5 
SCA-2 130.3 10.6 119.7 

Tot.ti 215.5 53.3 162.1 

Refunds of deferred 
,harges 36.1 IIU 17.9 

Burden-sharing 
,ontrihutions net 
of refunds 275.4 83.2 192.2 

-- -- --

The cumulative charges, net of ~crtlcments, that 
have been deferred since Mav I, 1986, and have 
resulted in adjustments to charges and remuneration, 
amount to SOR 847.4 million (SOR 787.5 million at 
April 30, 1994). The cumulative rdimds for the same 
period amount to SOR 679.7 million (SOR 643.6 
million ar April 30, 1994 ). 

6- Other Assets 
Other assets include capital assets, which at April 30, 
1995 an10LU1ted to SOR 90.0 million (SDR. 78.l mil
lion at April 30, 1994), net ofoccumulatcd dcpn:
ciation of SOR 62.2 million (SOR. 57.8 million at 
April 30, 1994). These consist of land (SDR 33.6 
million), buildings (SOR 32.1 million), cquipmrnt 
(SDR. 9.9 million), and constniction in progress 
($DR 14.4 million). A net amount ofSDR 48.4 
million was capitalized as a result of the accounting 
change on May I, 1993 and was included in the 
lncome Statemcnt and in other assets for the year 
ended April 30, 1994. 

7. Reserves 
The Fund determincs annually "·hat pan of its net 
income shall be placed to the General R.eserve or to 
the Special Reserve, and what part, if any, shall be dis
tributed. The Articks of Agreement permit the Fund 
to use the Special Reserve for any purpose fr>r which it 
may use the General Reserve, except distribution. An 
administrative deficit for an~' financial year must be; 
charged first against the Special Reserve. 
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8- Borrowing 
Outstanding borrowing by the Fund amounted to 

SDR 1,960 million ar April 30, 1995, repn:senting 
outstanding balances under the bilateral arrangements 
with fapan, which will be repaid during financial year 
1996 (SDR. 3,060 million at April 30, 1994, consist
ing ofSDR 2,985 million outstanding under the bilat
ernl arrangement~ with Japan and SOR 75 million 
outstancling under enlarged access arrangements). 

Hilntn-a/ Arm11_11r111mts with f11p1111 

In December 1986, the Government of Japan agreed 
to make available to the Fund SOR 3.0 billion ro help 
rinanCl: the Fund's support of adjustment programs of 
member countries. Calls were made by the Fund over 
a period of four years unril resources under this bor
rowing agreement were ti.ally drawn by the end of 
March 1991. The Ii nal maturity of each call is five 
years from the initial dare of the call. Interest on 
amounts borrowed i~ based on che weighted average 
or six-month dome~ric interest rates in the countries 
that make up the currcnq• basket of the SOR. 

E11/a1:gcd Access 

The Fund entered into borrowing agreements under 
which the lender~ made resources equal to SDR 13.5 
billion available to the Fund to finance purchases by 
members under the enlarged :u.:cess policy. Interest 
rates on amounts borrowed varied and were based on 
Eurocurrency deposit rates and weighted average 
yields of domestic instruments denominated in the five 
currencies in the SDR valL1ation basket. Balances out
standing under thc;se arrangements as of April 30, 
1994 \\'ere fully repaid during financial year 1995. 

Grncml AITfllllfflltmts 111 llorr1111· 

Under the General Arrangcmcncs to Borro\\' (GAB), 
rhc fund may borro\\' up ro SDR 18.5 billion when 
supplementary resources an: needed, in particular, to 
forestall or to cope with an impairment of the interna
tional monetary system. The GAB became effecrive on 
October 24, 1962 and has been extended through 
Oeccmbcr 25, 1998. At April 30, 1995, the GAB had 
not been activated. 

9. Administmtive Expenses 
For rhe year ended April 30, 1995, the Fund incurred 
adminisu-ati\'e expenses for personnel (SOR 217.5 
million), travel (SOR 48.0 million), and other admin
istrati\'e needs (SOR 22.8 million). Adminisu·ative 
expcnses, which arc net of reimbursements, include 
pension plan conti-iburion.s, post-retirement benefits 
other than pensions, and deprcciarion expense. The 
General Resources Account is reimbursed for expenses 
incurred in administering the SDR Depanment 
(SOR4.2 million for the year ended April 30, 1995), 
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the Special Disbursement Account and the Enhanced 
Structural Adjustment Facility Trust (SDR 22.5 mil
lion for the year ended April 30, 1995 ), and for 
other services (SDR 16.4 million for the year ended 
April 30, 1995 ). 

The Fund has a defined-benefit Staff Retirement 
Plan and a defined-benefit Supplemental Retirement 
Benefits Plan ("the Plans"). All contributions ro the 
Plans and all other assets, liabilities, and income of the 
Plans are administered separately from the General 
Department and can be used only for the benefit of 
the participants in the Plans and their beneficiaries. 
Participants contribute a fixed percentage of their 
pensionable remuneration. The Fund contributes the 
remainder of the cost of fonding the Plans and pays 
certain administrative costs of the Plans. The Fund 
uses the aggregate cost mi;;thod for determining its 
pension cost and for funding the Plans. Under this 
method, the Fund's contributions, including those 
for cost-of-living adjustments and for expe1ience 
gains and losses, arc spread over the expected fumre 
working lifetimes of tht: participants in the Plans and 
are determined annually as a percentage of pension
able remw,eration of the participants. The funding 
and cost of the Plans for the year ended April 30, 
1995 are based on an actuarial valuation at April 30, 
1994. 

The Fund provides certain health care benefits to 
retirees who elect to continue participation in its med
ical benefits and group life insurance plans through 
retirement. Participants and the Fund contribute 
toward meeting the costs of these benefits. As 
described in note 1, the Fund rt:cognizes its share of 
health care costs on an accrual basis. The fund's cost, 
which includes a current-year cost and a past-service 
obligation, is determined actuarially on the basis of 
the actual experience of the Fund's medical and life 
insurance plans, a discount rate of 8.5 percent, and an 
increase in medical costs at an annual rate of 12 per
cent, declining to 6 percent over time, and other 
factors on the demographics of participants. The 
cumulative cost was actuarially estimated at SDR 81.7 
million as of April 30, 1995 (SDR 121.4 million as of 
Ap1il 30, 1994). At Ap1il 30, 1995, SDR 70.7 million 
of the cumulative cost has been charged in full to the 
Fund's income (SDR 61.4 million as of April 30, 
1994, of which SDR 47.8 million, representing the 
futme cost of medical benefits for retirees at the time 
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of the accounting change, is reflected as the cumula
tive effect of a change in accounting method). The 
uru-ecognized portion, t:qual to SDR 11.0 million, is 
being amortized over the average remaining service 
life of staff 

On April 3, 1995, the Fund established a Retired 
Staff Benefits Investment Account (RSBLA) to hold 
and invest the resomces contributed by the Fund 
toward the payment of post-retirement medical and 
life insurance benefits. The RSBIA shall also accumu
late resou1·ces to fund future medical and life insurance 
benefits to current staff after thi;;ir retirement. The 
resources of the account shaJl be kept separate from 
the property and assets of all other .,ccounts of, or 
administered by, the fund. An amount of SDR 73.3 
million was invested in the RSBLA during financial 
year l 995. The Fund will make periodic cona·ibutions 
to the RSBlA, based on the actuarially determined 
cost, which is n:cognizt:d as an expense in the General 
Resources Account. 

10. Arrangements in the General 
Departrnent 
At April 30, 1995, 33 arrangements were in effect, 
and uJ1drawn balances under these arrangements 
amounted to SOR 8,326.0 million. These arrange
ments are listed in Schedule 3. It should be noted that 
Mexico's stand-by arrangement, amounting to 
SDR 5,259.9 million at April 30, 1995, may be aug
mented by up to SDR.6,810.3 million to the extent 
that the contributions of governments and central 
banks fall short of$10.0 billion. 

The systt:mic transformation facility (STF) was 
established co provide fund credit to members that 
are in an early stage of the transition process. Use of 
Fund credit under the STF was limited to 50 percent 
of quota, divided into two equal disbursements. In 
accordance with the decision establishing this facility, 
the period within which a member could make a first 
purchase expired on April 30, 1995. With respect to 

members that have only made their first purchase 
under tJ,e STF at April 30, 1995, the period during 
which tht:y may make their second purchase will 
expire on December 31, 1995. Ar April 30, 1995, 
20 members had made drawings under this facility 
amounting to SDR 3,848.0 million. A furtl1er 
SDR447.2 million may still be drawn by eight of 
these members by December 31, 1995. 
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APPENDIX X 

Schedule I 

General Department 
Quotas, Fund's Holdings of Currencies, Members' Use 

of Fund Resources, and Reserve Tranche Positions 
as at April 30, 1995 

(!11 rlJ011.m11dsofSDRs) 

General Resources Account 

Fund's holdfogs Special 
of cunencies 1 

Reserve Disbursement 
Percent Use of tranche Account 

Member Quota Total of quota resources2 position Loans 

Afghanistan, Islamic State of 120,400 115,488 95.9 4,928 
Albania 35,300 48,425 137.2 L3,l25 5 
Algeria 914,400 1,752,043 l91.6 837,645 7 
Angola 207,300 207,445 100.1 
Antigua and Barbuda 8,500 8,499 100.0 

Argentina 1,537,100 5,386,367 350.4 3,849,242 
Armenia, Republic of 67,500 84,375 125.0 16,875 5 
Australia 2,333,200 L,991,452 85.4 341.756 
Austria 1,188,300 775,359 65.2 412,898 
Azerbaijan 117,000 146,250 125.0 29,250 10 

Bahamas, The 94,900 88,663 93.4 6,239 
Bahrain 82,800 40,229 48.6 42,580 
lhngbde~h 392,500 392,430 100.0 74 122,619 
Barbados 48,900 85,722 175.3 36,840 25 
Belarus, Republic or 280,400 420,600 150.0 140,200 20 

Belgium 3,102,300 2,480,894 80.0 621,399 
Belize 13,500 10,587 78.4 2,914 
Benin 45,300 43,203 95.4 2,099 22,024 
Bhuran 4,500 3,930 87.3 570 
Bolivia 126,200 117,339 93.0 8,875 45,804 

Bosnia and Herzegovina, 
Republic or 20,539 

Botswana 36,600 16,342 44.7 20,259 
Brazil 2,170,800 2,299,073 105.9 127,500 
Bulgaria 464,900 1,048,109 225.4 615,834 32,630 
Burkina Faso 44,200 36,999 83.7 7,201 18,960 

Burundi 57,200 51,345 89.8 5,860 19,215 
Cambodia 65,000 71,250 109.6 6,250 
Cameroon 135,100 163,664 121.1 28,910 356 
C:mada 4,320,300 3,543,706 82.0 776,621 
Cape Verde 7,000 6,999 100.0 I 

Central African Republic 41,200 51,818 125.8 10,710 94 16,416 
Chad 41,300 51,347 124.3 10,325 280 18,054 
Chile 621,700 797,377 128.3 175,694 18 
China 3,385,200 2,816,024 83.2 569,179 
Colombia 561,300 467,301 83.3 94,000 

Comoros 6,500 5,962 91.7 540 2,250 
Congo 57,900 70,931 122.5 13,500 469 
Costa Rica 119,000 141,928 I 19.3 31,640 8,725 
Cote d'Ivoire 238,200 324,958 136.4 86,839 88 
Croatia, Republic of 261,600 411,731 157.4 150,119 
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Schedule l (co11tin11ed) 

General Resources Account 

Fund's holdings Special 
of currencies 1 

Reserve Disbursement 
Percent Use of tranche Accow1t 

Member Quota Total of quota resoiuces2 position Loans 

Cyprus 100,000 74,555 74.6 25,453 
Czech Republic 589,600 589,600 100.0 3 
Denmark 1,069,900 728,803 68.1 341,104 
Djibouti l l ,500 l l,500 !00.0 
Dominica 6,000 5,992 99.9 9 1,506 

Dominican Republic 158,800 283,070 178.3 124,270 
Ecuador 219,200 328,998 150.1 126,917 17,125 
Egypc 678,400 743,920 109.7 119,250 53,750 
El Salvador 125,600 125,603 100.0 
Equatorial Guinea 24,300 24,309 100.0 IJ,414 

Eritrea 11,500 11,500 100.0 5 
Estonia, Republic of 46,500 109,270 235.0 62,775 6 
Ethiopia 98,300 91,272 92.9 7,033 49,420 
Fiji 51,100 41,115 80.5 9,986 
Finland 861,800 668,667 77.6 193,136 

France 7,414,600 5,679,012 76.6 1,735,612 
Gabon 110,300 182,916 165.8 72,661 52 
Gambia, The 22,900 21,418 93.5 1,485 7,067 
Georgia, Republic of 111,000 138,750 125.0 27,750 LO 
Germany 8,241,500 5,123,505 62.2 3,118,005 

Ghana 274,000 340,721 124.4 84,092 17,375 117,588 
Greece 587,600 473,913 80.7 113,687 
Grenada 8,500 8,501 100.0 
Guatemala 153,800 153,806 100.0 
Guinea 78,700 78,637 99.9 68 19,686 

Guinea-Bissau 10,500 10,500 100.0 *3 2,775 
Guyana 67,200 9 I ,041 135.5 23,839 34,440 
Haiti 60,700 75,856 125.0 15,200 45 3,528 
Honduras 95,000 151,190 159.1 56,189 
Hungary 754,800 1,426,361 189.0 727,655 56,097 

Iceland 85,300 74,818 87.7 10,483 
India 3,055,500 5,419,069 177.4 2,576,097 212,630 
Indonesia 1,497,600 1,280,001 85.5 217,600 
Iran, Islamic Republic of 1,078,500 1,078,510 100.0 
Iraq 504,000 504,013 100.0 

