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Interim Committee. I greatly valued your early 

indication of support)and what your Executive Director 

said in Washington. 

2. I was delighted to hear from our Ambassador that 
' 

you will be able to receive me and the IMF Managing 

Director on 8 January for discussions on current ~ 

IMF issues. I have thought it right that my first 

task as Chairman should be to hear your views at first 

hand, and I greatly look forward to my visit. 

3. Best wishes, 

GEOFFREY HOWE" 

Message ends 
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Following for onward transmission to Carter (Larosiere's Office) from 

Kerr (PPS/Chancellor) 

As you know (our conversation on Zl December) we now have confirmation 

that the Saudis agree to talks on 8 January. The Chancellor looks 

forward to meeting the Managing Director here on 7 January and 

flying out together - our bookings are on SV 30Z6 and SV 36. ~ (Return 

flight SV 37 on 9 January). 

z. We spoke about the following points on which the Chancellor, 

in preparing for the visit, would very much welcome th'! , ¥~naging 

Director's views. 



(i) Interim Committee meeting 

The Chancellor would be grateful for the Managing Director's general assessment 

of the case and prospects for advancing the terim Committee 
Tht. 

meeting following the latest discussions inkxecutive Board. In p ticular:-

a. Is there now a reasonable prospect of agreement on t e size of the quota 

increase? 

b. Has sufficient progress been made in resolving di ferEmce) over quota 

distribution? And are developing countries likely to ac ept some reduction 

in their share? 

c. Are access limits likely to be a sticking point, or wi 1 a broad statement 

at the Interim Committee, with details to be agreed later, s ffice? 

(ii) Saudi Arabia and the Fund 

On Saudi attitudes to the Quota Review and any enhanced GAB bor owing arrangements, 

the Chancellor would welcome the Managing Director's assessmen 

""""' a. The Saudi general approach to the size ofruota increase d its distribution. 

b. The Saudi attitude to parallel lending to the Fund a ngside an enlarged 

GAB. (The Chancellor would particularly appreciate the Managing Director's 

views on the form such a parallel arrangement should ta e, and the amounts 

envisaged.) 

c. Any further Saudi sensitivities, and tactical consideratio 

(iii) Saudi Loan 

Finally, the Chancellor would be grateful to know whether the Managing Director's 

plans to discuss on this visit the separate issue of the third S R 4 billion tranche 

of the Saudi loan to the Fund. Or will this be handled sep(lrately? 

3. The Chancellor recognises that it will be necessary to make an u to date assessment 

of the likely support for an early Interim Committee with a view to a ecision immediately 

after the visit to Saudi Arabia. He will himself try to obtain the latest views of his 

GS colleagues, just before the visit, in the light of their own cant cts with developing 

countries. 
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TELEGRAM NUMBER 387 OF 3 DECEMBER 
YOUR TELEGRAM NUMBER 572 
VISIT OF THE CHANCELLOR OF THE EXCHEQUER 
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1. PLEASE NOWTELL QURAISHI AND ABA AL KHAIL THAT THE CHANCELLOR 
WOULD BE GRATEFUL IF THEY COULD RESERVE DATES SOME TIME BETWEEN 
19/20 AND 22/23 DECEMBER. ONLY FORMALITIES REMAIN BEFORE HIS 
ELECTION AS CHAIRMAN OF THE IMF INTERIM COMMITTEE, THE IMF'S 
EFFECTIVE DECISION MAKING BODY, AND HE IS ANXIOUS TO VISIT 
SAUDI ARABIA AS SOON AS THESE ARE COMPLETED. THIS WILL NOT 
BE BEFORE 18/19 DECEMBER (FOR YOUR OWN INFORMATION THERE IS 
ALSO AN EC FINANCE MINISTERS' MEETING WHICH WOULD MAKE A VISIT 
BEFORE THEN IMPOSS I BLE). THE CHANCELLOR WOULD BE GRATEFUL IF THE 
SAUDIS COULD KEEP THE PROPOSED VISIT SECRET UNTIL ELECTION 
FORMALITIES ARE COMPLETE. 
2. THE PURPOSE OF THE CHANCELLOR'S VISIT IS TO DISCUSS THE QUOTA 
REVIEW (VID.UKDEL IMF'S TEL NO 270 OF 2 DECEMBER: QUOTAS ARE 
IN EFFECT SUBSCRIPTIONS TO THE IMF: THEY ARE IN THEORY, BUT NOT IN 
PACTICE, PROPORTIONAL TO A COUNTRY'S ECONOMIC STRENGTH, AND 
DETERMI NE HOW MUCH CAN BE BORROWED). FOR YOUR OWN INFORMATION, 
IT IS HOPED THAT THE VISIT WILL HELP PERSUADE SAUDI ARABIA TO 
AGREE PROPOSALS FOR INCREASED QUOTAS AND TO COOPERATE WITH 
ARRANGEMENTS FOR A NEW BORROWING FACILITY. 
3. THE VISIT OF SENIOR CABINET MINISTER COULD CLEARLY BE SEEN 
AS SENSITIVE IN THE LIGHT OF MISUNDERSTANDINGS WHICH HAVE 
ARISEN FROM OUR STAND ON THE FEZ FOLLOW-UP COMMITTEE. HOWEVER, 
SINCE SIR G HOWE'S VISIT IS TO BE AN INFORMAL ONE AND IN HIS 
IMF NOT REPEAT NOT HIS NATIONAL CAPACITY, WE HOPE THIS WILL NOT 
CAUSE PROBLEMS. 
P YIV1 
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FM PARIS 071943Z DEC 82 
TO PRIORITYITY FCO 
TELEGRAM NUMBER 1175 OF 7 DECEMBER 1982 
INFO PRIORITY JEDDA, WASHINGTON, UKREP BRUSSELS, UKDEL IMF/IBRD 

'o1ASH I NGTON 

SAUDI ARABIAN LOAN TO FRANCE 

1. TWO FRE NCH NEWSPAPERS HAVE TODAY (7 DE CEM BER ) PUBLISHED 
REP ORTS THAT SAUDI ARABIA HAS AGREED TO LEND FRANCE OVER TWO 
BILLION US DOLLARS, BY MEANS OF A DEPOSIT IN A PARIS BANK. 
THE FIRST REPORT APPEARED IN QUOTIDIEN DE PARIS, WHICH A RATHER 
SENSATIONALIST RIGHT-WING DAILY, BUT THE SECOND APPEARED IN 
AN ARTICLE IN LE MONDE SIGNED BY PAUL FABRA, A HIGHLY RESPECTED 
ECONOMIC CORRESPONDENT. NO SOURCES ARE GIVEN BUT CONSIDERABLE 
CIRCUMSTANTIAL EVIDENCE IS PRESENTED. THE TRESOR HAS MET JOUR NAL
ISTS' QUESTIONS TODAY WITH QUOTE NO COMMEN T UNQUOTE. 

2. IF THE REPORTS PROVE WELL FOUNDED AS INDEED THEY MAY, THIS NEWS 
WOULD SUGGEST A BELIEF IN GOVERNMENT THAT THE ~S 4 BI LLLION 
DOLLARS CREDIT CONTRACTED IN OCTOBER WILL PROVE INSUFFICIE NT TO 
MEET THE PRESSURE ON THE FRANC WHICH CAN BE EXPECTED TO CONTINUE 
OVER THE COMING MONTHS. ~E HAVE IT ON GOOD AUTHORITY THAT OVER 
HALF THE 4 BILLIO N DOLLARS HAS BEEN DRAWN DOWN SINCE THE CRED IT 
WAS SIGNED IN LAT~ OCTOBER, AND THE GOVERNMtNT IS APPARENTLY 
DETERMINED TO AVOID ANOTHER REALIGNMENT OF THE FRANC WITHIN THE 
EMS (OR AN EXIT FROM ITS EXCHANGE RATE SYSTEt1) BEFORE THE 
MUNICIPAL ELECTIONS IN MARCH. 
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flESTRICTED 
FROM RIYADH 080700Z DE C 82 

TO IMMED IATE FCO 

~\1 -A-ppC~JQ J 
f:7·<~ --JJ TELE GRAM NUMBER 79 OF 8 DECEMBER 

INFO IMMED IAT E JEDDA, UKDEL IMF /I BRD WASHINGTON 

INFO ROUT INE PARIS ~-=-· ---· 

OUR TELNO 76 VISIT OF CHANCELLOR OF THE EXCHEQUER 

1. MINISTER OF F INANCE'S PR IV ATE SECRETA RY HAS INFORMED US 
THAT THE MINISTER WILL BE RECE IVI NG THE FRENCH MINISTER OF 
FINANCE IN RIYADH BETWEEN 20 AND 23 DECEMBER. ABA ALKHA IL 
HAS TO LEAVE FOR THE GCC F INANCE' ~1 1 N I STERS' ~'IEET I NG IN 
BAHRA IN ON 24 DECEM BER. HE THEREFORE REGRETS THAT IT WILL 
NOT BE POSS IBLE FOR HIM TO RECE IV E TH E CHANCE LL OR OF THE 
EXCHEQUER IN DE CHmER. 
2. THE PR IV ATE SECRETARY CO NF IRMED HOWEVER THAT THE MINISTER 
WILL DE DELIGHTED TO RECE IV E THE CHANCELLOR IN 
RIYA DH AT AN Y TI ME BETWEEN 1 AND 10 J ANUARY • 

...---------·-
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TO Hll'!EDIF.TE JEDDA 

· CO~lF!DS:•ITIJl.L 

TELEGRAM NU~BER 400 OF 8 DECS~BER 

INFO AMMAN RABAT DAMASCUS WASH!NGTO~ TUNIS ALGIERS 

ARAB LEAGUE DELEGATION 

1.!0905 - 1 

PUASE '10:! PASS ! HE FOLL0':1HIG ~-1ESSAGE FRO~ ':EE PRI'lE t·~!:-.JISTE~ 

TO X I ~J G FAH D 

~EGINS: I THOUGHT I SHOULD LET YOU K~OW HOW DISAP?O!~!ED I A~ 

TEA: IT DID NOT PROVE POSSIBLE FOR T~E ARAB LEAGUE DEL~GATJON 
TO" VISIT LONDO~·! LAS! l,JEEK. LORD CARRH!GTm! !:AS TOLDi"E OF P.IS 

COI-J"'v'ERSATIONS HITH CRQl-;~· PRIECE A3DULLAH At!D PP.EI:::F. SU LTA~; 

:!:lURING HIS qECE~!T VISIT AND I KNQ 1.·! H0:·7 DISAPP8I:iTED ~81J 1·'ERE ';00. 