Ireland 525,000 359,491 68.5 165,519 
Israel 666,200 844,844 126.8 178,640 
Italy 4,590,700 3,231,448 70.4 1,359,253 
Jamaica 200,900 408,891 203.5 207,937 
Japan 8,241,500 4,809,630 58.4 3,431,876 

Jordan 121,700 242,588 199.3 120,890 2 
Kazakhst~n, Republic of 247,500 445,500 180.0 198,000 5 
Kenya 199,400 187,110 93.8 12,312 85,910 
Kiribati 4,000 4,001 100.0 
Korea 799,600 404,571 50.6 395,034 
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APPENDlX X 

Schedule I (co11ti11ucd) 

General Resources Account 

Fund's holdings Special 
of cunencies 1 

Reserve Disbursement 
Percent Use of tranche Account 

Membe,· Quota Total of quota resources 2 position Loans 

Kuwait 995,200 852,622 85.7 142,586 
Kyrgyz Republic 64,500 108,360 168.0 43,860 :, 

Lao People's Democratic 
Republic 39,100 39,100 100.0 19,924 

Latvia, Republic of 91,500 201,300 220.0 I 09,800 5 
Leb,111on 146,000 127,169 87.l 18,833 

Lesotho 23,900 20,392 85.3 3,512 9,211 
Liberia 71,300 272,836 382.7 201,554 28 
Libya 817,600 498,628 61.0 318,980 
Lithuania, Republic of 103,500 238,050 230.0 I 34,550 5 
Luxembourg 135,500 112,074 82.7 23,429 

Macedonia, former Yugoslav 
Republic of 49,600 63,185 127.4 13,583 

Madagascar 90,400 90,389 100.0 12 38,844 
Malawi 50,900 61,406 120.6 12,725 2,224 23,622 
Malaysia 832,700 513,203 61.6 319,498 
Maldive~ 5,500 4,621 84.0 879 

Mali 68,900 60,490 87.8 318 8,733 32,512 
Maira 67,500 42,767 63.4 24,755 
Marshall Islands 2,500 2,500 100.0 I 
Mauritania 47,500 47,506 100.0 14,597 
Mauritius 73,300 65,974 90.0 7,329 

Mexico 1,753,300 9,412,120 536.8 7,658,804 
Micronesia 3,500 3,500 100.0 l 
Moldova, Republic of 90,000 218,750 243.J 128,750 5 
Mongolia 37,100 48,038 129.5 10,938 5 
Morocco 427,700 477,284 11 l.6 79,896 30,313 

Mozambique 84,000 84,000 100.0 7 26,840 
Myanmar 184,900 184,903 100.0 
Namibia 99,600 99,592 100.0 9 
Nepal 52,000 46,277 89.0 5,730 20,142 
Netherlands 3,444,200 2,492,351 72.4 951,848 

New Zealand 650,J 00 545,146 83.9 I 04,962 
Nicaragua 96,100 108,883 113.3 12,773 
Niger 48,300 50,849 105.3 11,109 8,561 14,601 
Nigeria 1,281,600 1,281,589 100.0 68 
Norway 1,104,600 533,665 48.3 570,952 

Oman 119,400 83,528 70.0 35,984 
Pakistan 758,200 1,265,992 167.0 507,850 62 360,558 
Panama 149,600 229,022 153. L 91,270 L 1,861 
Papua New Guinea 95,300 100,618 105.6 5,354 53 
Paraguay 72,100 57,578 79.9 14,525 

Peru 466,J 00 l,JOS,819 237.9 642,686 
Philippines 633,400 1,227,321 193.8 68 l,012 87,104 
Poland, Republic of 988,500 1,551,676 157.0 640,300 77,125 
Portugal 557.600 308,371 55.3 249.229 
Qatar [90,500 159,850 83.9 30,651 
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FINA:--ICIAL STATEMcNT.S 

Schedule I (continued) 

General Resources Account 

Fund's holdings Special 
of currencies I Reserve Disbursement 

Percent Use of tranche Account 
Member Quota Total of quota resources2 position Loans 

Romania 754,100 1,590,690 210.9 836,585 
Russian Federation 4,313,l 00 7,906,752 183.3 3,594,400 841 
Rwanda 59,500 49,727 83.6 9,791 8,760 
St. Kitts and Nevis 6,500 6,488 99.8 15 
St. Lucia L J ,000 I 1,000 100.0 I 

St. Vincent and the 
Grenadines 6,000 5,500 91.7 500 

San Marino, Republic of 10,000 7,650 76.5 2,351 
Sao Tome and Prlncipe 5,500 5,503 100.l 720 
Saudi Arabia 5,130,600 4,549,276 88.7 581,330 
Senegal 118,900 148,670 125.0 30,914 1,165 34,295 

Seychelles 6,000 5,197 86.6 804 
Sierra Leone 77,200 77,189 100.0 24 31,652 
Singapore 357,600 160,457 44.9 197,177 
Slovak Republic 257,400 645,780 250.9 388,376 
Slovenia, Republic of 150,500 141,221 93.8 3,589 12,875 

Solomon Islands 7,500 6,967 92.9 538 
Somalia 44,200 140,907 318.8 96,701 8,840 
Sourl1 Africa 1,365,400 1,979,774 145.0 614,430 58 
Spain 1,935,400 1,022,845 52.8 912,436 
Sri L·mk:t 303,600 283,381 93.3 20,250 131,629 

Sudan 169,700 764,591 450.6 594,871 11 
Suriname 67,600 67,601 100.0 
Swaziland 36,500 33,520 91.8 3,002 
Sweden 1,614,000 1,162,593 72.0 451,416 
Switzerland 2,470,400 1,664,305 67.4 806,137 

Syrian Arab Republic 209,900 209,903 100.0 5 
Tajikistan, Republ.ic of 60,000 60,000 100.0 2 
Tanzania 146,900 136,932 93.2 9,975 57,780 
Thailand 573,900 265,005 46.2 308,898 
Togo 54,300 55,354 101.9 1,303 254 23,232 

Tonga 5,000 3,800 76.0 1,205 
Trinidad and Tobago 246,800 293,925 119.l 47,135 10 
Tunisia 206,000 413,265 200.6 207,300 36 
Turkey 642,000 920,228 143.3 310,500 32,275 
Turkmenistan, Republic of 48,000 48,000 100.0 5 

Uganda 133,900 133,907 100.0 48,804 
Ukraine 997,300 I ,575,950 158.0 578,650 *3 

United Arab Emirates 392,100 231,544 59.l 160,557 
United Kingdom 7,414,600 5,908,599 79.7 1,506,071 
United Stares 26,526,800 17,494,072 65.9 9,030,712 

Uruguay 225,300 229,282 101.8 19,350 15,375 
Uzbekistan, Republic of 199,500 249,375 125.0 49,875 5 
Vanuatu 12,500 10,012 80.1 2,488 
Venezuela 1,951,300 3,588,223 183.9 1,781,871 144,950 
Vier Nam 241,600 374,560 155.0 132,960 5 
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Member 

Western Samoa 
Yemen, Republic of 
Yugoslavia, Federal 

Republic of (Serbia/ 
Montenegro) 

Zaire 
Zambia 

Zimbabwe 

Total 

Quota 

8,500 
176,500 

291,000 
270,300 

261,300 

144,954,400 

General Resources Account 

Fund's holdings 
of currencies 1 

Total 

7,837 
176,490 

472,771 
814,851 

419,315 

145,298,032 

Percent 
of quota 

92.2 
100.0 

162.5 
301.5 

160.5 

Use of 
resources 2 

56,823 
181,771 
544,567 

158,100 

32,140,401 

Schedule J (conclttded) 

Reserve 
tranche 
position 

664 
13 

19 

88 

31,719,688 

Special 
Disbursement 

Account 
Loans 

145,500 

1,650,737 

1 JncJudcs nonnegotiable, non-interest-bearing notes that members arc entitled to issue in substitution for currencies. 
2Jncludes the share of the Republic of Bosnia and Herzegovina and the Federal Republic of Yugoslavia (Serbia/Montenegro) in tl,c 

liabilities of the former Socialist Federal Republic of Yugoslavia, although these states have not succeeded tO Fund membership. 
>Less than SDR 500. 

244 A N , U A L R E P O R. T L 9 9 5 



©International Monetary Fund. Not for Redistribution

FIN:\:--:CJ:\L ST:\TEME\/T!> 

General Department 
Schedule of Repurchases and Repayments of Loans 

as at April 30, 1995 

(In thousands of SD Rs) 

Financial 
Year General Special 

Ending Resources Disbursement 
April 30 Account 1 Account 

Overdue 1,691,291 42,862 

1996 4,361,321 321,992 
1997 4,064,068 345,129 
1998 3,999,537 328,620 
1999 6,861,267 262,644 
2000 5,786,230 175,076 

2001 1,820,424 78,708 
2002 1,397,964 53,697 
2003 1,145,453 24,881 
2004 715,296 13,841 
2005 297,550 3,287 

Tora) 32,140,401 1,650,737 

1A member is entitled to repurchase at any time the Fund's holdings of its currency subject 
co charges and is expected to make repurchases as and when its balance of payments and reserve 
positions improve. 

Schedule 2 
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APPE>-:DIX X 

Schedule 3 

General Department 
Status of Arrangements 

as at April 30, 1995 

(111 thomantlsofSDRs) 

Total 
Date of Amount Undrawn 

Member Arrangement Expiration Agreed Balance 

General Resources Account 
Stand-By Arrangements 

Algeria May 27, 1994 May 26, 1995 457,200 72,000 
Cameroon March 14, 1994 September 13, 1995 81,060 59,150 
Congo May 27, 1994 Ma)' 26, 1995 23,160 10,660 
Croatia, Republic of October 14, 1994 April 13, 1996 65,400 52,320 
Ecuador May 1 l, 1994 March 31, 1996 173,900 75,000 

Estonia, Republic of April 11, 1995 July I 0, 1996 13,950 13,950 
Haiti March 8, I 995 March 7, l 996 20,000 4,800 
K.1zakhsran, Republic of January 26, 1994 May 31, 1995 123,750 49,500 
Larvia, Republic of April 21, 1995 May 20, 1996 27,450 27,450 
Lesotho September 23, 1994 September 22, 1995 8,365 8,365 

Malawi November 16, 1994 June 30, 1995 15,000 2,275 
Mexico February 1, 1995 August 15, 1996 5,259,900 
Moldova, Republic of March 22, 1995 March 21, 1996 58,500 52,200 
Poland August 5, l 994 March 4, 1996 693,300 410,000 
Romania May 11, 1994 December I 0, 1995 131,970 75,410 

Russian Federation April 11, 1995 April I 0, 1996 4,313,100 3,594,250 
Slovak Republic July 22. 1994 March 21, 1996 115,800 83,650 
Turkey July 8, 1994 March 7, I 996 610,500 300,000 
Ukraine April 7, 1995 April 6, 1996 997,300 917,300 

Total Stand-Bv Arrangements 13,189,605 5,808,280 

Extended Arrangements 
Argentina March 31, 1992 March 30, 1996 4,020,250 768,550 
Egypt September 20, 1993 September 19, 1996 400,000 400,000 
Jamaica Decem bcr 1 1, I 992 December 10, 1995 109,125 22,375 
Jordan May 25, 1994 May 24, 1997 189,300 112,810 
Lithuania, Republic of October 24, 1994 October 23, 1997 134,550 113,850 

Pakistan February 22, 1994 February 21, I 997 379,100 255,900 
Peru March 18, 1993 March 17, 1996 1,018, l 00 375,414 
Philippines June 24, 1994 June 23, 1997 474,500 438,000 
Zimbabwe September 11, 1992 September 10, 1995 114,600 27,700 

Total Extended Arrangements 6,839,525 2,514,599 

Total General Resources Account 20,029,130 8,322,879 
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Member 

Special Disbursement Account 
Structural Adjustment Facility 

Arrangement 
Ethiopia 

$AF Resources Committed 
Under ESAF Arrangcmcnrs 1 

Benin 
Burkina Faso 
Equatorial Guinea 
Mali 

Total SAF Resources Committed 
Under ESAF 

Date of 
Arrangement 

October 28, I 992 

January 25, 1993 
March 31, 1993 
February 3, I 993 
August 28, 1992 

Total Special Disbursement Account 

Total General Department 

r!NANCl:\L STArEME!':r~ 

Expiration 

November 8, 1995 

January 24, 1996 
March 30, 1996 
February 2, J 996 
March 31, 1996 

35,910 

Schedule 3 (co11cl11dcd) 

Total 
Amount 
Agreed 

49,420 

7,000 
15,800 
2,950 

10,160 

3,160 

85,330 

20,114,460 

Undrawn 
Balance 

3,160 

3,160 

8,326,039 

1 Resources under enhanced srrucrural adjustment facility (ESAF) arrangemcnrs may be provided from the srrucmral adjusm1cnr facility 
($AF) within the Special Disbursement Accoum and from the Enhanced Structural Adjusrmcm Facility Trust. 
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APPENDIX X 

Allocations 

SDR Department 
Statements of Allocations and Holdings 

as at April 30, 1995 and 1994 

(111 thottsands of SDRs) 

Net cumulative allocations of SD Rs ................................... . 
Overdue charges ................................................. . 

Toral Allocations .............................................. . 

Holdings 
Participants with holdings above allocations 

Allocati<>ns .................................................... . 
Net receipts of SDRs ............................................ . 

Participants wid1 holdings below allocations 
Allocations .................................................... . 
Ncr uses of SD Rs ............................................... . 

Total holdings of participants .................................... . 

General Resources Account ......................................... . 
Holdings of SD Rs by prescribed holders ................................ . 

Total Holdings ............................................... . 

The accompan)'ing note is an integral part of the financial statements. 

1995 

21,433,330 
46,312 

21,479,642 

9,974,856 
6,141,786 

16,116,642 

11,458,474 
8,101,888 

3,356,586 

19,473,228 

1,000,655 
1,005,759 

21,479,642 

/s/ Gunter Wittich 
Acting T~·cns11t"er 

/s/ M. Camdcssus 
Managing Director 
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1994 

21,433,330 
51,430 

21,484,760 

7,446,183 
3,860,608 

11,306,791 

13,987,147 
L0,074,316 

3,912,831 

15,219,622 

6,037,762 
227,376 

21,484,760 
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SDR Departm.ent 
Statements of Receipt and Use 

for the years ended April 30, 1995 and 1994 
(111 thousands of SDRs) 

Toral holdings ar beginning of the year 

Receipt of SDRs 
Transfers among participants and prescribed 

holders 
Transactions by agreement ................ . 
Operations 

Granes ............................. . 
Loans .............................. . 
Scttlt:menr of financial obligations ......... . 

Fund-related operations 
Subsidy payments ..................... . 
SAF /ESAF loans ..................... . 
SAF repaymcnrs and interest ............. . 
Trust Fund repayments and interest ....... . 
Special charges on SAF, ESAF, 

and Trust Fund ..................... . 
ESAF contributions and payments ........ . 
ESAF repayments and interest ............ . 

Nee interest on SDRs .................... . 

Transfers from participanrs to General 
Resources Accou11t 

Repurchases ........................... . 
Charges .............................. . 
Quota payments ........................ . 
Interest on SDRs ....................... . 
Assessment on SDR allocation ............. . 

Transfers from General R.csolU'ccs Accomu 
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 .............. . 
Remum:ration ......................... . 
Other 

Participants 

15,219,622 

8,198,675 

6,853 
50,651 

39,190 

10,031 

167,167 

5,969,975 
861,904 
97,352 

99,064 
814,713 

Refunds and adjusrmcnts . . . . . . . . . . . . . . . . 50,650 

Total Receipts . . . . . . . . . . . . . . . . . . . . . . 16,366,225 

General 
Resources 
Account 

6,037,762 

1,18J,073 
1,385,749 

23,678 
261,906 

4,145 

2,856,551 

Prescribed 
Holders 

227,376 

788,537 

66,259 

103,065 
27 

4 
84,822 
63,747 

7,100 

Total 
1995 1994 

21,484,760 

8,987,212 

6,853 
116,910 

39,190 
103,065 

27 

4 
94,853 
63,747 

174,267 

1,181,073 
1,385,749 

23,678 
261,906 

4,145 

5,969,975 
861,904 
97,352 

99,064 
814,713 

21,483,190 

3,122,076 

23,672 
146,870 
235,136 

177 
116,305 
82,879 
42,780 

5,288 
179,559 

9,323 
120,565 

642,264 
1,424,523 

70,728 
336,329 

3,979 

2,675,856 
300,000 
161,96] 

166,235 
958,449 

50,650 107,689 

1,113,561 20,336,337 10,932,643 
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APPE~DIX X 

SDR Department 
Statements of Receipt and Use (concluded) 

for the years ended April 30, 1995 and 1994 

Use ofSDRs 
Transfers among participants and prescribed 

holders 
Transactions by agreement ................ . 
Operations 

Grants ............................. . 
Loans .............................. . 
Settlement of financial obligations ......... . 

Fund-related operations 
Subsidy payments ..................... . 
SAF /ESAF loans ..................... . 
SAF rcpayrnenrs :111d interest ............. . 
Trust Fund repayments and intaest ....... . 
Special charges on SAF, ESAF, 

and Trusr Fund ..................... . 
ESAF contributions and payments ........ . 
ESAF repayments and interest ............ . 

Transfers from participants to General 
Resources Account 

Repurchases ........................... . 
Charges .............................. . 
Quota paymenrs ........................ . 
Assessment on SDR allocation ............. . 

Transfers from General Resources Account 
to participants and prescribed holders 

Purchases ................... . 
Repayments on Fund borrowings ........... . 
Interest on Fund borrowings .............. . 
J n exchange for currencies of other members 

Acquisitions co pay charges .............. . 
Remuneration ......................... . 
Other 

Refunds and adjustments ............. . 

Charges paid in the SDR Department 
1cr charges due ........................ . 

Charges nor paid when due ............... . 
Settlement of unpaid charges .............. . 

Total Uses .......................... . 

Tora] holdings at end ofrhe year ............. . 

(in tbo11snnds of SD Rs) 

Participants 

8,745,054 

6,853 
73,111 

103,065 
27 

4 
84,822 
63,747 

1,181,073 
I ,385,749 

23,678 
4,145 

436,174 
(19,025) 
24,142 

12,112,619 

19,473,228 

General 
Resources 
Account 

5,969,975 
861,904 
97,352 

99,064 
814,713 

50,650 

7,893,658 

1,000,655 

The accompan)'ing note is an integral pare of the financial statements. 
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Prescribed 
Holders 

242,158 

43,799 

39,190 

L0,031 

335,178 

1,005,759 

Total 
1995 1994 

8,987,212 

6,853 
116,910 

39,190 
103,065 

27 

4 
94,853 
63,747 

1,181,073 
l,385,74-9 

23,678 
4,145 

5,969,975 
861,904 
97,352 

99,064 
814,713 

50,650 

436,174 
(19,025) 
24,142 

20,341,455 

21,479,642 

3,122,076 

23,672 
146,870 
235,136 

177 
116,305 
82,879 
42,780 

5,288 
179,559 

9,323 

642,264 
1,424,523 

70,728 
3,979 

2,675,856 
300,000 
161,961 

166,235 
958,449 

107,689 

456,894 
(24,497) 
22,927 

10,931,073 

21,484,760 
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1- I N A N C 1 A L s r A r E 1\I E N T s 

SDR Department 
Note to the Financial Statements 

April 30, 1995 and 1994 

SDR Department 
All transactions and operations in\'C>lving SDRs arc 
conducted through th<.: SDR Department. Each mem
ber of the Fund can become.: a participant in the SDR 
Department. Ar April 30, 1995, all members ofrhe 
Fund were participants in the SDR Department. SDRs 
arc allocated by the Fund to members that arc partici
pants in the SDR Department in proportion ro their 
quotas in the Fund. Allocations were made in 1970, 
1971, and 1972, totaEng SDR 9.3 billion. Further 
allocations were made in 1979, 1980, and 1981, total
ing SDR 12.l billion. SDRs do not constitute claims 
by holders against the Fund tC> pro,·ide currency. 
However, upon termination of participation or liqui
dation oftl1e SDR. Department, the Fund will provide 
to holders the currencies received from the partici
pants in settlement of their obligations. The Fund is 
empowered to prescribe certain official entities as 
holders ofSDRs: at April 30, 1995, 15 institutions 
have been prescribed as holders. These prescribed 
holders do not receive allocations and cannot use or 
receive SDRs in designation. 

UsesofSDRs 

The Fund c.:nsures, by designating participants ro pro
vide.: freely usable currency in exchange for SDRs, thar 
a participant can use its SDRs to obtain an equivalent 
amount of currency if it has a nc:cd because of its bal
ance of payments or its reserve position or develop
ments in its reserves. A participant is not obligated to 
provide currency for SDRs beyond the point at which 
its holdings of SDRs in c:xcess of its net cumulative 
allocation are equal to twice its net cumulative alloca
tion. A participant may, however, provide currency in 
excess of this limit. Participants and prescribed holders 
can also use and receive SDRs in transactions and 
operations by agn:cmcnt among themselves. Partici
pants can also use SD Rs in operations and transactions 
involving the Gcnc.:ral Resources Account, such as the 
payment of charges and repurchases. 

Interest, Charges, and Assessment 
Inten:st is paid on holdings of SDRs. Charges arc levied 
on each participant's net cumulative allocation plus any 
negative balance of the participant or unpaid charges. 
Interest on SDR holdings is paid, and charges on net 
cumulative allocations arc collected, on a quarterly 
basis. Interest and charges arc levied at the same rate 
and settled by crediting and debiting individual hold
ings accounts on the first day of the subsequent quar-

ter. The SDR Department is required to pay interest 
to <.:ach holder, whetl1cr or nor sufficient SDRs arc 
received to meet the payment of interest. If sufficient 
SD Rs arc not received, because charges are overdue, 
additional SDRs are temporarily created. At April 30, 
1995, charges ofSDR.46.3 million were overdue 
(SDR 51.4 million at April 30, 1994). At April 30, 
1995, six members (seven members at April 30, 1994) 
were six months or more overdue in meeting financial 
obligations to the Fund, and three of tl1ese members 
were six months or more overdue to tl1e SDR Depart
ment (five members at April 30, 1994). 

1n addition, the Republic of Bosnia and Herze
govina and tl1e Federal Republic ofYugosl:ivia 
(Serbia/Montenegro) were also six months or more 
overdue in meeting tl1eir financial obligations. Whik 
these two states agreed to their share in the assets and 
liabilities of tl1e former Socialist Federal Republic of 
Yugoslavia in the Fund, they had not succeeded to 
membership in tl1e Fund as of April 30, 1995, and, 
consequently, tl1ey are not participants in tl1e SDR 
Deparm1ent. 

Unpaid charges of the three members and the two 
successor states of the former Socialist Federal Repub
lic of Yugoslavia that are six months or more overdue 
to rhe SDR Department were as follows: 

Tota.I overdue chJ.rgi.:s 

Overdue for si, month~ or more 
Overdue for three years or more 

1995 1994 

111111i/Jio11s ofSDfu 

46.3 49.8 
41.1 43.7 
17.4 10.5 

The duration of arrears of these members and rhe 
two successor states of the former Socialist Federal 
Republic of Yugoslavia were as follows: 

Bosnia and Hcrzego,in.i, 
Republic of 

Iraq 
Liberia 
Sonulia 
Yugoslavia, Federal Republic of 

(Scrbia/Monccncgro) 

Tora! 

Longest Overdue 
Tot:11 Obligation 

/11 millio11rt,fSIJRs 

2.5 
21.0 
12.0 
3.8 

7.0 

46.3 

November 1992 
November 1990 
August 1988 
Fehniary 1991 

November 1992 

The rate of interest on the SDR. is determint.:d by 
reference to a combined markct interest rate, which is a 
weighted average of yields or rates on short-term 
instruments in the capital markers of France, Germany, 
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Japan, the United Kingdom, and the United States. 
The combined market interest rate used to determine 
the SDR interest rate is caJCLtlated 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 drect on rhe following Monday and 
applies until the end of the following Sunday. 
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The expenses of conducting the business of the 
SDR Department arc paid by the Fund from the Gen
eral Resources Accounr, which is reimbursed in SDRs 
by the SDR Department at the end of each financial 
year. For this purpost:, tht: SDR Department levies an 
assessment on all participants in proportion to their 
net cumulative allocation. 
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Enhanced Structural Adjustment Facility Trust 
Combined Balance Sheets 

as at April 30, 1995 and 1994 

(In 1bo1m111dsoJSDlls) 
(Note 1) 

Loan Reserve Subsidy 
Account Account Account 

Assets 
Loans rccci,·abk .................. 2,894,726 
I nvcstmcnrs (Notes 2 and 4) ......... 16,132 1,035,095 1,574,850 
lntcrcsr receivable ................. 5,010 14,707 19,678 
Currencies ...................... 7 6 
Accrued account transfers ........... 12,698 16,232 (28,930) 

T oral Assets ................... 2,928,566 J ,066,041 1,565,604 

Resources and Liabilities 
Rcsourccs ....................... 1,066,041 1,328,280 
Borrowing (Note 4) ............... 2,894,653 234,815 
lnterest payable ............. ~ .... 33,843 2,509 
Orher liabilities .............. 70 

Total Resources and Liabilities ..... 2,928,566 1,066,041 1,565,604 

The accompanying notes .111d schcduks arc an integral part of the financial statements. 

/s/ Gunter Wittich 
Acting Trcamrcr 

/s/ 1\1I. Camdcssus 
Mn11agi11g Director 

Enhanced Structural Adjustment Facility Trust 
Combined Income Statements 

for the years ended April 30, 1995 and 1994 

Income 
I 1wcstmcnr income ............... . 
Interest on loans ................. . 

Expense 
lnrcrcst expense ................. . 
Other ..:xpcnscs .................. . 
Exchange valuation loss (gain) 

Net Income (Loss) ............. . 

(Ill tlJowrrnds of SD Rs) 

Loan 
Account 

72 
13,163 

13,235 

98,110 
70 
17 

98,197 

(84,962) 

(Note l} 

Reserve 
Account 

46,998 

1.8 

18 

46,980 

The accompanying notes ,111d schedules are an integral part of the financial statements. 