THE BRITISH POSITION IS NOT MEANT TO BE RESTRIC!!VE OR 
NEGATIVE. OVER THE PAST FIFTEEN YEARS WE EAVE CONTRIBUTED AS 
MUCE AS ANY WESTERN COUNTRY TO THE NOW AL~OSTUNIVERSAL 
RZCOG~IIT.IOrl TEAT THE PALESTiriA~I PEOPLE f-IAVE A RIG HT TC SELF
DETERMINATION. THE SOONER ALL !HS PARTIES TO TEE ARAB-ISRAEL 
D! SPU'lE, Ai!D THOSE HHO WISH !0 ~EL? THE~! , CM·' SIT DOTtiN TOGETEER 

AND DISCUSS !HE NEXT STEPS WITHIN A REALISTIC A~D POSITIVE 
FRMlE~·!ORK, THE SOONER THE PALESTINIA~l PEOPLE ~HLL :SE PUT IN A 
POSITION TO EXERCISE THAT RIGHT. I DO ~OT BELIEVE A CHANGE 
IN BRITISH POLICY OR MINISTERIAL CONTACTS WITH THE PLO, IN THE 
ABSENCE OF STEPS PY THE PLO ~HICg WE BELIEVE WOULD GREATLY 
STRENGT~ E~ THEIR DIPLO~ATIC POSITIOP , ARE LIKE~Y ':0 ~ELP TO 
BRING THIS ABOUT. OUR POSITION ON CO NTACTS WJ!H TPE PLO IS 
BASED ON OUR CO NVICTION THAT PLO ACCEPTANCE IN PRIN CIPLE OF 
ISRAEL'S RIGHT TO EXIST IN ?EACS AND SESURITY, IF ISRAEL IS 
PREPARED TO ACCEPT LEGITI!·lATE P.O.LESTPIIAN !'!GHTS, A!!D 0 ? T?E 
NEED FOR A SETTLEMENT TO BE REACHED BY PEACEFUL MEA~S, IS 

CO~lFIDEN TI AL 





· CCNF ID 2~'7I AL 

?UTC?S OF J:'ES P.O.LSSTI':IArS. IT I.': ~!I':'t.L FOP 00'~'?. SIDE.': ::'0 ':.i\YS 

::ANY ASPSCTS OF THE ?ALESTI'~I A~l ?ROBLE:.;: A!'D I A~·' SDDSi!ED 1::-IAT 

:.ns PRESE!'l'T DISAG!lEE:~Ein SHOULD :-'AVE A::1ISS~~ '·THEN I ~·TAS .~o :~UC!-7 

LOOKI~G FOR~ARD TO DISCUSSING T~ESE ISSUES WIT!-! KI~G HASSA~ 

A~D EIS DELEGATION. I HOPE A YAY CA~ RE FOUND, CO~SI~TEMT WI:H 

THE PRINCIPLES AND POLICIES OF OURSEL VES AND THE ARAB PEOPLES, 

?OR TiiE ARAB LEAGUE DELEGATION TO CO:'S TO LOi'!DON A.!!D FOR US TO 

EAVE THEPLEASURE OF RECEIVING TrEM. I SEOULD LI~E TO ASSU?E 

YOU I~ ANY SVE~T THAT ~E SHALL CONTI~UE :~ PLAY AS AC7IVE A 

PART .n.~ >IE CAr; I:l THE SEA!'lCH FOR A JUS:' AN!) LASTIP ·~ PEACS . '.1~ ..... 

~,\VE :'OR EXA1 1PL:S BE::::~! PRESSING THE A!~ERH'MIS 4ABD c:' ":'>'S URGE~~'::' 

P:iE'SI~ENT ?SAGA~~ . I7 GOES ~· 1 ITHOUT SAYI:lG :.HAT ! . .','T'l'ACE T~;:: 

GREATES'T ?CSS:;:BLE r::PORTJ!.~!CE TO HAVI!'!G 'T!-'C: VIE~·!S 05' 'fOI??. 
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( FROM: J.O. KERR 
10 December 1982 

CHANCELLOR 

You agreed that I should look for dates in early January. 

I have not been able to get very far, in the absence of ~ 
Sir K Couzens, and I suspect that I need your authority to 

have a word with Mr. Hancock (this is a poi t which might 

conveniently come up at your 3.45 p.m. meeting on Monday 

with Sir R Armstrong and Sir D Wass.) Larosiere cannot do 

1 - 4 January, and would prefer to avoid 5 January. 

6 and 7 January are dies non, being the Moslem weekend 

Thursday /Friday). Mr . Pym plans a Gulf/Saudi Arabia/Oman 

tour - to mend fences · after the fracas over the frustrated 

King Hassan visit- which, -on present plans, would mean that 

he does business on Saudi Arabia on 9/10 January. This seems 

to me to point to our going out on 7 January, with a view to 

doing business on 8 January. 

2. These are also Larosiere•s preferred dates. Mr. Anson 

also likes them - though he is not bidding to travel with us -

because they would mean that you and Larosi~re would be 

together at exactly the moment when it will be necessary to 

take the decision on whether or not to advance the Interim 

Committee meeting. 

3 . The casualties, diary-wise, seem to be only the Boat Show 

lunch and Wakeham constituency speaking engagement on 7 January . ..----
4 0 The Ambassador in Jedda is being consulted now, and will 

make another sounding, without commitment, over this weekend. 

Subject to a green 

r ights, and to my 

~on Monday, shall I 

light from him, to our finding suitable 

contacts with Sir K Couzens [and Mr. Hancock] 

proceed on this basis? 

5. If you 

M~e~am 
think I should, it would be a kindness to warn 

at prayers on Monday. 

J.O . ... KER.R 
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DESKBY 110630Z JEDDAH AND RIYADH 
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TO IMMEDIATE JEDDAH 
TELEGRAM NUMBER 406 OF 10 DECEMBER 
INFO IMMEDIATE RIYADH 
FOLLOWING FROM PRIVATE SECRETARY 
RIYADH TELNO 79 CHANCELLOR'S VISIT TO SAUDI ARABIA 

.2 .f.. f't.b\1 If"' t 

1 . THE CHANCELLOR IS ANXIOUS THAT HIS VISIT SHOULD HAVE TAKEN 
PLACE BY 11 JANUARY AT THE LATEST. LAROSIERE CANNOT MANAGE 
1 - 6 JANUARY. BUT THE PERIOD 7 - 10 JANUARY POSES AN OBVIOUS 
PROBLEM IN THAT IT CLASHES WITH THE PROPOSED DATES FOR THE 
SECRETARY OF STATE'S VISIT. SEEN FROM HERE, IT WOULD OBVIOUSLY BE 
PREFERABLE TO AVOID HAVING TWO BRITISH CABINET MINISTERS IN SAUDI 
ARABIA AT THE SAME TIME, EVEN THOUGH THE CHANCELLOR WOULD NOT BE 
THERE IN HIS BRITISH CAPACITY. IF YOU AGREE THAT A DIRECT CLASH 
SHOULD BE AVOIDED, ONE POSSIBILITY WOULD BE FOR ~HE CHANCELLOR 
TO ARRIVE ON 7 JANUARY AND MEET HIS SAUDI OPPOSITE NUMBERS ON 
8 JANUARY WHILE THE SECRETARY OF STATE'S IN DOHA. 
2. YOU WILL WISH TO HAVE THIS IN MIND IN THE DISCUSSIONS 
WITH THE SAUDIS ON DATES FOR THE SECRETARY OF STATE'S VISIT. 
YOU SHOULD NOT PUT ANY DATES TO THEM FOR THE CHANCELLOR'S VISIT 
UNTIL WE HAVE SEEN HOW THE SAUDIS REACT TO THESE. GRATEFUL IN 

ANY CASE FOR YOUR VIEvlS. 
PYM 
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TELtCRAt•l NUt-iB ER 286 OF 13 DE CEti\IlER 1982 

·II11F: EXPA rlliED GAB 

1. AT THE END GF A CO~VE HSAT I ON BETWEEN THE MANAGI NG DIR EC TO R 

A~D MYSELF 0~ 9 DECEMBER, HE MENTIONED THAT A COPY OF THE 

AhERI.CAN OU TLI ·NE Pi\PER FOR LAST FR I·DAY'S G10 DISCUSSION 

HAD i! EE i l G•IVUl TO Nlf•1ATALLAH (SAUDI• EXECUTIVE DIRECTOR)-

HE D. ID NO T SAY BY \IHOr'l , BUT ,I•T viAS PRESUi'1ABLY ERE. ~H~1ATALLAH 

HAD TALKEIJ TO THE t\D ABOUT THE PROPOSALS ·I·N THE OUTLINE. 