Subsidy 
Account 

67,878 

67,878 

3,730 

5 

3,735 

64,143 

Combined Combined 
1995 1994 

2,894,726 2,397,316 
2,626,077 2,138,401 

39,395 10,905 
13 58 

5,560,211 4,5-1-6,680 

2,394,321 1,984,976 
3,J 29,468 2,539,348 

36,352 22,305 
70 51 

5,560,211 4,5-1-6,680 

Combined Combined 
1995 1994 

ll4,948 69,257 
13,163 9,938 

128,J 11. 79,195 

101,840 69,827 
70 57 
40 __ (3_1) 

101,950 69,853 

26,161 9,342 
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Enhanced St.ructmal Adjustment Facility Trust 
Combined Statements of Changes in Resomces 
for the years ended April 30, 1995 and 1994 

(In rho11smu/s ofSDRs) 
(Note l) 

Loan Reserve Subsidy Combined Combined 
Account Account Account 1995 1994 

Balance, beginning ofrhc vear ....... 823,160 1,161,816 1,984,976 1,268,900 
Conrriburions (Nore 3) ........... 161,271 161,271 199,031 
Transfer.. from Special 

Disbursement Account ......... 201,620 20,293 221,913 507,703 
Net rransfcrs between 

Loan and Reserve Accountl> ...... 5,719 (5,719) 
Loan and Subsidy Accounts ...... 79,243 (79,243) 

Net income (loss) ..... ' .... ' .... (84,962) 46,980 64,143 26,161 9,342 

Balance, end of Lhc year ...... ' ..... 1,066,041 1,328,280 2,394,321 1,984,976 

The accompanying notes :md schedules arc an integral parr of the financial statements. 

EnJ1anced Structusal Adjustment Facility Trust 
Notes to the Financial Statements 

April 30, 1995 and 1994 

Pi-wposc 
The Enhanced Structural Adjustment Facility Trust 
("the Trust"), for which the Fund is Trustee, was 
established in December 1987 and was extended and 
enlarged in February 1994 to provide loans on con
cessional terms to qualifying low-income developing 
members. Tbe resources of the 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 of the Trust arc conducted through 
a Loan Account, a Reserve Account, and a Subsidy 
Account. 

Loan Account 
The resources of the Loan Account consist of the pro
ceeds from borrowing and principal and interest pay
ments on loans extended by the Trust. Resources of 
the Account ru·e committed to qualifying members for 
a three-year period, upon approval by the Trustee, in 
support of the member's macroeconomic and su·uc
mral adjustment programs. Interest on the outstand
ing loan balances is currently set at the rate of½ of I 
percent a year. At Aptil 30, 1995, SDR. 2,894.7 mil
lion in loans is outstanding (SDR 2,397.3 million at 
April 30, 1994). 

254 A N N U A L R E J> 0 R T I 9 9 5 

Reserve Account 
The resources of t.l1e Reserve Accoum consist of 
amounts transferred by the Fund from the Special Dis
bursement Account; net earnings from investment of 
resources held in the Account or in the Loan Account; 
and receipts of overdue principal or interest payments 
under Loan Accounr loans when payment has been 
made to a lender from the Reserve Account. 

The resources held in the Reserve Account are to 
be used b)• the Trustee to pay loan principal and inter
est on borrowing of the Loan Account in t.l1e event 
that ru11ounts payable from borrowers' principal repay
ments and interest, together wit.11 the aut.l10rized 
interest subsidy, are insufficient. 

Subsidy Account 
The resources held in t.l1e Subsidy Account consist of 
donations to the Trust, including mmsfers of net earn
ings from Administered Accounts and amounts trans
ferred by the Fw1d from the Special Disbursement 
Account; the proceeds of loans made to t.l1e Trust for 
the Subsidy Account; and the net earnings from 
investment of Subsidy Account resources. 

The resources available in the Subsidy Account 
arc drawn by the Trustee to pay the diA-erence, with 
respect to each interest period, between the interest 
due from the borrowers under the Trust and the 
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interest due on resources borrowed for Loan Account 
loans. 

1. Accounting Practices 
The accounts of the Trust are expressed in terms of 
the SDR. SD Rs are interest-earning assets allocated to 

participants in the Fund's SDR Department. The cur
rency 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 curren
cies. The Fund's procedures require that the SDR val
uation basket be reviewed every five years and that it 
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 SDR valuation basket was last reviewed 
in financial year 1991. The currencies comprising the 
basket and their amounts in the basket are as follows: 

Currency Amount 

U.S. dollar 0.572 
Dcutsd1e mark 0.453 
J apancsc )'Cll 3l.8 
l'rench franc 0.800 
Pound sterling 0.0812 

Members are not obligated to maintain the SDR 
value of their currencies held in the Accounts of the 
Trust. 

The Accounts of the Trust are main rained on the 
accrual basis; accordingly, income is recognized as it is 
earned, and expenses arc recorded as they are 
incurred. The expenses of conducting the business of 
rhc Trust rhar arc paid by d1e General Resources 
Account of the Fund arc reimbursed on :m annual 
basis by d1c Special Disbw-sement Account, and corre
sponding transfers from the Trust's Reserve Account 
are to be made to d1c Special Disbursement Accow1t, 
when and to the extent needed. 

2. Investments 
The resources of d1e Trust are invested pending their 
use in operations. Investments arc denominated in 
SDR.s or in currency and are carried at cost, which 
approximates market value. Balances held in currency
denominated investments may give rise to valuation 
gains and losses. Pending d1eir investment, resources 
may be temporarily held in currency, which also may 
give rise to valuation gains and losses. 
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3. Contrib1-ttions 
The Trustee accepts connibutions of resow·ces for the 
Subsidy Account on such terms and conditions as 
agreed between the Trust and rhe conn-iburors. Cumu
lative contributions received as ar Ap1il 30, 1995 
amounted to SDR 1,384.3 million (SDR 1,202.7 mil
lion at April 30, 1994) and arc listed in Schedule 1. 

4. Bor·vowing 
The Trust borrows resources for the Loan Account 
and for the Subsidy Account on such terms and condi
tions as agreed between the Trust and rhc lenders. 

The following summarizes the borrowing agree
ments concluded as at April 30, 1995 (in thousands of 
SDRs): 

Loan Account 
Subsidy Account 

Amount 
Agreed 

4,945,000 
343,481 

Amount 
Available 

2,004,704 
108,666 

Scheduled repayments of outstanding borrowing 
are shown in Schedule 2. 

The Trustee has agreed to hold and invest, on 
behalf of a lender, principal repayments of Trust bor
rowing in a suspense account within the Loan 
Account. Amounts will be accumulated until the final 
maturity of the borrowing, when the full proceeds are 
to be transferred co the lender. Amounts deposited in 
this account arc in\'esred by the Trustee, and payments 
of interest to the lender arc to be made exclusively 
from the earnings on d1e amounts invested. As at 
April 30, J 995, the balances held in this account con
sisted of investments (SDR 16.l million), borrowings 
(SDR 16.1 million), accrued interest receivable 
(SDR 0.3 million), and accrued interest payable 
(SDR 0.3 million). These amounts arc included in d1e 
corresponding captions in the balance sheet of the 
ESAF Trust Loan Account. 

5. Commitments Under Loan Arrangements 
At April 30, 1995, resow·ccs ofd1c Loan Account were 
committed to members under 27 loan arrangements, 
and undrawn balances w1der those arrangements 
amounted to SDR l,876.8 million (SDR 1,367.5 mil
lion under 22 loan arrangements at April 30, L 994). 
Loan arrangements arc listed in Schedule 3. Scheduled 
repayments of outstanding loans receivable arc shown 
in Schedule 4. 
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APPENDIX X 

Enhanced Structural Adjustment Facility Trust 
Contributions to the Subsidy Acc0tmt 

as at April 30, 1995 
(/11 r/JQ11sn11ds (/fSDHs) 

(Nore 1) 

Contributor 

Special Disbursement Accounr 

Argentina 
Austria 
Bangladcsh 
Belgium 
Botswana 

Canada 
Chik 
China 
Czech Republic 
Denmark 

Egypt 
Finland 
Germany 
Green: 
lccland 

Indonesia 
l ran, lsbmic Republic of 
lraly 
Japan 
Korea 

Luxembourg 
1\llorocco 
Nctherland~ 
Norway 
Portugal 

Sweden 
United Kingdom 
United States 

Total ..:ontributions received 

Cumulative 
Contributions 1 

400,000 

2,267 
22,638 

46 
.J-1,318 

247 

32,598 
22 

1,000 
l,000 

30,437 

1,000 
22,684 
65,554 
l 3,956 

1,500 

286 
30 

122,574 
261,525 

27,700 

3,007 
708 

39,349 
18,937 

74 

80,563 
164,777 
28,454 

1,384,25 l 

1Thc Subsidy Account also benefits from the nee investment earnings of the proceeds of 
loans or invcsrmenrs, which amounted to SDR 234.8 million al April 30, 1995. 
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Enhanced Structural Adjustment Facility Trust 
Schedule of Repayments of Borrowing 

Financial Year 
Ending April 30 1 

1996 
1997 
1998 
1999 
2000 

2001 
2002 
2003 
2004 
2005 

2008 
2010 

Total 

as at April 30, 1995 

(In t/Jo11sa11ds of SDRs) 
(Note l) 

Loan 
Account 2 

130,771 
211,583 
302,221 
385,090 
457,696 

456,574 
375,762 
285,124 
206,352 

83,480 

2,894,653 

Subsidy 
Account 

60,000 
20,000 

10,000 
10,000 

1,365 
40,000 
90,751 

1,365 
1,334 

234,815 

1 Dates of repayment arc the dates provided in the borrowing agreements between the 
Trustee and lenders. 

2Includcd in this column is SDR. 16.l million d1ar is held in suspcns.: and is payable w the 
lender at the final maturity of d1c individual loans. Sec Nore 4. 

Schedule 2 

A N N U A L R E P O R T 1 9 9 5 257 



©International Monetary Fund. Not for Redistribution

APl'c:--:DIX X 

Schedule 3 

Enhanced St:ructw·al Adjustment Facility Trust 
Status of Loan Arrangements 1 

as at April 30, 1995 

( bi r/Jousruu{s of SD Rs) 

Amowlt Agreed Undrawn Balance 

ESAF Structural ESAF Structural 
Date of Loan adjustment Loan adjustment 

Member Arrangement Expiration Account facility Total Account facility Total 

Albania Jt1ly 14, 1993 July 13, 1996 42,360 42,360 18,360 18,360 
Benin Jan. 25, 1993 Jan. 24, 1996 44,890 7,000 51,890 18,120 18,120 
Bolivia Dec. 19, 1994 Dec. 18, 1997 100,960 100,960 84,140 84,140 
Burkina Faso Mar. 31, 1993 Mar. 30, 1996 32,820 15,800 48,620 18,940 3,160 22,100 
C:unbodia May 6, 1994 May 5, 1997 84,000 84,000 56,000 56,000 

Cote d'hoirc Mar. 11, 1994 Mar. 10, 1997 333,480 333,480 214,380 214,380 
Equarorial Guinea Feb. 3, 1993 Feb.2, 1996 9,930 2,950 12,880 8,280 8,280 
Guinea Nov. 6, 1991 Nov. 5, 1996 57,900 57,900 31,845 31,845 
Guinea-Bissau Jan. 18, 1995 Jan. 17, 1998 9,450 9,450 7,875 7,875 
Guyana July 20, 1994 July 19, 1997 53,760 53,760 4-l:,800 44,800 

l-londura~ July 24, 1992 July 24, 1997 47,460 47,460 23,730 23,730 
Kyrgyz Republic July 20, 1994 July 19, 1997 70,950 70,950 47,300 47,300 
Lao People's Democratic 

Republic June 4, 1993 June 3, 1996 35,190 35,190 17,595 17,595 
Mali Aug.28, 1992 Mar. 31, 1996 69,075 10,160 79,235 14,729 14,729 
Mauritania Jan. 25, 1995 Jan. 24, 1998 42,750 42,750 35,625 35,625 

t-.Jongolia June 25, 1993 June 24, 1996 40,810 40,810 16,695 16,695 
Mozambique June 1, 1990 June 14, 1995 130,050 130,050 14,700 14,700 
Nepal Oct. 5, I 992 Oct. 4, 1995 33,570 33,570 16,785 16,785 
Nicaragua June 24, 1994 June 23, 1997 120,120 120,120 100,100 100,100 
Pakistan Feb. 22, 1994 Feb. 21, 1997 606,600 606,600 404,400 404,400 

Senegal Aug.29, 1994 Aug.28, 1997 130,790 130,790 114,l+0 114,140 
Sierra Leone Mar. 28, 1994 Mar. 27, 1997 88,780 88,780 20,224 20,224 
Sri Lanka Sep. 13, 1991 July 31, 1995 336,000 336,000 56,000 56,000 
Togo Sep. 16, 1994 Sep. 15, 1997 65,160 65,160 54,300 54,300 
Uganda Scp.6, 1994 Sep. 5, 1997 120,510 120,510 87,035 87,035 

Viet Nam No,·. 11, 1994 Nov. 10, 1997 362,400 362,400 302,000 302,000 
Zimbabwe Sep. 11, 1992 Sep. IO, 1995 200,600 200,600 48,700 48,700 

Total 3,270,365 35,910 3,306,275 1,876,798 3,160 1,879,958 

1 Resources under enhanced srructllral .1djustmcnt facility ( ESAF) arrangements may be provided from rhe structural adjusm1cm facilit)' 
(Sr\F) within the Special Disbursement Account and from Lhe Enhanced Structural Adjustment Facility Trust. The Saudi Fund for 
Dc\'dopmcnt m,l)' also provide resources to support arrangement, under the ESAF through loans to qualif)-ing member, in associarion 
with loans under the ESAF. As at April 30, 1995, SDR 49.5 million in such associated loans had been disbursed. 
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Enhanced Structural Adjustment Facility Trust 
Schedule of Repayments of Loans Receivable 

as at April 30, 1995 
( In thomrmds of SD Rs) 

Periods of Repayment, 
Financial Year Loan 

Emling April 30 Account 

1996 103,691 
1997 196,737 
1998 293,550 
1999 375,767 
2000 463,331 

2001 483,654 
2002 390,608 
2003 293,795 
2004 210,113 
2005 83,480 

Tora( 2,894,726 

Schedule 4 
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Al'l'I-NDIX X 

Enhanced Structural Adjustment Facility 
Administered Accounts 

Balance Sheets 
as at April 30, 1995 and 1994 

(/11 tho11sa11ds of SD Rs) 
(Note 1) 

1995 

Austria Belgium Botswana Chile Greece Indonesia fran Porrugal 

Assets 
lnwstim:ms (Note 2) .. 48,000 180,000 6,894 I 5,000 63,000 25,000 1,000 2,191 
Interest rccciv.1blc .... 394 162 17 420 1,228 732 12 22 
Advance payments ro 

ESAF Subsidy 
Account . __ ....... 98 ---

Total Assets ..... -¼8,394 180,162 7,009 15,420 64,228 25,732 1,012 2,213 

Resources and 
Liabilities 

Resources .......... 312 4 377 999 149 7 11 
Deposits (Note 3) .... 48,000 180,000 6,894 15,000 63,000 25,000 1,000 2,191 
l merest payable ...... 82 158 115 --- 43 229 583 5 II 

Total Resources 
and Liabilities .. 48,394 180,162 7,009 I 5,420 64,228 25,732 1,012 2,213 

The accompanying notes arc an integral pan of the financial starcmcnrs. 

/s/ Giintcr Wittich 
A cri11g Trcn.s11 rer 

/s/ M. Camdessus 
Mn11ngi11g Dircctm· 

Enhanced Structural Adjustment Facility 
Administered Accounts 

Income Statements 
for the years ended April 30, 1995 and 1994 

(bi 1hnmn11ds ofSDltr) 
(Note 1) 

1995 

1994 

Austria Belgium Greece 

60,000 180,010 70,000 
398 ·J.O 211 

105 

60,398 I 80,J 55 70,211 
---

298 ]45 
60,000 180,000 70,000 

100 155 66 ---

60,398 180,155 70,211 

1994 

Austria Belgium Botswana Chile Greece Indonesia fom Portugal Austria Belgium Greece 

lnvcstmcm income ... 2,139 7,987 264 442 3,031 1,018 42 96 2,595 4,327 1,492 
l ntcn:sr expense 

on deposits ... ' ... 265 900 115 43 329 583 5 11 300 502 176 - --
Net I rn:omc ..... 1,874 7,087 149 399 2,702 435 37 85 2,295 3,825 1,316 

-
Tlw .l((nmpan)'ing norc, arc :in inrcgr.,l pnrr nf rhc financial statements. 
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Enhanced Structural Adjustment Facility 
Administered Accow1ts 

Statements of Changes in Resources 
for the years ended April 30, 1995 and 1994 

(hi thomnnd.r of SD Rs) 
(Note 1) 

1995 1994 

Austria Belgium Botswana Chile Greece Indonesia Iran Portugal Austria Belgium Greece 

Balance, beginning of 
the year . . . . . . . . . . . . . 298 I 45 2 

Ncrincomc ........ 1,874 7,087 149 399 2,702 435 37 85 2,295 3,825 1,316 
Transfers to Enhanced 

Strucrural Adjustment 
Facility Trust Subsidy 
Account ......... (1,860) (7,083) (149) (22)(1,848) (286) (30) (74) (1,997) (3,825) (1,173) 

Balance, end of the year ... 312 4 377 999 149 7 

The accompJn)'ing notes arc an integral pan of the financial statements. 

Enhanced Strucnu·al Adjustment Facility 
Administered Account 

Receipt of Resow-ccs 

Saudi Fund for Development Special Account 
Statements of Receipts and Uses of Resoui-ces 

as at April 30, 1995 and 1994 
(Iu tbo11m11ds of SD Rs) 

(Note l) 

Cumulative transtc:rs from Saudi Fund for Del'clopmcnt .................... . 
Cumulative receipts of interest on associated loans ......................... . 
Accrued interest on associated loans .................................... . 

Use of Resources 
Associ:m:d loans ( ore 4) ........................................... . 
Cumulative payments ofinrcrcst on loans ............................... . 
Accrued inrercst on transfers ........................................ . 

The accompanying notes arc an integral part of the financial statements. 

1 J 

1995 

49,500 
348 

81 

49,929 

49,500 
348 

81 

49,929 

298 145 == 

1994 

19,500 
211 

32 

19,743 

19,500 
211 

32 
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Enhanced Structural Adjustment Facility 
Administered Accounts 

Notes to the Financial Statements 
April 30) 1995 and 1994 

Purpose 
As requested, the Fund has established Administered 
Accounts for the bcndit of the Subsidv Account of 
the Enhanced Strucrual Adjustment F;ciliry Trust 
("the ESAF Trust") for the administration of 
resources deposited rJ1ercin. The difference between 
interest earned by the Administered Accounts and rJ,e 
interest payable on deposits is transferred to the Sub
sidy Account of the ESAF Trust. 

The Saudi Fund for Development (SFD) Special 
Account was established at rhe request of the SFD for 
the disbursement of amounts under loans made by rJ,e 
SFD to recipient countries (associated loans) in associ
ation wirJ, loans under rJ,e enhanced structural adjust
ment facility (ESAF). Disbursements are made 
simultaneously wirJ1 ESAF disbursements, and pay
ments of interest and repayments of principal due to 

the SFD under associated loans arc transferred to rJ,e 
SFD. The Fund acts as agent of the SFD in rJ1at 
respect. 

The resources of each Administered Account are 
separate from rJ1e assets of all orJ,cr 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. 

1. Accounting Practices 
The Administered Accounts are expressed in terms of 
rJ1e SDR. SDRs arc interest-earning assets allocated to 

participants in rJ,e Fund's SDR Department. The cur
rency value of the SDR is determined by rJ1e Fund 
each day by summing rJ,e values in U.S. dollars, based 
on market exchange rates, of a basket of five curren
cies. The Fund's procedures require rJ,ar rhe SDR val
uation basker be reviewed every five years and that it 
include rJ,c currencies of the members having the 
largest exports of goods and services during the five
ye:ir period end.ing one year prior to the date of the 
revisions. The SDR valuation basket was last reviewed 
in fmancial year l 991. The currencies comprising rJ1e 
basket and their amounts in the basket arc as follows: 

Currency 

U.S. dollar 
Deutsche mark 
J apancsc yen 
French franc 
Pound sterling 

Amount 

0.572 
0.453 

31.8 
0.800 
0.0812 

The Adminisren:d Accounts are maintained on rJ,e 
accrual basis; accordingly, income is recognized as it is 

earned, and cxpense;:s arc recorded as thev are 
incurred. • 

2. Investments 
The resources of each Administe;:rcd Account are 
invested in SOR-denominated deposits and arc valued 
at cost, which approximates m,1rket value. 

3. Deposits 
The Administered Account Austria was established 
011 December 27, 1988 for the administration of re
sources deposited in the Account bv the Austrian 
National Bank. One deposit ofSDl~ 60.0 million is to 
be repaid in ten equal semiannual installments begin
ning 5 1/2 years aft:er rJ,e date of the deposit and will be 
completed at rJ1e end of the tenth year after the date 
of the deposit. The deposit bears interest ;it a rate of 
1
/2 of 1 percent a year. 

The Administered Account Belgium was estab
lished on July 27, 1988 for the administration of 
resources deposited in rJ1c Account by the National 
Bank of Belgium. Three deposits totaling SOR 100.0 
million were received in l 988 and 1989. An addi
tional deposit of SDR 80.0 million was received on 
April 29, J 994. The deposits had an initial maturity of 
six months and are renewable, at the option of the 
Fund, on rJ1e same basis. The final marurirv of each 
deposit, including renewals, will be ten ve~rs from the 
initial date of the i.ndividual deposits. Tl~c deposits 
hear interest at a rare of 1/2 of l percent a year. 

The Administered Account Botswana was estab
lished on July l, 1994 for the administration of re
sources deposited in the Account bv the Bank of 
Borswana. The deposit, totaling SDR 6.9 million, is 
ro be repaid in one installment ten years after the 
date of deposit. The deposit bears interest ar a rare of 
2 percent a year. 

The Administered Account Chile was established 
on October 4, 1994 for the adminisa-ation of 
resources deposited in the Account by the Banco 
Central de Chile. The deposit, totaling SDR 15.0 mil
lion, is ro be repaid in one installment ten years after 
rJ1e date of deposit. The deposit bears interest at a rate 
of 1/i of 1 percent a year. 

The Adm.inistered Account Greece was established 
on November 30, 1988 for rJ1c administration of 
resources deposited in the Account bv the Bank of 
Greece. Two deposits, ofSDR. 35.0 ,.;,illion each 
(December 15, 1988 and April 29, 1994), are to be 
repaid in ten equal semiannual installments beginning 
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51/2 years after the date of deposit and will be com
pleted at the end of the tenth year after the date of the 
deposits. The deposits bear interest at a rate of 1/2 of 
l percent a year. 

The Administered Account Indonesia was i.:stab
lished on June 30, 1994 for the administration of 
res()urces deposited in the Account by the Bank 
Lndonesia. The deposit, totaling SOR 25.0 million, is 
to be repaid in one installment ten years after the date 
the deposit was made. The interest payable on the 
deposit is equivalent to that obtained for the invest
ment of the deposit, less 2 percent a year, not to be 
less tl1an O percent a year. 

The Administered Account Iran was established on 
June 6, 1994 for the administration of resources 
deposited in me Account by the Central Bank of the 
Islamic Republic of Iran (CBIRJ). The CBIR.I has 
agreed to make five annual deposits each ofSDR l.0 
million. All of the deposits will be repaid at the end of 
ten years after the date of the first deposit. Each 
deposit bears interest at a rate of 1/2 of 1 percent a 
year. 

The Administered Account Portugal was estab
lished on May 16, 1994 for the administration of 
resources deposited in the Account by the Banco de 
Portugal (BdP). The BdP has agreed to make six 
annual deposits, each ofSDR 2.2 million. Each 

f' I N t\ N C I A L S I /\ r E ~I E N T S 

deposit is to be repaid in five equal annual installments 
beginning six years after the date of tl,e deposit and 
will be completed at the end of the tenth year after the 
dare of the deposit. Each deposit bears interest at a 
rate of 1/2 of 1 percent a year. 

4. Associated Loans 
The SFD has agreed to provide resources up to the 
equivalent of SDR 200.0 million to support arrange
ments under tl,e ESAF through loans to qualifying 
members in association with loans under the ESAF. 
Funds become available under an associated loan after 
a bilateral agreement between the SFD and the recipi
ent country has been effected and when the recipient 
country sarisfies the requisites and procedures for all 
or part oftl,e loan amount. Amounts denominated 
in SDRs, for disbursement to a recipient country 
under an associated loan, are placed by the SFD in 
tl1e Special Account for disbursement by the Fund 
simultaneously with disbursements under an ESAF 
arrangement. These loans are repayable in ten equal 
semiannual installments commencing not later than 
me end of the first six montl1s of the sixth year, and 
are to be completed at tl,e end of the tenm year after 
tl,e date of disbursement. Interest on the outstanding 
balance is currently set at the rate of 1/2 of I percent 
a year. 
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t\l'l'F:-SDIX X 

Administered Accounts 
Established at the Request of a Member 

Balance Sheets 
as at April 30, 1995 and 1994 

( Ju 1ho11samls of U.S. dollars) 

Assets 
Investments (Note 2) ..................... . 
Currency deposit ......................... . 
I 1uercst receivable ........................ . 

Total Assets ........................... . 

Resources 
Total Resources ........................ . 

(Note 1) 

Administered 
Account Japan 

1995 1994 

46,800 
59 
15 

46,874 

58,300 
59 

6 

58,365 

The accompani,ing notes arc an in1cgral part of the financial sran:mcnts. 

/s/ Gunter Wittich 
Acting Tnasurcr 

/s/ M. Camdcssus 
Managing Dil·cctor 

Administered Accounts 
Established at the Request of a Member 

Income Statements and Changes in Resources 
fo1· the years ended April 30, 1995 and 1994 

(/11 tho1mmds of U.S. dollars) 

Balance, beginning ofrhe year ............... . 
Contributions received .................. . 
1 ncomc earned on investments ............ . 

Payments to beneficiaries ................. . 

Balance, end of the year ................... . 

(Note 1) 

Administered 
Account Japan 

1995 1994 

58,365 

2,709 

61,074 

14,200 

46,874 

100,292 

2,364 

102,656 

44,291 

58,365 

The accompanying notes arc an integral part of the financial statements. 
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Administered 
Technical Assistance 

Account Japan 

1995 1994 

9,023 6,778 

Administered 
Technical Assistance 

Account Japan 

1995 1994 

6,778 -f,794 
16,105 11,206 

471 202 

23,354 16,202 

14,331 9,424 

9,023 6,778 
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Administered Accounts 
Established at the Request of a Member 

Notes to the Financial Statements 
April 30, 1995 and 1994 

Pu1·pose 
At the request of a member, the Fund has established 
special purpose accounts to administer contributed 
resources, and to perform financial and technical ser
vices consistent with the purposes of the Fund. The 
assets of each Account are separate from the assets of 
all other accounts of, or administered by, the Fund 
and are not to be used to discharge liabilities or co 
meet losses incurred in the adminisrration of other 
accounts. 

Ad111inist1:1·cd Acco1111t Jnpcm 

At the request of Japan, the Fund established an 
Account on March 3, 1989 to administer resources, 
made available by Japan or other countries with 
Japan's concurrence, that are to be used to assist cer
tain members with overdue obligations to the Fu.nd. 
The resources of the Account are to be disbursed in 
amounts speeifit:d by Japan and to members desig
nated by Japan. At April 30, 1995 and 1994, cumula
tive resources received amounted to $97.4 million, of 
which $72.5 million had been disbursed ($58.3 mil
lion at April 30, 1994). 