HE HAD BEEN CAUTd.OUS ABOUT THE UK ELY SAUDd· ATT-ITUDE , AS 

THE ~\D HAD EXPECTED. BUT THE 11D D·I•D GET THE lt·iPRESS+ON THAT 

THE SAUDI ·S viOULD BE OFFENDED ·IF THERE \~ERE NO SUGGESTION TH AT 

SAUD<! ' tiiU1lBERSHIP OF Ml EXPAtlDED GAB t'l·I.GHT BE CONSIDEI~ED. 

REGARDLESS OF WHETHER THEY ~ 1 6HED TO JQ I ~ OR NO T, THE Y WO ULD 

PR OlJ AELY LIK E TO BE ASKED AND COULD WELL BE UPSET ·IF THE 

QUE~T . ID N WERE NO T R~tSED AT ~LL. THE MD SU GGESTED THAT WE AND 

OTHER LEAD- ING GlO H E t~13ERS SHOULD GdVE CA REFUL THOUGHT TO THIS 

QUESTI ON 1 ~ ADVAhCE OF AN Y APPROACH TO THE SAU DIS RE GAR DING 

NEW ~ORR OWI~G ARRA NGEMENTS , 

2 . MY CA SUA L·CO NVERSA~I~NS OVE R THE LAST FEW DAYS ~ I TH EXECU~IVE 

D I~ECTORS REPRESEN~~NG NON -G10 COUNT~IES SUGGEST A SOMEWHAT 

RELATED POINT, NA(·!ELY THAT THEY ViOULD HAVE LITTLE ·I NCE NT·!VE 

I 
TO PUT UP HONE Y ,l.f-i PARALLEL \IH TH AN EXPA~·lDED GAB SCHEME UNLESS 

OFFE RED SOME FORMAL MEMBERS~!~ OR AT LEAST ASSOCt~TION ~ITH 

G10. FOR EXAMPLE, SCHNE I DER (ALTERNATE EXECUTIVE DI-R ECTOR FOR 

THE BELGdUH CON.ST I TUEN CY, AN.D H,!F1SELF A:J AUSTR·t AN) HAS 

i'•1ADE THE PO.I NT 11HTH REFERENCE TO Ht,S AUSTR-IAN AUTHORITIES AND 

SIGURDSSON ( NOR D.tC EXECUT·IVE DIRECTOR) HAS ~~ ADE A S l h flAR 

POI~T ~I{H REFERENCE TO THE NON-G10 NORD!C COUNT~IES. 

FORTHCO H I NG BOARD D> I.SCUSSd ON 

J, THE t'\ ANAGr!NG lHRECTOR C.t ·RCULATED TO THE EXECUT I·VE BOARD 

T~l5 MOR~ I~G A COPY OF THE QUOTE CONCLUSIONS UNQUOTE REACHED 

BY G10 DEPUT:IES AT THEdR 10 DECEr~BER MEET·! NG (•b ASSU ~~ E THAT 

DI ·NI· \li,ILL HAVE COP.t.ED TH.fS SHORT DOCU i·1ENT TO PARTIGIPAtHS), 

THE M ANA~ I ~ G DIRECTOR Sli D THAT T~IS WOULD CONSTITUTE THE SOLE 

DOCUMENTARY BACKGROUND FOR THE BOARD'S ~ISCUSSION OF THE 

ENLARGEMENT OF THE GAB, SCHEDULED FOR THIS FRIDAY, 17 DECEMBER, 

4, 1\t'iOilG QUEST.IONS LdHLY TO BE RA·I·SED ON FPt .DAY, THAT OF LI NKS 

i3EHJ EE N AN EXPANDED .GAB AND PARALLEL BORROWdNG ARRANGH\ENTS 

~ ILL PRO BABLY BE WELL TO THE FORE. 

5. FCO PLEASE ADVANCE TO COUZENS AND LAVELLE (HMT), GILCHRIST 

(BANK OF ENGLAND) 

-(A~ "-DR. 
MoNr?IARY 
t::V : 

AND APPLEY ARD (ERD), 

§ADVANCED AS RE.QUESIED) 

SUJ..tc.U ~ . 
I 
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TELEGRA~ NUMBER 287 OF 14 DECEMBER 1982 

i·lY TEUJO 286 

IHF: EXPANJED GAB 

.SEC I ;J::; 

AT THEIE r•1EET-U4G OF DECE!\!JEfl 10, 19()2 · IN P.~R · IS 1 THE DEPUT·IES OF 

THE G-10 REACHED CERTAU! CO!':CLUS IONS ttl PR!HCIPLC RECMiD!NG THE 

t·itd . !~ ELEiv\ENTS OF A f~EV : ISED AND EXPANDED GAD. H viAS THE·I R V·IE\'i 

THAT THE EXPANDED GAB \>IOULD CCf\HtlUE TO PEf\FORt1: · IT S PRESENT 

TiJC 
•''-FU i;C T:IONS FOfl P/'l.RTICWANTS, GUT PiWV·I{) IOU Vi OU LD DE 

OF THE GAB RESOURCES TO FI NANCE PURCHASES FROM THE 

PART.!C I PANTS t tl CERTA!N C:!fiCU r·l ST ANCES. 

lr.!F BY NON-

THE MAIM CO~CLU&IDNS WERE AS FOLLO WS : 

1. QUO\i\S ~JOULIJ RE: :"\ A it! THE PR•I NC-IPAL sou;;cE OF · if1F RESOURCES TO 

Of iTS i ·:1Ef·'1~1ERS . THE l-:ROAD ?URPCSE OF THE G;\ B ':\) UL D RE F~A I \l TO 

SUPPLEr~ ciH TdE ·li''IF 'S RESOUtiCES 1 •I F i~ EEDED TO. FORESTALL OR COPE 

v; !TH t,N I·HPA I Rr1EiH OF THE l i'iTER i! ATIOilAL i':OPiET!>.RY SYSTD1. 

USE 

2. THE S•IZE OF THE GAB WOULD BE RAISED FROM THE EQ~IVALENT OF ABOUT 

SLR 6.4 BiLUON TO S'JR 15-20 B ILLION. THE pt,RT!CiPA!HS ' Cf\CDIT 

COi·iH !H'i ENTS \HLL BE DErlOi'i.ttlATED ii'l SDRS. IHJY AGREEHE!lT I;.'!TH OTHER 

COUNTR,IES Oli THE PROV;fS.f.DN OF FHiANG! ·llG TO THE tf:iF :IN PARALLEL \•!t TH 

THE GAB WOULD AUGMENT TH E AMOUNTS AV~tLABLE. 

J. THE CREDIT C0i'iri\!H1ENTS OF :PlD i UD\JAL PART iC !PANTS SHOULD EE 

BROAD LY REF L ECT!YE OF THSIR &11E AND ROLES iN THE ~NTERNAT!C NA L 

ECONOiW Arm OF THEIR ABI ·L!TY TO PROVIDE F!NMiC!t~G TO THE U·1F. 

IT vi AS AGREED THAT PART i C t P MHS' SHARES ! N THE Af1 f.:.~. r;GE;·\UlT SHOULD 

4 . CO:.JD IT! O;'JS AND PROCEDU HES FGF; ACT IV AT i ON FOR PliF;CHi\SES FRo;·: THE 

li'ir BY ?ART·!C!PMTS ':iOULD P.Ei·: AiN Ut!C HAt!GED. ThE REVISED GAS COUU'• 

ilE f,CT·tVATED TO F !NANCE PUf1CHASES BY OTHER rv! Et!BERS IF THE 

FOLLOVi! tiC Ci\ ITER· I A 1/i ERt: i!ET: 

( t ·) THAT THE I HF VIAS FACED \'!!TH 1\N I NADEQUACY OF RESOURCES TO r·! EET 

AF'PROPR! .il TE REQUESTS FOR CONDIT·! (!t~A L F i NANG! i;G: 

(II ,) THt1T TH.!,S I N!\ DEQUACY OF RESOURCES t<ROSE FRO >i AN EXCEPT!Or!fl.l 

&!TUAT!DN ASSOCIATED ~ !TH REQUESTS FROM COUNTR.!ES ~tT H BALANCE 

CONFIDENTIAL I OF PAYMENTS 



OF PAH'iE.NTS PROBLEi"iS OF li CHARACTER OR OF AGGREGATE S:iZE THAT 

COULD POSE A THREAT TO THE STABILITY OF THE •t·tHERNAT<!ONAL 1'10NETARY 

SYSTEN. 

·IN CONS:!,DERI+JG PROPOSALS FOH ACT· INATIQ~j OF THE GAil FOR NON

PAR~IDiPANTS, THE PARTIGIPANTS WOULD CO NSULT AMONG THEMSELVES 

FOR THE PURPOSE OF ASCERTAIN . I~iC '1IHE THER THE t..EOVE CR·I·TERH vJERE 

~1E.T. SUCH CONSULTAT,WN \'/OULD NOT EXTEHD TO THE EXt..HINATION OF 

SPEC! F-tC PROGi~Ai·1S FOR USE OF FU nD RESOURCES, V!H-ICH REHAtl;S THE 

EESPO ~!S!b !LITY OF THE EXECUTdVE BO ARD. 