AdministtTcd Tee/mien/ Assisranu Acc1n111r jnpm1 

At the request of Japan, the Fund established an 
Account on March 19, 1990 to administer resources 
contributed by Japan that are ro be used ro fil,ance 
technical assistance to member counn·ies. Resources 
are to be used with the approval ofJapan to assist 
members in resolving debt-related difficulties. Dis
bursements can also be made from the Account to the 
General Resources Account to reimburse the Fund for 
qualifying technical assistance projects. At April 30, 
1995 cumulative contributions received by the 
Account amounted to $40.9 million ($24.8 million at 

April 30, 1994 ), of which $32.8 million had been dis
bursed ($18.4 million at April 30, 1994 ). Cumulative 
cona·ibutions included SJ .14 million earmarked for 
scholarships, of which $ 1.08 million had been dis
bursed at April 30, 1995 ($0.44 million and S0.38 
million, respectively, ar April 30, 1994 ). 

1. Accounting Practices 
The Accounts are expressed in U.S. dollars. All trans
actions and operations of the Accounts, including the 
n-ansfers to ai1d from the Accounts, arc denominated 
in U.S. dollars. Contributions denominated in other 
currencies are converted into U.S. dollars upon receipt 
of the funds. 

The Accounts are maintained on the accrual basis; 
accordingly, income is recognized as it is earned, and 
expenses are recorded as they arc incurred. 

2. Investments 
The assets of the Accounts arc invested pending their 
disbursement and are valued at cost, which approxi
mates market value. Interest received on these assets 
varies ai1d is market related. 

3. Accounts Termination 

Arimi11istercd Acc01mt J11pr1-11 

The Account can be termina~ed by the Fund or by 
Japan. Any remaining resources in the Account ar 
termination are to be returned promptly to Japan. 

Admi11istcrcd Tee/mica/ Assistance Acco,mt Jnpn11 

The Account can be terminated by the Fund or by 
Japan. Any resources that may remain in the Account 
at termination, net of accrued liabilities under techni
cal assistance projects, an: to be returned promptly to 

Japan. 
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APPENDIX X 

Assets 

Trust Fw1d 
Balance Sheets 

as at April 30, 1995 and 1994 

([11 tlJOtmmds of SDRs) 
(Note 1) 

Loans receivable ( Note 2) .......................................... . 
l merest and charges receivable and accrued ( Note 3) ...................... . 

Total Assets ................................................... . 

Resources and Deferred Income 
Trust resources ................................................... . 
Deferred income (Note 3) .......................................... . 

Total Resources and Deferred Income ............................... . 

The accompanying notes are an inrcgral part of the financial statements. 

1995 

101,784 
25,595 

127,379 

101,784 
25,595 

127,379 

/s/ Gu1m.:r Wittich 
Acting T1·cnst11"er 

/s/ M. Camdessus 
Mmuigiug Director 

Trust Fund 
Income Statements 

for the years ended April 30, 1995 and 1994 

(In thomnnd.sofSDRs) 
(Note l} 

Income 
Interest and charges on loans (Note 2) ................................. . 
Less income deterred (Note 3) ....................................... . 

Net Income ................................................... . 

The accompanying notes arc an integral part of the financial statcmcnrs. 
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1995 

524 
490 

34 

1994 

105,464 
25,115 

130,579 

l 05,474 
25,105 

130,579 

1994 

7,866 
510 

7,356 
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Trust Fund 
Statements of Changes in Resources 

for the years ended April 30, 1995 and 1994 
(In rbomn111{s of SD Rs) 

(Note 1) 

1995 1994 

Balance, beginning of rhc year ....................................... . 105,474 157,723 
Nc1 income ................................................... . 34 7,356 

Balance bcforc transfers m the Special Disbursement Accounr .............. . 105,508 165,079 
Transfers to the Special Disbursement Account (Nore 4) ................. . 3,724 59,605 

Raia nee, end of the year ............................................ . l 01 ,784 105,474 

The accompanying noccs arc an integral parr of t:hc financial statcmencs. 

Trust Fm1d 
Notes to the Financial Statements 

April 30, 1995 and 1994 

Purpose 
The Trust Fund, for which the Fund is Trustee, was 
establ.ishcd in 1976 to provide balance of payments 
assistance on concessional terms to eligible members 
that qualify for assistance. In 1980 the Fund, as 
Trustee, decided that, upon the completion of the 
final loan disbursements, the Trust Fund would be 
terminated as of April 30, 1981. After that date, the 
activities of rJ,e Trust Fund have been confined to the 
completion of the business of thc Trust Fund and the 
winding up of its affairs. The resources of the Trust 
Fund are separate from the assets of all other accounts 
of, or administered by, the Fund and cannot be used 
ro discharge liabilities or to meet losses incurred in the 
administration of orJ,er Fund accounts. 

1. Acco1t11ting P-,,·actices 
The accounts of thc Trust Fund arc expressed in terms 
of the SOR. SO Rs are interest-earning assets allocated 
to participants in the Fund's SOR Department. The 
currency value of the SDR is determined by rJ,e Fund 
each day by summing the values in U.S. dollars, based 
on market exchange rates, of a basket of five cLu-rcn
cies. The Fund's procedures rcquire thar the SDR val
uation basket be reviewed every five years and rJ,at it 
include rJ1e currencies of the members having the 
largest exports of goods and services during rJ,c five
year period ending one ycar prior to tl1e date of rJ,c 
revisions. The SOR valuation basket was last reviewed 
in financial ycar 1991. The currencies comprising the 
basket and their amounts in rJ,c basket arc as follows: 

Currency 

U.S. dollar 
Deutsche mark 
Japanese yen 
French franc 
Pound sterling 

Amount 

0.572 
0.453 

31.8 
0.800 
0.0812 

The accounts arc maintained on the accrual basis; 
accordingly, income is recognized as it is earned, and 
expenses arc recorded as they arc incurred, cxccpr that 
interest income from members that are overdue in sct
tliJ1g their obligations to the Trust Fund by six monrJ1s 
or more is deferred and is recognized as income onJy 
when paid, unJcss rJ,e member has remained current in 
settling charges when due (sec Note 3). FoUowi.ng rJ1e 
termination of the Trust Fund as of April 30, 1981, 
residual administrative costs have been absorbed by tl1c 
General Resources Account of the Fund. 

2. Loans 
Loans were made from the Trust Fund to those eligi
ble members that qualified for assistance in accordance 
with the provisions of the Trust Fund Instrument. 
The final Trust Fund loan installment was due on 
March 31, 1991. Interest on the outstanding loan bal
ances is charged at the rate of¼ of l percent 
a year, although special charges have been levied on 
late payments of interest and principal since February 
1986. Beginning May 1, 1993, special charges on 
overdue obligations to the Trnst Fund have been sus
pended for members chat are more than six months 
overdue. 
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APPENDIX X 

3. Overdue Obligations 
At April 30, 1995 and 1994, four members with 
obligations ro the Trust Fund were six months or 
more late in discharging their obligations to the Trust 
Fund. The recognition of interest income on the loans 
outstanding to these members and special charges due 
from them is being deferred. At April 30, J 995, total 
deterred income amounted to SOR 25.6 million 
(SDR 25.1 million at April 30, 1994 ). Overdue loan 
repayments and interest and special charges due from 
these members were as follows: 

Total overdue 
Overdue six months or more 
Overdue rhrcc years or more 

Interest and 
Loans Special Charges 

1995 1994 1995 1994 

Ju millions ofSDRI 

101.8 105.5 25.4 24.9 
101.8 105.5 25.2 24.7 
101.8 I 05.5 20.4 16.2 
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The type and duration of the arrears of these mem· 
bers at April 30, 1995 were as follows: 

Member Loans 

Liberia 24.3 
Somalia 6.5 
Sudan 64.4 
Zambia 6.6 

Total 101.8 
--

Jntcrest 
and Special 

Chai·ges Tocal 

h, millionsofSDRs 

6.2 30.5 
1.2 7.7 

17.l 8 l.5 
0.9 7.5 

25.4 127.2 
-- --

4. Transfer of Resources 

Longest Overdue 
Obligation 

January 1985 
July 1987 
December 1984 
April 1989 

The resources of the Trust Fund held on April 30, 
1981 or received thereafter have been used to pay 
interest and principal when due on loan obligations 
and ro make transfers ro the Special Disbursement 
Account. 



©International Monetary Fund. Not for Redistribution

Fl:--!AN( JAi STATEMENTS 

Assets 

Supplementary Financing Facility 
Subsidy Account 
Balance Sheets 

as at April 30, 1995 and 1994 
{In tl101mmds of SDR.s) 

Deposits ....................................................... . 
J merest receivable ................................................ . 

Total Assets 

Resources 
Total Resources 

The accompan)'ing note is an inrcgr.il parr of the financial statements. 

1995 

2,268 
27 

2,295 

2,295 

/s/ Giinter Wittich 
Acting Treasurer 

/s/ M. Camdcssus 
Mn.11ngi11g Din·cto1· 

Supplementary Financing Facility 
Subsidy Account 

Income Statements and Changes in Resow·ces 
for the years ended April 30, 1995 and 1994 

(In rlummndsofSDRs) 

Balance, beginning of the year ....................................... . 
l1wcstmc:m ini:ome .............................................. . 

Balance before ~ubsidy payments ..................................... . 
Subsidy paymenrs ............................................... . 
Transtcrs to rhe Special Disbmsemcnt Accoum ......................... . 

Balance, end of rhe year ............................................ . 

The accompanying note is an in1q;ral part of the financial Matemcnts. 

1995 

2,810 
117 

2,927 

632 

2,295 

1994 

2,781 
29 

2,810 

2,810 

1994 

2,864 
123 

2,987 
177 

2,810 
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Al'l'r.NDIX X 

Supplementary Financing Facility 
Subsidy Account 

Note to the Financial Statements 
April 30, 1995 and 1994 

The Supplemcnc::iry Financing Facility Subsidy Account 
("the Subsidy Account"), which is administered by the 
Fund, was established in December 1980 to assist low
income developing members to meet the cost of using 
resources made avail::ible through the Fund's supple
mentary financing facility and under the policy on 
exceptional use. The accounts of the Subsidy Account 
are expressed in terms of the SDR. The accounts are 
maintained on the accrual basis; accordingly, income is 
recognized as it is earned. The resources of the Subsidy 
Account arc separate from the assets of all other 
accounts of, or administered by, the Fund and c::innot 
be used co discharge liabilities or co meet losses 
incurred in the administration of other Fund accounts. 

270 A N N U A L R E P O R T l 9 9 5 

All repurchases due under these policies were 
scheduled for completion by January 31, 1991, and 
the final subsidy p::iyments were ::ipproved in July 
1991. However, two members (Liberia and Sudan), 
overdue in the payment of charges, remain ineligible 
to receive previously approved subsidy payments until 
rheir overdue charges arc settled. Accordingly, the 
Accoum remains in operation and has ret::iincd 
amounts for payment ro these members after the over
due ch::irgcs are pa.id. Resources in excess of the 
remaining subsidy payments arc transferred to the 
Special Disbursement Account. At April 30, 1995 and 
1994, subsidy payments totaling SDR 2.2 million had 
not been made to the two members. 
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Assets 

Retired Staff Benefits Investment Account 
Balance Sheet 

as at April 30, 1995 
(/11 tlJ01m111ds of U.S. dollrrrs) 

(Note l) 

I nvcstmcnrs ( Nore 2) ............................................................... . 
Interest receivabk .................................................................. . 

Total Assets ..................................................................... . 

Resources 
Total Resources .................................................................. . 

The accompanying notes arc an integral part of the financial sratcmcnrs. 

/s/ GLintcr Wittich 
A cti11g Trrastl1'e1· 

/s/ M. Camdessus 
Mrmagi11g Dircctol' 

Retired Staff Benefits Investment Account 
Income Statement and Changes in Resources 

for the period April 3, 1995 to April 30, 1995 
(In tlJ01m111rls of U.S. do/Ian) 

(Note 1) 

Contribution received ............................................................... . 

Income earned on investments (Note 2) ................................................. . 

Balance, end of the period ............................................................ . 

The accompa.ni•ing notes arc an intcgr.11 part of the financial statements. 

1995 

105,289 
35 

105,324 

105,324 

1995 

104,903 

421 

105,324 
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Al'PE~DIX X 

Retired Staff Benefits Investment Account 
Notes to the Financial Statements 

April 30, 1995 

Purpose 
The International Monetary Fund established the 
Retired Staff Benefits Jnvestment Account ("the 
Account") on April 3, 1995 to hold, administer, 
and invest resources contributed by the Fund fur 
meeting post-retirement medical and life insurance 
benefits to eligible retirees of the Fund and other 
beneficiaries. The Account shall also accumulate 
resources to cover benefits to current staff after their 
retirement. 

The assets of the Account consist of the Fund's 
contributions and the income earned thereon and are 
within the sole ownership of the Fund. Contributions 
are made periodically to the Account, taking into con
sideration the actuarial valuation of the Fund's cumu
lative cost of these benefits. 

Resources are accumulated to meet the Fund's 
share of the cost of Life insurance and medical benefits 
to retirees and other beneficiaries. The portion of the 
cumulative past-service cost that has been charged co 
income in the General Resources Account is fully 
funded. 

The assets of the Account shall be kept separate 
from the assets of all other accounts of, or adminis
tered by, the Fund and arc not to be used to discharge 
liabilities or to meet losses incurred in the administra
tion of other accounts. 

1. Acco1mting Practices 

U11it of Accomir 
The Account is expressed in U.S. dollars. All transac
tions and operations of the Account, including the 
transfers to and by the Account, arc denominated in 
U.S. dollars. The cost of transactions in other curren-
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cies-for example, the payment of fi.trure benefits
will be paid by the Account. 