.ACT r,Y ,\1-iGI·i OF THE GAB FOR THE BENEHT OF NON-PART ICIPAiHS WOULD 

~EED TO PAY DUE REGARD TO POTE NT iAL CALLS ON THE ARRANGEMENTS 

FOR THE PllflPOSE OF F I rJANC,ING PURCHASES BY PART !C !·PANTS. 

5. CFE D IT EXTENDED TO THE dl'IJF UNDER THE GAB viOULD EARN 11'-!TEHEST 

AT A RA TE EQUAL TO 100 PER CE NT OF THE COM&!~ED MARKET RATE USED 
TO DETEHi·HNE THE SDR <INTEREST RATE. THE 1/2 PER CENT TRANSFER 

CHARGE NOW LE~IfD WOULD DE ABOL!SHED. 

6. THE.RE WAS SO~lE IHSCUSS!DN REGARD:ING THE RELAT·IONSH,J.P vldTH OTHER 

POTE NT+b,L LENDERS Wd ,LUHG TO Pf\OV,I,DE RESOURCES 'IN PARALLEL VHTH 

THE GAB. :i'T \•l AS f,SSUi'•1ED THAT LEND·!NG UNDER SUCH PMI ALLEL 

ARRANGE MENTS WOULD BE AV~i~AGLE TO F·IMANCE PURCHASES BY GAB 

PMndC,!.PANTS AS \~Ell AS NOi~-PAf\Ti.C· !fl/l.NTS, AtiD THAT PAHALLEL 

LE i~DERS \!Ot: LD HAVE. THE S/-ll' 'lE ACCESS TO GAB RES OURCES AS 

PARTJCdPMJTS. 

7. T~E REVISED AN D EXPANDED GAB ~ ILL GE REVIEWED AT THE TIME OF 

THE HI H TH GE NERAL RE~!EW OF QUOTAS. 

i3 . •IT viAS RECOG~JI •ZED THAT li'-1PLEtviUHATIDN OF THE ABOVE CONCUISIONS 

1.' UULD REQUIRE Ai·IUIDHUiTS OF THE GAS DE C!SIO!J: ·IT \•i AS CON SIDERED 

IIES! R;\ELE Tfit,T, , JN THE I NTEF<EST OF SPEED, THE Ai·'iEfH.)tlENTS SHOULD 

BE KEPT TO A MI~IMUM. REGAR~ING THE CRITERIA FOR ACTI~ATIDN FOR 

THE BEi~ EF· I ·T OF NOtl-PARTICIPAIHS, -!IT \'JAS LEFT OPEtl \iHETHER THEY 

SHOULD i3E •!,NCLUDED I N THE DEC.i .S iCH1 OR 'v!HEHiER Tt-IEY SHOULD BE 

EXPRESSED ·IN SOt'lE FORti, OF UNDERSTANDII1!G Ar-iONG PARTI.C·IPANTS. 

9. ·I.T \:JAS UNDE RSTOOD THAT THE REV-iSIDN OF THE GAB ALONG THE L:!NES 

f.ilD. i£ATED ABOVE viAS CONTII<GENT UPOtJ REACHING SATISFACTORY 

l\C t~ t:C.t· :t!'H Oil THE OTHER <ISSUES P[LAT! oi-1 Ci 10 THE E!GHTH QUOTA 

ra:v 1 Ev: . 

2. FCO PLEASE ADVANCE TO ATKINSO N (TREASURY), BROWN ( BANK OF 

ENGLAND) AND APPLEYARD (ERD). 

HYLOR 

MoNETARY 
E.Rb 

ADVANCED AS REQUESTED 
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MY TELNO 406 AND YOUR TELNO 596 AND TELECON 
VISIT OF THE CHANCELLOR OF THE EXCHEQUER 

1. THE CHANCELLOR AND THE IMF ARE ANXIOUS 

LAYDEN/PLUMBLY MED: ~ 

TO GO FIRM ON ARRANGEMENTS FOR A VISIT. IN THE 

LIGHT OF PARA 3 OF YOUR TUR, AND PROVIDING YOU SEE NO OBJECTION, 
PLEASE NOW CONTACT OFFICES OF ABA AL KHAIL AND QURASHI AND 
PROPOSE THAT THE CHANCELLOR SHOULD ARRIVE IN RIYADH ON 7 JANUARY 
AND LEAVE EARLY ON THE MORNI~G OF 9 JANUARY. 
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CHANCELLOR 

DELORS AND SAUDI ARABIA 

CONFIDENTIAL 
,I e 

From: Sir Kenneth Couzens 
Date: 16 December 1982 

cc: Sir Douglas Wass 
Mr Littler 
Mr Lavelle 
Mr Bottrill 
Mr Hall 

Mr Anson - Washington 

You may have seen the report in the Financial Times of Tuesday, 
14 December, that M. Delors was likely to discuss the possibility of 
associating Saudi Arabia with the GAB in the course of his visit to 
Riyadh next week. 

2. In Frankfurt you urged that nothing be said to the Saudi Arabians 
which might put into their head the idea that they should become 
members of the Group of Ten. The Financial Times report, attributed 
to a French Treasury official, is not terribly helpful on that point. 
Moreover I have been a little worried that the activities of Dini as 
Chairman of the GlO Deputies might add to the possibility of confusion. 
At the meeting of the GlO Deputies in Paris on 10 December which he 
chaired, he was encouraging the idea that Delors should speak to the 
Saudis as GlO Chairman. He was also involving himself in complicated 
ideas about the relationship between the Saudis, the IMF and the GAB. 

3. The attached note of conclusions of the 10 December meeting which 
Dini has circulated is, I think, perfectly acceptable, except for the 
muddle affecting Saudi Arabia in paragraph 6. Paragraph 6 is expressed 
very tentatively, as well as it might be, given that the point it 
covers was not really properly discussed in Paris. I think the 
suggestion it contains that the Saudis should have access to GAB 
resources in the same way as full GAB members, and that GAB members 
would be able to draw on Saudi lending under a "parallel arrangement" 
is very probably wrong, and is certainly provocative. 

1 
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4. My own view of "parallelism" by Saudi Arabia is as follows. 
We should encourage the Saudis to enter into a separate arrangement 
with the IMF for pre-arranged lending to the Fund. It would be for 
them to decide whether they should state that access by the IMF to 
this lending would be triggered on the same conditions as under the 
GAB "second window". They might also choose to say that they would 
only lend if the GlO were lending also; but again, that would be a 
matter for them. The IMF (and therefore yourself as Chairman of the 
Interim Committee) might choose to suggest an amount to which the 
Saudis should commit themselves. I can imagine Larosiere thinking 
in terms of say 4 billion SDRs since that is a familiar number to the 
Saudis; but I am doing no more than making a guess. At all events, 
it would not be for the GlO to propose a number to the Saudis. That 
would be between the IMF and the Saudis. The principle of all this 
would be a quite separate agreement, even if an understanding emerged 
that they would be triggered at the same time. And I don ' t think that 
the GlO could stipulate that there had to be Saudi lending before 

the twowould agree to lend. The GlO might say at the time of an 
application that they would look more favourably on activating the 
agreement if the Saudis were playing also, but I don't think I would 
go for anything more formal than that. 

5. It follows from this that it is a mistake to think of a Saudi 
agreement with the IMF as like the present SWiss agreement with the 
IMF, which is much more closely under the shadow of the GAB. Saudi 
Arabia is not Switzerland. We have to remember that they are a 
member of the Group of 77 and respect their links with the LDCs. 

6. So I think that Dini's paragraph 6 goes too far in muddling up 
the Saudis and the rich man's club, and is anyway too mechanistic in 
its approach. I propose to write him a letter expressing my 
reservations about this paragraph. 

7. I also took the opportunity of yesterday's Monetary Committee 
meeting in Brussels (at which I negotiated Camdessu~ succession to 
the chairmanship for one year) to explain to him (Camdessus) my 
thoughts about the relationship between the Saudis and the IMF. I 
spoke as in the earlier paragraphs of this minute, and he accepted my 
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line. He assured me that Br.lfdiscussions between Delors and himself 
on the one hand and the Saudis on the other in this IMF/GAB area 
would be very tentative and that the point about avoiding putting 
into their head the idea of joining the GlO was taken. I urged that 
Delors should make the first objective to assure the Saudis that the 
Group of Five and the Group of Ten had every intention of 
consulting them on the general IMF resources package at the earliest 
moment at which any clarity about it began to emerge. The important 
point was not to go into details of the GAB, but to engage their 
sympathy in the whole operation. Camdessus assured me that he saw 
their visit as simply a forerunner of your own. I was also reassured 
to hear from him that the French agreement with the Saudis on credit 
and on oil purchases was more or less complete and that the visit 
was more an act of registration and courtesy than a negotiation. If 
this is true, the French will not be discussing IMF matters in a 
situation where they are under negotiating pressure, though there is 
the risk that they will simply be looking for something to talk about. 

8. Camdessus also agreed to have a word with Larosiere before he 
and the Minister departed for Riyadh. I attempted to speak to 
Larosiere myself on Tuesday, 14 December, to suggest that he speak 
to the French on the basis of the Financial Times report. In fact I 
was obliged to give this message to Bill Dale, Larosiere's deputy, 
since Larosiere was in New York. I hope that one way or another 
Larosiere's own views will be conveyed to the French. There is to be 
a discussion in the IMF Board on Friday, 17 December, on the basis 
of Dini's conclusions. 

9. I am inclined to conclude that M. Delors and M. Camdessus will 
do us no harm during this visit, although the publicity they will 
seek and get is not exactly what we would prefer. Delors does have 
the locus of being the Chairman for the time being uf the Group of 
Ten. But I think it may be helpful to try to steer matters a little 
more in the course of tomorrow's Ecofin in Brussels. You could give 

{ to Delors a copy of my letter to Dini, which will set out the 
philosophy rehearsed above. I gather too that the Danes want to 
organise some discussion of the IMF package during the Ministerial 

lunch and there might be an opportunity to give a further steer then 

or during P¥ivate conversation with Delors. 

K E COUZENS 
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EUROPEAN NEWS 
c ' 

Delors to discuss possible Saudi IMF role 
BY DAVID MAIRSH IN PARIS 

M JACQUES DELORS, the 
French Finance Minister, will 
discuss possible Saudi Arabian 
participation in in.creasing the 
resources of the International 
Monetary Fund during a visit 
to Riyadh next week, a finance 
ministry oflicltll said in Paris 
yesterday. 

M Delors, chairman of the 
Group of 10 industrial countries 
which traditionally steer the 
policies of the IMF, will hold 
talks with Saudi officials on a 
range of bilateral and inter-

1 national issues. 

-

He is also likely to discuss a 
plan to associate the Saudi 
Arabians with the General 
Arrangements to Borrow. This 
is the lel}ding mechanism set up 
by the Group of 10 to channel 
extra money to rthe IMF . in 
times of need. 

Under a plan discussed by 
finance ministers from the big 
five industrial nations at a meet· 
ing near Frankfurt last week, 
the GAB is expected both to be 
boosted in size and to be ex
panded so that funds could be 
lent outside the range of the 

present contributing countries. 
Officials have spoken of 

increasing the amount which 
can be mobilised ,from about 
$7bn (£4.4bn) to between '$15 
and $20bn. 

Saudi Arabia will be asked to 
make a significant contribution, 
although it is not yet sure in 
what way it will be linked to 
the Group of 10. 

country grouping. 
The Saudis have already 

agreed to lend directly 
SDR 4bn (£2.7bn) a year to the 
IMF •to boost ~ts lending 
resources, under an arrange
ment due to run out next April. 
Monetary officials hope that 
Riyadh might be prepared to 
contribute an even larger 
amount to the GAB under a 

Officials in Paris say that for more formal, permanent opera
political reasons Riyadh might tion which would confirm the 
prefer not to be too closely ~ saudis' key role in the inter
associated with the industrial national monetary system. 

·-

M Delors will present his own 
ideas for bringing Saudi Arabia 
more closely into an interna
tional financial and trade frame
work. He would also like to in
crease the involvement of the 
Saudis in discussions wi.th the 
West on oil pricing. 

He is a keen supporter of ex
panding the number of coun
tries which contribute to the 
Group of 10 arrangements by 
involving nations such as Saudi 
Arabia and Kuwait and also 
other industrial countries. 

--



Lamberto Di ni 

Chairma n of the Deputie s 
of the Group of Te n 

Dear Colleague, 

Paris, Dec embe r ll, 1982 

I am enclosing a memorandum containing my 
understand ing of the principal conclusions r eached at 
the G-10 Deputies me eting of December 1 0 , 1982. As 
agr e ed, I have sent a copy of this memorandum t o the 
Managing Director of the IMF, indicating that it could 
be used in connection with the Ex ecutive Board's 
discuss i on on the GAB. 

Kind regards. 

Yours sincerely, 

L. Dini 

Encl. 
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G-10 Deputie s Meeting of December 10, 1982 

Conc lusions 

At their meeting of December 10, 1982 in Paris, the Deputies of the 
G-10 reached certa in conclusions in principle r egarding the main e l ements 
of a rev i sed a nd expand ed GAB. It was the ir view that the exp anded GAB 
would c ont inue to perform its pres ent functions for participants, but 
provision would be made for the use of the GAB r es ourc e s to finance 
purchas es from the IMF by non-participants in certain circumstances. 

The main conclusions were as follows: 

1. Quotas would r emain the principal source of IMF resour ce s to 
mee t the ordinary balance of payments financing requirements of its members. 
The broad purpose of the GAB would remain to supplement the IMF's resources, 
if needed to forestall or cope with an impairment of the internationa l 
monetary system. 

2. The size of the GAB would be raised from the equivalent of about 
SDR 6.4 billion to SDR 15-20 billion. The participants' credit commitments 
will be denominated in SDRs. Any agreement with other countries on the 
provision of financing to the IMF in parallel with the GAB wou ld augment 
the amounts available. 

3. The credit commitment s of individual participants should be 
broadly reflective of their size and roles in the international economy 
and of their ability to provide financing to the IMF. It was agreed that 
participants' shares in the arrangement should be appropriately adjusted 
ln light of these principles. 

4. Conditions and procedures for activation for purchases from the 
IMF by participants would remain unchanged. The revised GAB could be 
activated to finance purchases by other members if the following criteria 
were met: 

(i) that the IMF was faced with an inadequacy of resources 
to meet appropriate requests for conditional financing; 

(ii) that this inadequacy of resources arose from an exceptional 
situation associated with requests from countries with 
balance of payments problems of a charact er or of aggregate 
size that could pose a threat to the stability of the 
international monetary system. 
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In considering proposals for activation of th e GAB for non
participants, the particip ants wou ld consult among th emse lv e s for the 
purpose of ascertaining whether the above criteria were me t. Such 
consultation would no t ex tend to the examination of s pec ific program s 
for u se of Fund resources, wh ich remains tfie responsibility of the 
Executiv e Board. 

Activation of the GAB for the benefit of non- participants would 
need to pay due r egard to potent ial calls on the arrangements for the 
purpose of financing pur chase s by participants. 

5. Credit ex t ended to the IMF under the GAB would ea rn interest 
at a rate equal to 100 per cent of the combined market rate used to 
d e termine the SDR int eres t ra te. The 1/2 per cent t ransfer charge now 
l ev ied wou ld be abolished. 

6. There was some discuss ion regarding the relationship with other 
potentia l l enders willing to prov ide resources in parallel with the GAB. 
It was assumed that lending under such parallel arrangements would be 
avai l able to finance pur chase s by GAB participants as wel l as non-participants, 
and that parallel l enders would have the same acc e ss to GAB resources as 
participants. 

7. The revised and expanded GAB will be reviewed at the time of the 
Ninth General Rev i ew of Quotas . 

8. It was recognized that implementation of the above conc lusions 
woul d require amendments of the GAB decision; it was consid ered desirable 
that, in the interes t of speed, th e amendments should be kept to a minimum. 
Regird ing the crit eria for activation for the bene f it of non-participants, 
it was left open whether they s hould be included in the decision or whether 
they shou l d be expressed in some form of understanding among participants. 

9. It was understo od that the r ev ision of the GAB a long the lines 
indicated above was contingent upon r eaching sat isfactory agreement on 
the other lssues relating to the Eighth Quota Review. 
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E.NLARGED GAB 

Points to make: general 

1. Outline proposal for an enlarged GAB has emerged from 
discussions in the G-10 and there has been some initial discussion 
of it in the Fund's Executive Board. Process of evolution from 
original US proposal already described to you by M Delors. 

2. Emergence of proposal reflected perhaps three elements: 

recognition that there was likelihood of continuing 
sudden strains on the world monetary system and hence 
possible need -to supplement Fund--.s resources at short 
notice in prearranged sums beyond what could reasonably 
be expected from further bilateral or market borrowing. 
The BIS offers some help in terms of crisis management 
but only in a temporary way and without tackling the 
problem of conditionality. Disirable to avoid creation 
of the new institution; 

desirable to update the GAB itself, since resources not 
replenished since it was founded; 

a new arrangement may help the US to get Congressional 
approval for a sizeable increase in resources available 
to Fund. 

3. When US first produced the proposal at Toronto, the concept 
of emergency financing was predominant but the proposal was not 
fleshed out and hence led to some concern that the funds might 
only be available for large countries, that the donors might act 
as effectively a second IMF Board imposing their own conditionality. 
Also concern that new institution might in effect displace quota 
increase of adequate size. 

4. Discussion of the original proposal has dealt with these 

points: 

- 1 -
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has been evolving and not surprising if people need a little time 
to digest it and assure themselves that its earlier defects have 

r \ been removed. But our own conclusion is that there will be a 
role for this new arrangement even though it will be right to 
review it at the time of the Ninth Quota Review. Welcome 
indications of your own views about it. 

- 3 -
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CONFIDENTIAL / 

-L f'1r~ 
FROM: A R H BOTTRILL 

C. o ">. _ - ( DATE: 21 DECEMBER 1982 
ot ~ t-UA~U IU. ~ ~~.~;-

MISvu·.L'TER V. ~;~ ~lvu.A~ cc Sir K Couzens 
C'vv-.-L~ f--. ...._._ f(,~~-J<., Mr Littler 

C"-.---c.l QJ"""' - > 1 Mr ~avelle 
a-,J <.x ~ \AIJ) /\~ Mr eretz 

_(f) • ·;r"?. Y'tvl • t Mr Atkinson ~ 
~ .._ ~ t'h ...... {,{ '~ 1 Mr Mcintyre 
tMll M ~(( ~V-Q_& ) v.c.9 a· (. 