The Account is maintained on the accrual basis; 
accordingly, income is recognized as iris earned, and 
expenses arc recorded as they arc incurred. 

2. Invest1-nents 
Resources placed to the Account have been invested 
by d1e Fund in income-earning deposits. lnvestments 
are recorded at historical cost, which approximates 
market value. 

An initial contribution of S l 04.9 million was 
received by the Accounr on Ap1il 6, 1995 and has 
been invested since rhat dare. 

3. Actuarial Valuation 
Eligible retirees can elect to continue their life insur
ance coverage and medical coverage. The cost of these 
benefits is actuarially determined, based on the data in 
effect at the beginning of the preceding year. The esti
mated cost of d1ese benefits consists of the amortiza
tion of the past-service cost incurred before May l, 
1993 and a current-year cost resulting from d1e 
increase of d1e cumulative cost over time. The cumu
lative cost is calculated using a discount rate of8.5 
percent. The Fund's acruarially determined cumulative 
cost at April 30, 1995 amounts to$) 28.5 million, 
reflecting an actuarial gain of$57.7 million over the 
previous year. 

4. Account Terniination 
The Account can be terminated bv the Fund at anv 
time. After meeting any existing a'bligations, the • 
resources remaining in the Accounc arc to be trans
ferred to the General Resources Account of the Fund. 
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Report of the External Audit Committee 
Staff Retirement Plan 

Washington, D.C. 
June 30, 1995 

Authority and Scope of Audit 
ln accordance with Section 20(b) of the By-Laws of the Internacional Monetary Fund, we have audited the finan
cial statements of the Staff Retirement Plan for the year ended April 30, 1995. 

Our audit was conducted in accordance with generally accepted aucliting standards and included reviews of the 
.1ecounting and internal control systems, and tests of the accounting records. We evaluated the extent and results of 
the work of the outside accounting firm as well as that of the Office of Internal Audit and Review of the Interna
tional Monetary Fund and also used other audit procedures as deemed necessary. 

A11,dit Opinion 
In our opinion, the financial statements of the Staff Retirement Plan have been prepared in accordance with gener
ally accepted accounting principles applied on a basis consistent with that of the preceding year, and give a true and 
fair view of the fmancial status of the Staff Retirement Plan as at April 30, 1995, and of the changes in financial sta
tus for the year then ended. 

EXTERNAL AUDIT COMMITTEE: 

/s/ Gerwald Kern, Chairman (Germany) 
/s/ Iqbal Batty (Bots11Jana.) 
/s/ Joane Naivcli (Fiji) 
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Accumulated Plan Benefits 

Staff Retirement Plan 
Statements of AccumuJated Plan Benefits 

and Net Assets Available for Benefits 
as at April 30, 1995 and 1994 

(111 tbo11sa11ds of U.S. dollars) 
(Note 1) 

Actuarial present value of accumulated Plan benefits 
Vested benefits 

Retired participants ............................................ . 
Active participants ............................................. . 

Nonvcstcd benefits .............................................. . 

Total Jctuarial present value of accumulated Plan benefits 

Assets Available for Benefits 
Invcsrmcnrs, ar current value (Note 3) 

Portfolio denominated in U.S. dollars ................................ . 
Portfolio denominated in other currencies ............................ . 

Receivables 
Accrued interest and dividends 
Contributions .................................................. . 
Other ........................................................ . 

Total assets 

Liabilities 
Accounts payable 

Net assets available for benefits ..................................... . 

Excess of net assets available for benefits over acruarial 
present value of accunmlated Plan benefits (Note 2) ..................... . 

The accompanying notes are an integral pan of the financial statements. 

1995 

496,200 
453,200 
574,600 

1,524,000 

1,173,648 
910,750 

2,084,398 

11,783 
1,485 

24 

13,292 

2,097,690 

4,611 
2,093,079 

569,079 

/s/ Gomer Wittich 
Acting Trcnmrer 

/s/ M. Camdessus 
Ma,iaging Director 
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1994 

434,300 
429,700 
547,600 

1,411,600 

1,075,312 
886,447 

1,961,759 

8,774 
1,542 

44 

10,360 

1,972,119 

2,478 
t,969,641 

558,041 
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Staff Retirement Plan 
Statements of Changes 

in Accumulated Plan Benefits 
for the years ended April 30, 1995 and 1994 

Actuarial present value of accumulated 
Plan benefits at beginning of rhe year 

Increase (decrease) during the year attribucablc to 

(111 tbowr111ds of U.S. dollars) 
(Note 1) 

Benefits accumulated (Nore 1} ..................................... . 
lncrc.:asc for interest due to decrease in discount period ................... . 
Benefits pa.id ................................................... . 

Net increase ................................................. . 

Actuarial present value of accumulated 
Plan benefits at c.:nd of the year ..................................... . 

The accompanying notes arc an integral part of the financial sramncnts. 

1995 

1,411,600 

38,306 
118,100 
(44,006) 

112,400 

1,524,000 

1994 

1,271,000 

70,763 
I 06,500 
(36,663) 

140,600 

1,411,600 
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Staff Retirement Plan 
Statements of Changes 

in Net Assets Available for Benefits 
for the yeru:s ended April 30, 1995 ru1d 1994 

(In tho11s11wls of U.S. dollars) 
(Note 1) 

Investment Income 
lntcrcsr and dividends ............................................. . 
Ner gain in current value 

of i nvcsrments ( Note 3) .......................................... . 

Contributions (Note 2) 
lntcrnarional Monetary Fund ........................................ . 
Participanrs ..................................................... . 
Net transfers from (to) n:tin:mcnt plans of 

other international organizations ................................... . 
Participants restored to service ....................................... . 

Total additions ............................................... . 

Benefits 
Pension ........................................................ . 
Commutation ................................................... . 
Withdrawal ..................................................... . 
Death .......................................................... . 

Investment Fees 
Manager ....................................................... . 
Custodian ...................................................... . 

Total payments ............................................... . 

Net additions ................................................ . 

Net Assets Available for Benefits 
Beginning of the year .............................................. . 

End of th<.: year ......................................... . 

The accompanying nores arc an integral part of the financial statements. 
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1995 

75,608 

43,050 

118,658 

37,102 
18,058 

1,557 
169 

56,886 

175,544 

33,705 
6,058 
3,676 

567 

44,006 

6,742 
1,358 

8,100 

52,106 

123,438 

1,969,641 

2,093,079 

1994 

61,626 

165,586 

227,212 

39,480 
17,625 

(774) 
112 

56,443 

283,655 

30,872 
2,790 
2,488 

513 

36,663 

6,198 
1,255 

7,453 

44,116 

239,539 

1,730,102 

1,969,641 
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Staff Retirement Plan 
Notes to the Financial Statements 

April 30, 1995 and 1994 

Description of the Plan 

Gmcrnl 
The Staff Retirement Plan ("the Plan") is a defined
benefit pension plan covering nearly all staff mt:mbers 
of the International Monetary Fund ("the Em
ployer"). All assets and income of the Plan are the 
property of the Employer and are held and adminis
tered by it separately from all its other property and 
assets and are to be used solely for the benefit of par
ticipants, retired participants, and their beneficiaries. 

Benefits 

Annual Pension 

Participants arc entitled to an unreduced pension 
beginning at normal retirement age of 62. The 
amount of the pension is based on the number of 
years of service, age at retirement, and highest average 
gross remuneration. The provisions for determining 
gross remuneration arc different for benefits earned 
before and after May 1, 1990. The gross remuneration 
on which pensions from the Plan arc based is limited 
to a predetermined amount, which is periodically 
adjusted. Pension benefits attributable to gross remu
neration in excess of this amount are paid from the 
Supplemental Retirement Benefit Plan. 

The accrual rate of benefits earned before May 1, 
1990 was 2 percent of gross remuneration for each 
year of service, while the accru::il rate of benefits 
earned after May I, J 990 is 2.2 percent for the first 25 
years of service and 1.8 percent for the next l O years 
of service. The pensions of participants hired before 
May 1, 1990 are based on a prorated combimrion of 
the old and new accrual races, using the time period of 
service before and after May 1, 1990. 

Parricipanrs between the ages of 50 and 55 may 
retire with a reduced pension if their age and years of 
service coral at least 75. Participants aged 55 and older 
mav retire with an unreduced pension if the sum of 
rhe

0

i1· age and years of service equals 85 or more. 

Cost-of- Living Adjustmenr 

Whenever the cost of living increases during a financial 
year, pensions shall be augmented by a pension sup
plement that, expressed in percentage terms, shall be 
equal to the increase in the cost ofliving for the finan
cial vear. If the cost-of-living increase for a financial 
vear· should exceed 3 percent, the Employer has the 
~ight, for good cause, to reduce prospectively the 
additional supplement to not less than 3 percent. 
Deferred pensions become subject ro cost-of-living 

adjustments when the sum of a former participant's 
age and years of service is at least 50. 

Withdrawal Benefit 

Upon termination, a participant with at least three 
years of eligible service may elect to receive either a 
withdrawal benefit or a deferred pension to commence 
after the participant has reached the age of 55 or age 
50 if age and years of service add to at least 75. The 
withdrawal benefit is a percentage of the participant's 
highest average gross remuneration. 

Commutation 

A pensioner entitled to receive a normal, early retire
ment, or deferred pension may elect to commute up 
to one third of his or her pension, and receive a lump
sum amount at retirement in lieu of the amount of 
pension commuted. A participant entitled to receive a 
disability pension may elect to commute one third of 
the early retirement pension that would otherwise 
have been applicable. 

Disability Pensions, Death Benefits, 
and Survivor Benefits 

The Plan also provides for disability pensions, death 
benefits, and benefits to surviving spouses and chil
dren of deceased participants. 

Currency of Pension Payments 

A participant may elect to have his or her pension paid 
in the currency of the councry in which he or she has 
established permanent residence or in a combination 
of two currencies-the U.S. dollar and the currency of 
the country in which rhe participant is a permanent 
resident. As a result of an amendment to the Plan that 
became effective on May 1, 1991, the additional cost 
of paying pensions in local currency, formerly paid by 
tl1e Employer, is now paid by the Plan. 

Contrib1ttio11s 

Participants 

As a condition of cmploymcnr, regular staff members 
arc required to participate in, ::ind to contribute co, the 
Pbn. The contriburion race is currently 7 percent of 
the participant's gross remuneration. Certain ocher 
categories of staff members may elect to participate in 
the Plan. 

Employer 

The Employer meets certain administrative costs of the 
Plan, such as the acniary's fr:es, and contributes any 
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additional amounr not provided by the contribution of 
participants to pay coses and expenses of the Plan not 
otherwise covered. In financial year 1995, the adminis
trative costs met by the Employer were approximately 
$0.13 million ($0.13 million in 1994). 

Pinn Tcrmi11ntim1 
In the event of the termination of tl1e Plan by the Em
ployer, tl1e assets of the Plan shall be used co satisfy all 
liabilities to participants, retired participants, and their 
beneficiaries, and all omer liabilities of tl1e Plan. Any 
remaining balance of me assets shall be returned to 

me Employer. 

1. Accounting Practices 
Accmnulatcd Pinn Rcu,:fits 

The actua1ial value of vested benefits is presented for 
two categories. For retired participants, tl1e amount 
presented equals the present value of the benefits 
expected to be paid over tl1e future lifetime of tl1e 
pensioner, and, if applicable, tl1c surviving spouse of 
the pensioner. For active participants, the amount pre
sented equals the present value of the deferred pen
sion earned to the valuation date for a participant, or, 
if greater, the value of the witl1drawal benefit for that 
participant, summed over all participants. For the pur• 
pose of determining the actuarial value of me vested 
benefits at the end of the Plan year, it is assumed mat 
the Plan will continue co exist and that salaries will 
continue ro rise, but that participants ,viii not earn 
pension benefits beyond me date of the calculation. 

The amounr of nonvesred benefits represents tl1e 
total of d1e wimdrawal benefits of all participants wim 
less than d1rce years of eligible service rogetl1er witl1 
the estimated eftcct of projected salary increases on 
benefits expected ro be paid. 

In contrast to the actuarial valuation for funding 
purposes, tl1e actuarial valuation used for tl1e financial 
statemenrs represents the portion of d1e benefit oblig
ation that had been accumulated by April 30, 1995. It 
reflects only ilic service to tlrnt date and does not take 
into account the fact tl1at the value of accumulated 
benefits, which are tl1e Plan's liabilities, is expected to 

increase each year. Nor does it take into account me 
fact that the market value of im·estmcnts may flucmare 
from year to year, which is significant because tl1e 
Employer's liability is the excess of the present value 
of accumulated benefits over the value of the assets. 
Accordingly, me financial statements do not measure 
me amount that the Employer will be required to 
fund in me future. 

Valuatio11 of lnJ1cstme11ts 
Investments in securities listed on stock exchanges are 
valued at tl1e last reported market sales p1ice on the last 
business day of tl1e accounting period. Over-the-
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counter securities are valued ar their bid price on the 
last business day of d1e accounting period. Investments 
in real estate are valued at die last reported appraised 
value. Purchases and sales made by U.S. investment 
managers are recorded on d1e settlement date basis, 
and transactions made by the international investment 
managers arc recorded on die trade dare basis. 

Jncom,: Rccog11itio11 

The Plan maintains its accounts on an accrual basis; 
accordingly, income is recognized as it is earned, and 
expenses are recorded as mey are incurred. 

2. Actua1•ial Valuation and Funding Policy 
Under tl1c actuarial valuation used for funding pur
poses, it is assumed mat the Plan will continue to exist 
and that active participants will continue ro earn pen
sion benefits beyond me date of me valuation until 
d1e date ofwitl1drawal, disability, deatl1, or retirement, 
bL1t tl1at no new panicipant will join me Plan (the 
"closed method"). 