- c)j .. VISIT TO SAUDI ARABIA 

You asked in your minute to Mr Lavelle today for advice on how the 
Chancellor should respond to the offer from Larosiere's office 
of briefing for the visit to Saudi Arabia. 

2. After discussion with Mr Lavelle, I have spoken to Mr Anson, 
and we have agreed that it might be useful to seek the Managing 
Director's views on a short list of key points covering both the 
prospects for an early Interim Committee and the visit to Saudi 
Arabia itself. I attach a draft telex that could be sent to Nigel 
Carter. In view of the Managing Director's holiday plans, this 
would need to be sent as soon as possible if a reply is to be 
drafted before Christmas. 

3. w·e have also been giving thought to what further preparation 
needsto be made. The Chancellor will no doubt wish to have 
Mr Anson's own assessment of the prospects for an early Interim 
Committee. He will send us an up to date telegram on 6 January 
to take account of tre 5 January Executive Board meeting. 

4. We have also considered whether the Chancellor might usefully 
make some political soundings, particularly with a view to assessing 
LDC reactions. The scope for this is severely limited by the time 
constraint. The only indirect approach which might be worthwhile 
would be to take G5 opinions from their own contacts with the LDCs. 

j Mr Regan's assessment of the Latin Americans' attitude and possibly 
M. Delors' assessment of Francophone African and Algerian positions 

) 

could be useful. If the Chancellor agrees, we could provide a 
?y~? draft letter. 

CONFIDENTIAL 





CONFIDENTIAL 

The only candidates for the Chancellor's own attentions 
might be the Indians and Anglophone Africans. We would advise 
against any direct contact with the Indian Finance Minister, 
Mr Mukherjee. The Indians are apparently playing hard to get, 
and might well view an approach from the Chancellor as an oppor
tunity to up their claim. We might, however, at an official level 
either in London or Delhi try to discover at least whether the 
Indians favour bringing forward the Inter.im Committee. 0ontact with 
Mr Chidzero, the Zimbabwe~ Governor and representative of the 
Anglophone African constituency, would probably not be helpful at 
this stage since he would find it difficult to collect the views 
of all his constituents rapidly. 

6. In the event of a decision to bring forward the Interim 
Committee on the basis of the MD 1 s and Mr Anson's advice and such 
G5 soundings as we.,,are able to do, we might envisage a broader 
lobbying campaign at that stage with guidance telegrams to posts 
and political contacts to try to iron out potential difficulties. 

7. We have commissioned our own briefing on Saudi relations with 
the Fund, the Saudi economy, OPEC issues and Saudi investment in 
the UK. We have also been promised copies of the FCO briefing for 

, Mr Pym's visit which should cover political points, together with 
/ personality notes on Abel-Khail and Kureli::shi. If you see any gaps, 

T{,. ~':}\MI,M,\\ please let us know. 
fu,.;llJt .,._ I\~ 

i'l\. c.l .f ct;.. 
~,\,~ -.r . ..- 1 A_ () ~~ . lA 
Jv- ~4 tr.,. ..._ 1 b ':lo-- · If ~~ifvc n 

A BOTTRILL 
ENC 
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RESTRICTED 

MR LAVELLE 

IMF: PROPOSED VISIT TO RIYADH 

FROM: J 0 KERR 
DATE: 21 December 1982 

cc Sir K Couzens 
Mr Littler 
Mr Bottrill 

Please see the attached two telegrams from Riyadh. While we 

still await final confirmation, it looks as if the Saudis will 

be able to see the Chancellor on 8 January. If so, the plan 

will be to fly out on 7 January, leaving Heathrow at 1540 and 

arriving in Riyadh at 0105 local time. The best return flight 

leaves Riyadh at 0800 local time on 9 January, and arrives at 

Heathrow at 12.20. 

~· 
J 0 KERR 
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MR LAVELLE 

VISIT TO SAUDI ARABIA 

CONFIDENTIAL 

FROM: JILL RUTTER 
DATE: c2\ December 1982 

cc Sir Kenneth Couzens 
Mr Littler 
Mr Bottrill 
Mr Ana..son - UKDEL IMF/IBRD 

Washington 

I was rung this evening by Nigel Carter, Monsieur de ~si~s 

Private Secretary. Much of the conversation focussed on 
) 

l e gistical questions - it is the MDs intention to meet up with 

the Chancellor's party in London and travel to Riyadh. 

2. But Mr Carter did also ask if there were any specific points 

on which the Chancellor would be grateful for the Managing 

Director's guidance. He asked if we could come back to the 

MDs office this week as Monsieur de J.a..,J{Dsfe:rtt intends to be 

absent for the week between Christmas and the New Year. 

3. I would be grateful if you could consider how we should 

respond tb this request. 

JILL RUTTER 
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CONFIDENTIAL 

MR A R H BOTTRILL 

VISIT TO SAUDI ARABIA 

FROM: J 0 KERR 
DATE: 22 December 1982 

cc Sir K Couzens 
Mr Littler 
M:v .. Lavelle 
Mr Peretz 
Mr Atkinson 
Mr Me Intyre 

Thank you for your minute of 21 December, which the 

Chancellor saw last night. I attach a copy of the 

telegram which he approved, and which has been sent 

to Washington this morning. 

a preview last night.) 

"' 

(I gave Larosieris office 

The Chancellor agreesLyour suggesti~n that he should 

send messages to his GS colleagues ~Christmas to 

ask for their assessment of probable LDC reactions to 

the proposed package. It would be very helpful if you 

could let me have drafts tonight. 

J 0 KERR 

CONFIDENTIAL 
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CONFIDENTIAL 

ANSON 

FftOM PS/CHANCELL9R 
'RJ1Jt!W'l~ ~ Co..lkr ..._ 

(i) Interim Committee meeting 
fu 

·~ Chancellor would be grateful for l Managing Director's general 
~CL!U. a,, cJ 

assessment of the ~rospects for advancing the Interim Committee 

meeting followin~atest discussions in Executive Board. lv~ 
p~lw:-

a. 

the 

Is there now a reasonable prospect of agreement on 
-~C(M.~ 

size of r ncrease? 4A ~Q1i8:~ 

b. Has sufficient progress been made in resolving 
q,u..cJ~ "I " 

differences over tire distribution- o.f qu~~tri 17Vtc.1 

~ are developing countries likely to accept some 

reduction in their share? 

(c) Are access limits likely to be a sticking point, 

or will a broad statement at the Interim Committe~)S~~~? c tt>&: ~~th details agreed lat~ 

CONFIDENTIAL 
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(ii) Saudi Arabia and the Fund 
r=--. ·h tL- h > . fo k VILW ~IW 
1The Chancellor wouldtbe grat~ful~~ the Managing Director's 
t-.., f' rCL-.-J ~ d. ,_s t.u.w 0'-t Th. t-1 V'l '\ (}- ~ ~-p1t.7isc.A·-L 

cOftfirmatien. that he will be ham11iug the issue of the third 
0•' LU\<') ( 1Jl,.,~ 6~ 

SDR 4 billion tranche of the Saudiloan to the Fund~ se~ePately. 
~~- j;,LOlM ct('(d .irL(~k{ ? 

borrowing arrangements, the Review and any enhanced GAB 
t""·lJ\.t.LJ. v.,!QJ' ( \1\Wt 

Chancellor assumesL the Managing 

the-- fallewing points;. 

ls ~~i- 9f:
Director will '·'iib toe cover 

a. ~tSaudi general approach to the size of quota in-

crease and its distribution. 

b.~ Saudi attitude to parallel lending to the Fund along-

{ 
p (tJ.,{H"UA( oJ~ 

side an enlarged GAB. The Chancellor would~ppreciate 

the Managing Director's views on the form such a parallel 

arrangement should take )and the amounts envisaged.) 

O...;,~~d 

c. Any further Saudi sensitivitie~~actical consider-

) 
ations. 

j 
( ti,· .S G'lM.d.J ~u~v\. 

'=-:> 
~, ({.The Chancellor recognises that it will be necessary~ o make 

an up to date assessment of the likely support 
~~~==-c=--=-'7 1~ciVtU. 

Q \"'- ""lA ~I)) 

2 
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I 
;MR. KERR 

VISIT TO SAUDI ARABIA 

FROM: A R H BOTTRILL 
DATE: 22 DECEMBER 1982 

cc Sir K Couzens 
Mr Littler 
Mr Lavelle 
Mr Atkinson 
Mr Anson ( UKDEL/IMF) 

You said that the Chancellor had approved the suggestion of sending 
a letter to G5 colleagues sounding their views now on the prospects 
of bringing forward the Interim Committee meeting. I attach a 
draft. 

A BOTTRILL 
ENC 
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1'tR KERR 

VISIT TO SAUDI ARABIA 

FROM: A R H BOTTRILL 
DATE: 22 DECEMBER 1982 

cc Sir K Couzens 
Mr Littler 
Mr Lavelle 
Mr Atkinson 
Mr Anson ( UKDEL/IMF) 

suggestion of sending 
a letter to G5 colleagues so ing their views now on the prospects 
of bringing forward the In erim ommittee meeting. I attach a 
draft. 

A BOTTRILL 
ENC 
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DRAFT LETTER FROM THE CHANCELLOR TO MR REGAN 

It now seems likely that we shall have to decide early 

in the New Year whether to bring forward next spring's 

Interim Committee meeting to February as we discussed at 

Kronberg. I am writing to you, therefore, to ask how 

you now see the prospects for a successful outcome of 

an early meeting. 

2. We seem to have moved towards a substantial, if not 

complete, measure of agreement among both the G5 and G10 

countries on the broad shape of a package including an 

increase in· quotes to SDR65-100 billion, together with an 

increase in the General Arrangements to borrow to SDR 15-20 

billion with an extension to make resources available to 

the Fund in the case of major strains on the international 

system. 

3. There are a number of important details still to be 

discussed but I would hope that we could make further pro

gress at the G10 ~ Ministers' meeting in January. I 'would 

hope, too, at that meeting that we could also make further 

progress on the distribution of the increase in quotas 

and relative shares in the GAB. 

4. I am particularly concerned, however, to have your 

views on the attitude of developing countries. Their 

interests are diverse and we must expect reactions perhaps 

to differ considerably between countries. It will be 



' • J 



important, however, that there is a broad measure of 

support among the generality of countries if an early 

Interim Committee meeting is to be successful. 

5. The acceleration of the Quota Review and the avail

ability of extra borrowed resources to the Fund should 

enhance its ability to help finance countries' adjustment 

programmes, and should be welcome to many developing 

countries. A number of countries, however, are concerned 

about the size of the quota increase, its distribution and 

their own access to Fund resources. 

6. The US Administration has wide-~anging conttacts 

among developing countries, perhaps particularly in Latin 

America. I should value therefore your views on whether 

the developing countries with whom you are in contact 

are likely to welcome an early Interim Committee meeting 

and feel able to contribute to a successful outcome. 

7. I am copying this letter to other G5 colleagues who 

have their own special contacts and whose views I should' 

value equally. It would be helpful to have your views 

before I go to Saudi Arabia with the Managing Director, 

probably on 7 January, since we shall probably need to 

discuss the timing of the Interim Committee then, taking 

into account the soundings that he too will have made. 

2 



r 
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~ Ll!:TTER FROM Tl'm CmtNCELLOR tO MR ftEGAN" 

lilt( 
II now seems likely that we shall have to decide early 

in the New Year whether to bring forward next spring's 
~ 

Interim Committee meeting to Februar~ as ~ discussed at 
~ WU\4ftl ~ ~ IM~ ~~~~ ~ Jtt.A....f 

Kronberg. I Mil Wl'iti;ag t~ t:AePefgre, to ask :Aew 
o..u·A&~t- ~ '11Pat ct ftlbu~ 

you new see the prospects for a successful outcome ~~ 
'- ~~ 
~ meeting. 

. A-s !l s.u.. ~~) 
{'ii{t. L.. We SQiUR te aave 

~ « v-t ululil ~e....J 
mgved to·«aras- La sub~tantial, if not 

"' complete, measure of agreement among both the G5 and G10 

~untries on the broad shape of a package including an _, 
1 04\ a.Llt.l tAl t, 1M. ~ l1t ~ ,· 1\ CH.u.t. ., a..t C'A ct 10111..1/e, 

increase in quotas to SDR65-100 billion,z...toget:AeP wit:A aa 

increase in the General Arrangements to Sbrrow to SDR 15-20 

billion)with an extension to make resources available to 
~t 

the Fund in the Qa&e of major strains on the international 

system. 

There are a number 'of important details still to be 

discussed but I would hope that we could make further pro-
"i•"t~~'QJ ~·""'~ "" ql.Se 4cJ)U-

gress at the G10 -M:tni +;err' mee~iag in Januaryf• I wo1:1le ~ 
~Clt "'~ 

~' tns, at tha"t5 meetisg t:Aa:t we couldL~ make further 

progress on the distribution of the increase in quotas, 

and relative shares in the GAB. 

[ \V) 14 l(~ t"ss..u.A_ t't~t t.tl<'t'h"'- ~ '-Ht.t ~t)UJ. a.cf~l•k!( ~ ~ 
~· I ~ part; CJl) arl y concerned. however te hav=e your 

I "'~ ""'- C."""' ~,t-f..u. W\l.l ~ Ai ~~ ' "~ , r4_ 
.a.e· .. ·o OB taeL attitude of developing countries. Their 

interests 

to differ 

are diverse,and we must expect reactions perhaps 
l?vt' 

considerably between countries. ~It will be 
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~ cc.d~ t.•\...!t ~. ~ ""'U~ ~ 

"' U Itt. ~h1 .• 1 n • rlbs4 rp "!flkl -
important, however,lthat th~e ie a broad measure of 

support amoag the geaerali-t;r of oountPies if an Eat~y 
~~ . 

Ini;Q.rirn Comm4:ttee meeting is to be sueeessfu;J.. 

~[~) The acceleration of the Quota Review and the avail

ability of extra borrowed resources to the Fund should 

enhance its ability to help finance countries' adjustment 

programmes, and should be welcome to many developing 

countries. A number of countries, however, are concerned 

about the size of the quota increase, its distribution and 

their own access to Fund resources. 

~. Tfte US AQmJnJstr~gR has wide-rang1ng cotttJaets 

a~Dong ~l~.)ing eeUBtri.lis, perbap& psrtieulaPly ifl Latin 

*meriea.l I should value therefore your views on whether 

the developing countries with whom you are in contact 
.i>.JJ\.. 

aFe likelyLto welcome an early Interim Committee meeting 
bQ. 

and ~ able to contribute to a successful outcome. 

ha1re their own ~ecia1. co~tacts a~d. .,,bose vie·.m I sfioula 
r ", .Y,0 1k. s G.4bU.. '4M-+ 

~ue ew1a1~. It would be helpful to have your views 
b ~ ~ J'tAAv ~ . Jt p l ~ ,.._ "'·s'r'\. ..S' w....tl ,· A-nt ~;~ lA./\ 'I\. llt. I 11 F 

before ~go to Saudi *rabift*with the Managing Director, 
~ t- te cr Cl.A c.t ~ ·'' W'"Jl.. ~ ._ 

probably on-7 January, siaee .,.,.e sbsll probably Reed to 
W\~f\ kM "'1 -u..._.~ l 

discuss~he timing of the Interim Committee1~n, taking 

into account the soundings that he too will have made. 

[_i~ BQbi W'\lh4U ~ <:_h.~\~ 0-..cl fU_ fv .UN Y.e.QJ..J· 
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IMF RESOURCES 

Limited Please pass following personal message from the Chancellor 
to Secretary Regan/M. Delors/Dr. Stoltenberg/Minister Private Secretary 

PS/PUS 
Mr Evans 
Mr J C Thomas 
ERD 

Takeshita 

2 Beg ins : - ~., , 1 1 • i.J '- 3 "" 0 \) t).. 

:( li) ~ :t=lO¥? seems 1ikel:Y -Ehat .• ,e shall have toldecide early 

Copies to: 

PPS/Chancellor) 
Sir K ·couzens ) 

Mr Littler ) 
Mr Lavelle )HMT 
Mr Bottrill ) 

in the New Year whether to bring forward next spring's 

Interim Co~ittee meeting to February, as was discussed 

at Kronberg. I would therefore be most grateful for 

your assessment of the prospects for a successful outcome 

from a February meeting. 

(ii) As I see it, we have established a substantial, if 

not complete, measure of agreement in G5 and GlO on the 

broad . shape of a package including an increase in quotas 

to SDR85-100 billion, an acceleration of the increase, 

and a parallel increase in the General Arrangements to 

Borrow to SDR 15-20 billion, with an exte~on to make 

/resources 



resources available to the Fund in the ' event of 

major strains on the international system. 

(iii ) There are a number of important details 

still to be discussed but I would hope that we 

could make further progress at the GlO Ministerial 

meeting in January. I also hope that we could 

then make {ur' , r progress on the distribution 

of the increase in quotas, and relative shares in 