Funding by the Employer is based on a valuation 
method, known as the "aggregate method," that 
expresses liabilities and contribution requirements as 
single consolidated figures that include provision for 
experience gains and losses and cost-of-living increases. 
Required Employer cona·ibutions arc expressed as a 
percentage to be applied to the gross remuneration of 
participants and arc based on me valuation complercd 
12 months previously. For die financial year d1ar began 
on May 1, 1993, this rate was 16.05 percent and was 
14.43 percent for the year that began on May 1, 1994. 
The proposed rate for me year beginning May 1, 1995 
is 14.25 percent ofme new gross remuneration. 

The acn1a1ial assumptions used in the valuation co 
determine the Employer contribution include (1) life 
expectancy based on the 1984 and 1982 United Na
tions mortality rabies for men and women, respectively; 
(2) witl1drawal or retirement of a certain percentage of 
staff at each age, differentiated by sex; (3) an average 
rate of return on investments of 8.5 percent a year; 
(4) an average inflation rate of5 percent a year; (5) sal
ary increase percentages mat vary with age; and (6) val
uation of assets using a five-year moving-average 
metl10d. 

The results oftl1e April 30, 1994 and 1993 valua
tions are: 

Prcscm value of benefits parabk 
Less: Assccs for valuation purposes 

Required ti.mare tunding 
Lrsr: Prescna ,•alue of prospcciive 

contributions from participants 
(7 percent of gross remuneration) 

Present value offurure funding required 
from rhc Employer 

1994 1993 

I,, millio11s of U.S. tfol/11rr 

2,249 2,034 
1,689 1,521 

560 

194 

366 

513 

175 

338 
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3. I n-vest1ne1its 

A summary of investments at market values is as 
follows: 

1995 1994 

ln milliu11r llf U.S. dollar, 
Porrfolio dcnomin:11cd in U.S. doUars 

C-0mmon and preferred stock 571 558 
Short-term investments 216 266 
U.S. government securities 169 154 
llcal cstJrc 139 51 
Corporn1c bonds ,nd debentures 76 46 
Vcnrurc capital 2 -- l 

.l,173 1,076 
Pon folio dcnominaccd in 01hcr currencies 911 886 

2,084 1,962 

The net gain in the current value of investments 
represents the gains and losses realized during the year 

Fl>:ANCI/\L ~TATEM ENT~ 

from the sale of investments, the unrealized apprecia
tion and depreciation of the market value of invest
ments, and, for investments denominated in currencies 
other than the U.S. dollar, valuation differences aris
ing from exchange rate changes of other currencies 
against the dollar. 

The Plan enters into forward foreign currency 
exchange conrracrs to reduce the impact of foreign 
currency fluctuations relative to invesrmcnrs in its 
international portfolio and also invests in financial 
futures contracrs. Although rhe face amount of these 
contracts is nor included in net assets available for Plan 
benefits, the changes in value of such conrracrs arc 
recognized currently in the financial statements. The 
Plan, at Ap1il 30, 1995, had $410 million in open 
positions in equity, fixed-income, and currency futures 
contracts ($391 million in 1994) and Sl,700 million 
in open positions i11 forward foreign exchange con
tracts and swaps ($1,408 million iJ1 1994). 
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Report of the External Audit Committee 
Supplemental Retirement Benefit Plan 

Washington, D.C. 
June 30, 1995 

Authorii,1 and Scope of Audit 
In accordance with Section 20(b) of the By-Laws of the International Monetary Fund, we hav1: audited the finan
cial statements of the Supplemental Retirement Benefit Plan for the year ended Ap1il 30, 1995. 

Our audit was conducted in accordance with generally accepted auditing standards and included reviews of the 
accounting and internal control systems, and tests of the accounting records. We evaluated the extent and results of 
the work of the outside accounting firm as well as that of the Office oflnternal Audit and Review of the Interna
tional Monetary Flmd and also used other audit procedures as deemed necessa.iy. 

Audit Opinion 
In our opinion, the financial starements of the Supplemental Rerirement Benefit Plan have been prepared in accor
dance with generally accepted accounting principles applied on a basis consistent with rhar of the preceding year, 
and give a true and fair view of the financial status of rhe Supplemental Retirement Benefit Plan as at April 30, 
1995, and of the changes in financial scams for the year then ended. 
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EXTERNAL AUDIT COMMITI'EE: 

/s/ Gerwald Kern, Chairman (Germany) 
/s/ Iqbal Batty (BotsJJ>ana) 
/s/ loanc Naivcli (Fiji) 
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Accumulated Plan Benefits 

Supplemental Retirement Benefit Plan 
Statements of Accumulated Plan Benefits 

and Assets Available for Benefits 
as at April 30, 1995 and 1994 

( In t/Jo11sn.11ds ~( U.S. dollars) 
(Note 1) 

Actuarial present value of accumulated Plan benefits 
Vested benefits ................................................. . 
Nonvesred benefits .............................................. . 

Total actuarial present ,·aluc of accumulated Plan benefits 

Assets Available for Benefits 
Cash at bank (Note 3) ............................................. . 

Asset~ available for bem:fit~ ........................................ . 

Exces~ of acmarial present value of accumulated 
Plan bendirs over assets available for benefits .......................... . 

The accompan)'ing notes arc an integral part of the financial statcmcnrs. 

1995 

8,900 
100 

9,000 

/$/ Gunter Wittich 
Actiug Tr·cnmrcr 

/s/ M. Camdessus 
Mrmngi11.ff Direct/JI' 

Supplemental Retirement Benefit Plan 
Statements of Changes 

in Accumulated Plan Benefits 
for the years ended April 30, 1995 and 1994 

Actuarial present value of accumul:1ted 
Plan benefits at beginning of the year 

Increase (decrease) during the year artriburnble ro 
Benefits accumulated ............. . 

(111 t/Jo1<sauds of U.S. dollars) 
(Note 1) 

lncn:asc for interest due co decrease in discount period ................... . 
lknefirs paid ................................................... . 

Net increase ................................................... . 

Acrnarial present value of accumulated 
Pl.1.11 benefits at end of rhe year ..................................... . 

The accompanying notes arc an integral part of the financial statements. 

1995 

6,800 

2,169 
600 

(569) 

2,200 

9,000 

1994 

6,700 
100 

6,800 

1994 

6,500 

231 
500 

~) 
300 

6,800 
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Supplemental Retirement Benefit Plan 
Statements of Changes 

in Assets Available for Benefits 
for the years ended April 30, 1995 and 1994 

(in rho11s11nds of U.S. dollnrs) 
(Note l) 

Interest Income ................................................ . 

Contributions 
Intcrnarional Monc:rary fund 
Participants ........... , ... , ... , ................................. . 
Transfer of Contributions (Note 4) ................................... . 

Tora! additions 

Benefits 
Pension ...... , ................................................. . 

Tora I payments ................................................. . 

Net change .................................................... . 

Assets Available for Benefits 
Beginning of the year .............................................. . 

End of the year .................................................. . 

The accompanying norcs arc an integral parr of the financial statcmcnrs. 
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1995 

569 

569 

569 

569 

569 

1994 

8 

218 
92 

(291) 

19 

27 

431 

431 

(404) 

405 

1 
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Supplemental Retirement Benefit Plan 
Notes to the Financial Statements 

April 30, 1995 and 1994 

Description of Sitpptemeutal Retirement 
Benefit Plan 

Grncrrrl 
The Supplemental Retirement Benefit Plan ("the 
SRBP") is a defined-benefit pension plan covering all 
participants of tht: Staff Retin:mcnt Plan of the Inter· 
national Monetary Fund ("the Employer") and oper
ates a:, an adjllJlct to that Plan. All assets and income 
of the SR.BP are the property of the Employer and arc 
held and administered by it separate!~ from all its 
other property and assets and arc to be used solely for 
the benefit of participants and retired participants and 
their beneficiaries. 

Benefits 
The St.tff Retirement Plan has adopted limits co pen
sions payable from that Plan. The SRBP provides for 
the payment of any benefit that would otherwise have 
been payable if these limits had nor been adopted. 

In financi:il vear 1995, 36 pensioners received ben
efits from the SRBP (29 in financial year 1994 ). 

C{)11trilmtir111s 
Before retirement, the Employer partially prcfunds the 
SRBP for non-U.S. citizens who plan to retire in the 
United States, so that the taxable income of the par
ticipant is approximately equal to, but not more than, 
such income that would have accrued if the entire 
benefit had been payable from any of the prcfundcd 
assets of die Staff Retirement Plan. The prcfunded 
amounts arc used to pay any of the benefits payable, 
whether for U.S. or non-U .S. staff Should the assets 
of the SR.BP be exhausted, benefits will be paid from 
currem contributions by me Employer. 

SR.Bl' Tnwiirnti1111 
In the event of the termination of the SR.BP by the 
Employer, the assets of the SR.BP shall be used to sat
isfv all liabilities to participant~, retired participants, 
and their beneficiaries, and all other liabilities of me 
SRBP. 

1. Accounti11g Pmctices 
Accu11111/nted Sn HP Benefits 
The actuarial present value of accumulated SR.BP bcn 
cfits is stated as at the date of the most recent actuarial 
v:iluation, which was April 30, 1995. The acruarial 

,·:ilue of benefits is presented for two categories. The 
vested benefits relate to retired participants, and the 
amount presented equals the present value of die ben
efits expected to be paid O\'t:r the fururc lifetime of the 
pensioner and, if applicable, of the sun i\'ing spouse of 
the pensioner. 

The nonvcstcd benefits rel.He to acti\'C p,1rticipants, 
and the amount presented equals the present value of 
the supplemental deferred pen,ion earned to the v:ilu
ation dare for a parricipam, taking into account the 
estimated effect of projected sala111 increases. For the 
purpose of determining the actuarial ,·aluc of rhe ben
efits at the end of the period, ir is assumed char the 
SR.BP will continue to exist, bu1 rhar participants will 
nor accumulate further conrribuwry service beyond 
the date of rhe calculation. 

Income Rccog111trn11 
The SRBP maintains its accounrs on an accrual basis; 
accordingly, income is recognized as it is c.irncd, and 
expenses arc recorded as they .ire incurred. 

2. Actum·ial Valttatio11 
The actuari:il assumptions used in me valuation to 
determine the Employer contribution in recent years 
include (I) life expectancy ba~cd on d1c 1984 and 
] 982 United Nations mortality tables for men and 
women, respccrin:ly; (2) withdraw:11 or retirement of :i 
certain percentage of staff at c:ich age, diHcrcntiatcd 
bv sex; ( 3) an a,·erage rate of rerurn on im esunents of 
8:5 percent a year; (4) an average inflation rate of 
5 percent a year; (5) salary increase percemages, which 
van• with age; and ( 6) ,·aluation of assets using a fivc
yea·r moving-a,•crage mediod. 

3. Assets 
Cash balances arc maintained in a money market 
deposit account. 

4. Retuni of Contributions 
Because of a retroactive change in U.S. tax regula
tions, contributions to the Staff Rctircmelll Plan on 
behalf of current ~taff, which were limited before the 
change, arc no longer limited. Consequently, 
employee contributions to the SR.BP for financial 
years l 990-94, with respect to current participants 
(S291 thousand), were tramferred from the SR.BP to 
the Staff Retirement Plan in financial year 1994. 
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GLOSSARY OF ABBREVIATIONS 

BEAC 
BCEAO 
BIS 
CAEMC 
CCFF 
CEC 
CMEA 
DAC 
EBRD 
ECOSOC 
ECU 
EMCF 
EMJ 
EMU 
EMS 
ERM 
ESAF 
GAB 
GATT 
GDP 
GNP 
GRA 
IBRD 

IDA 
IFC 
ILO 
LIBOR 
MERCOSUR 
MIGA 
NGO 
OECD 
SAF 
SCA 
SDA 
SDR 
SFD 
STF 
UN 
UNCTAD 
UNDP 
VAT 
WTO 

B.111k of' ( \.'.lllr,11 .-\li-1.:.111 St.11\.'., 
(. 'l'.lllr.il B.rnk of\ Ve,t ,\fric.rn St.1te, 
n.rnk for fnrcrn.1t1on.1I \l'nkrncnt!> 
Ccntr.11 :\fric.111 rconomic .ind ,\ \onl't,1n Community 
( ompi:m.Hor~ .111d con1ingl'nc~ fin.1nci11g t:Kilit~ 
Commi,!>i<>n or till.: Europe.in Communitil'., 
Council ftir i\lutual 1-.conomic M!,i:..wn..:c 
Dnclopmcnc .\ss1st:111cc Committl'.<.: (of'rhc OECD) 
I:: urop<.:an ll.rnk for R.t:con~truct1011 .ind Dc\'dopmi:nt 
1-..connmic .rnd Social Council (of 1hc L'niti:d Niuiom) 
Europi:.111 ..:urn.:ncr u1111 
1~ uropl'.,lll Monl'.Llry Coopl'.r.1t1011 i=und 
l·urnpc.rn J\1011\.'.t.ln lmtitutc 
b.:onomil .111d i\ \onct.11·y Union 
furopc,rn i\ [onct.try Syqi:111 
F ,..:h.111g1.: r.111.: 111\.'.Ch.mi!>lll ( or the E,\1S) 
fnhanc.:d ,tru..:rur.11 .1Jjmtmc11t bcilin 
(;cn1.:ral Arr.111g.1.:mcnu, to Borro\1 
Cn1\.'.r.1I Ag1Tc111l'11t 011 T.1ritE and Trad..: 
<.;n>!>~ domestic prnducr 
Gro,s 11.nional product 
Gi:neral Re,ources Account 
!ml'.rn,uirnul B.111k for Recomtrucrion and De\ clopment 
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