the GAB . 

(iv ) A key issue i~elation to the proposed 

advancing of the Interim Committee meeting is, 

however, the attitude of developing countries. 

Their interests are diverse, and we must expect 

reactions tQ differ considerably between countries. 
:( z;v,..,._ so > rt- ~ {_ @J T~L will be important o to establish, 
r- ~~~fare . ~, a.t-

-·~~aavancing the[eeting)L broad measure of 

support exists. · 

(v ) The acceleration of the Quota Review and the 

availability of extra borrowed resour-ces to the 

Fund should enhance its ability to · help finance 

countries' adjustment programmes, and should be 

welcome to many developing countries. A number 

of countries, however, are concerned about the size 

of the quota increase, its distribution and their 

own access to Fund resources. 

(vi) I should value therefore your views on 

whether the developing countries with whom you 

are in contact are likely both to welcome an early 

Interim Committee meeting and be able to 

contribute to a successful outcome. 

(vii) It would be helpful to have this 

as sessment by 6 January. I plan to visit Saudi 

Arabia with the IMF Managing Director from 7 - 9 

January, and will wish then to discuss with him 

the timing of the Interim Committee meeting, taking 

into account the soundings that he too will have 

made . 
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(viii) I am sending similar messages to our 

other GS colleagues. 

(ix) Best wishes for Christmas and the 

New Year. GEOFFREY HOWE" 

Ends .. 

· 3. J!'or Washington only. Please add at end 

of para (vi): "Your advice ·on Latin American 

attitudes would be particularly valuable . " 

4. - For Paris only: Please add 

(a) at end of first sentence of para (iii) 

"which you will be chairing" ~ 

(b) at end of para (vii): "In addition to 

to your ~ssessment, particularly on 

the attitudes of Algeria and Franco'fh,:>nE 

Africa, I would of course also welcome 

5. 

'!" an account of the impressions you form 

·, ... on your own visit to Saudi Arabia." 

For UKdel IMF/IBRD only . Your tel No-: 

298, para. 2. Please pass copy of 

above message to Larosiere, for 

information. 
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00 JEDDA (ACTtONED) 

GRS 70 

CONFtDt.NTIAL 
F'Rm·, RIYADH 220530Z DEC 82 
TO IMMEDlATE FCO 
T£LEGRAt~ NUMBER 96 OF 22 DECHiBER 

INFO IMMEDtATE JEDDA 

- ~y TELNO 93 AND TELECON OF 21 DEC W1TH MED: 
OF THE EXCHEQUER 

.. It\ A~ tli ~D·'AT. IV~ r~! i t: · i 1:. 

1. WHEN HM AMBASSADOR SAW THE MtNISTER OF FtNANCE t H RIYADH 
ON 21 DECEMBER, ABA AL KHAIL SAID THAT HE COULD CONFIRM 
THAT THE DATES THE CHANCELLOR HAD PROPOSED WERE CONVENIEMT~ HE 
AND QURAISHl LOOKED FORWARD TO WORKING WITH THE CHANCELLOR 
OUOT£ ALL DAY SATURDAY (B JANUARY) U~rJUOTE. 

2. FCO PLEASE PASS TO PS/CHANCELLOR OF lHE EXCHEQUER. 

MUIR 

~------ - ----------
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00 UKDEL I ~F/IBRD WASHINGTON 

GRS 436 
CO NFJDENTIAL 
FM FCO 221548Z DEC 82 

CONFIDENTIAL 

TO U1~1E DIATE llKDEL H1F/IRRD T,JASHI!lGTON 
TELEGRAM NUMBER 253 OF 22 DECEMBER 
IliFO ROU'I'H!E RIYADH, JEDDA 

1.!3803 -

FOLLOWI NG FOR ONWARD TRAN SMISSION TO CARTER (LAROSIERE'S OFFICE) 
FROM ~ERR (PPS/CHANCELLOR) 
1. AS YOU KNOW (OUR CONVERSATION ON 21 DECEMBER) WE NOW HAVE 
CONFIRMATION THAT THE SAUDIS AGREE TO TALKS ON 8 JANUARY. THE 
CHANCELLOR LOOKS FOR WARD TO ~EETING THE MANAGI NG DIRECTOR HERE 
ON 7 JANUARY AND FLYING OUT TOGETHER - OUR BOOKI NGS ARE ON SV 
3026 AND SV 36. (RETURN FLIGHT SV 37 ON 9 JA11JUARY). 
2. WE SPOKE ABOUT THE FOLLOWING POINTS ON WHICH THE CHANCELLOR, 
IN PREPARING FOR THE VISIT·, HOULD VERY MUCH 1iiELC0~1E THE 
MANAGING DIRECTOR'S VIEWS. 

(I) INTER!~ COMMITTEE MEETING 
THE CHANCELLOR WOULD BE GRATEFUL FOR THE MANAGING 
DIRECTOR'S GENERAL ASSESSMENT OF THE CASE AND PROSPECTS 
FOR ADVAN CI~G THE INTERI M COMMITTEE MEETING FOLLOWING 
THE LATEST DISCUSSIONS IN THE EXECUTIVE BOARD. IN 
PARTICULAR:-
A. IS THE RE NOW A REASONABLE PROSPECT 0~ AGEEEMENT ON 
TgE SIZE OF THE QUOTA INCREASE? 
B. HAS SUFFICIENT PROGRESS BEEN MADE I N RESOLVING 
DIFFERENCES OVER QUOTA DISTRIBUTION? AND ARE DEVELOPI NG 
COUNTRIES LIKELY TO ACCEPT SOME REDUCTION IN THEIR SHARE? 
C. ARE ACCESS LIMITS LIKELY TO BE A STICKING POINT, OR 
HILL A BROAD STATE'1E~1T AT THE INTE RP1 CO~~ ITTEE, ':liTH 
DETAILS TO BE AGREED LATER, SUFFICE? 
(II) SAUDI ARABIA AND THE FUND 
ON SAUDI ATTITUDES TO THE OUOTA REVIEW AND ANY ENHANCED 
GA B BORROWI NG ARRA~GEMENTS, THE CHANCELLOR WOULD WSLCOME 

Cml:;'IDE1,!TIAL 

.. ' 
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CON!"IDSETIAL 
4380? - I 

THE MANAGING DIRECTJR ' S ASSESSME~T OF : -
A. THE SAUDI GE~ERAL APPROACH TO THE SIZE OF THE QUOTA 
INCREASE AND ITS DISTRIBUTI ON. 
B. THE SAUDI ATTI'!'UDE TO PARALLEL LENDING TO THE FU~!D 

ALONGSIDE AN ENLARGED GAB. (THE CHANCELLOR WOULD 
PARTICULA~LY APPRECIATE THE ~ANAGING DIRECTOR ' S VIEYS ON 
THE FOR~1 SUCH A PA'\ALLEt ARRANGE!~ENT SHOULD TAV.:E, AND THE 
AMOUNTS ENVISAGED). 

C. ANY FURTHE~ SAUDI SENSITIVITIES , A~D TACTI~AL 

COrl SIDERATION S. 
(III) SAUDI LOAN 

FI~;AVjY, THS CHAt!CELLOR ~TOU 1"D RE GRATEFUL TO r:NOtJ •·.JHE'I'HEH 
T~E MANAGING DIRECTOR ' S PLANS TO DIS~USS ON THIS VISIT 
THE SEPARATE ISSUE OF THE TBIRD SDR 4 BI~LION TRANCHE 
OF THE SAUDI LOAN TO THE FUND. OR WILL THIS PE HAND~ED 
SEPARATELY? 

THE CHANCELLOR RECOGNISES THAT IT ~IL~ BE NECESSAPY TO MAKE 
AN UP-TO-DATE ASSESSMENT OF THE LIKELY SUPPORT FOR AN EARLY 
H!TERH! cm-1MITTEE ~HTH A VIEH TO A DECISION IM!·1EDIATELY AFTF.:R 
T:lE VI~>IT TO SAUDI ARAB::: A. l-JE 1.HLL HHlSE~F TRY TO OBTAIN THE 
LATEST VIEHS 0? HIS G5 COLLEAGUES , JUST BE~ORE THE VISIT , IN THE 
LIGHT OF THEIR mn1 CON':': ACTS HITH DEVELOPii'!G COUNTRIES. 

N!·:NN 

DISTRIBUTION:
LP~ITED 

ERD 
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COPIES TO: 
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MY TELNO 93 AND TELECON OF 21 DEC WITH MED: VISIT OF CHANCELLOR 
OF THE EXCHEQUER 

1. viHEI~ H ~~ AI 'IBASSADOR SA\'! THE i''ilfnSTER OF FINANCE IN RIYAD H 
ON 21 DECE MBER, ABA AL KHAIL SAID THAT HE COULD CONFIR M 
THAT THE DATES THE CHANCELLOR HAD ? ROPOSED WERE CONVENIE NT, Hf 
AND QURAISHI LOOKED FORWARD TO WORKING WITH THE CHANCELLOR 
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Following for onward transmission to Carter (Larosiere's Office) from 

Kerr (PPS/Chancellor) 

As you know (our conversation on 21 December) we now have confirmation 

that the Saudis agree to talks on 8 January. The Chancellor looks 

forward to meeting the Managing Director here on 7 January and 

flying out together - our bookings are on SV 3026 and SV 36 • ..,_ (Return 

flight SV 37 on 9 January)_. 

2. We spoke about the following points on which the Chancellor, 

in preparing for the visit, would very much welcome th~ . ¥~aging 

Director's views. 

I 
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Interim Committee meeting 

The Chancellor would be grateful for the Managing Director' general assessment 

of the case and prospects for advancing the terim Committee 
Tl\.'-

meeting following the latest discussions in~xecutive Board. In p ticular:-

a. Is there now a reasonable prospect of agreement on t e size of the quota 

increase? 

'· b. Has sufficient progress been made in resolving di ference; over quota 

distribution? And are developing COl,llltries likely to ac ept some reduction 

in their share? 

c. Are access limits likely to be a sticking point, or wi 1 a broad statement 

at the Interim Committee, with details to be agreed later, s ffice? 

(ii) Saudi Arabia and the Fund 

On Saudi attitudes to the Quota Review and any enhanced GAB bor owing arrangements, 

the Chancellor would welcome the Managing Director's assessmen 

"11-.t. 
a. The Saudi general approach to the size oflquota increase d its distribution. 

b. The Saudi attitude to parallel lending to the Fund a ngside an enlarged 

GAB. (The Chancellor would particularly appreciate the Managing Director's 

views on the form such a parallel arrangement should ta e, and the amounts 

envisaged.) 

c. Any further Saudi sensitivities, and tactical consideration • 

(iii) Saudi Loan 

Finally, the Chancellor would be grateful to know whether the Managing Director's 

plans to discuss on this visit the separate issue of the third S R 4 billion tranche 

of the Saudi loan to the Fund. Or will this be handled sepQ.rately? 

3. The Chancellor recognises that it will be necessary to make an u to date assessment 

of the likely support for an early Interim Committee with a view to a ecision immediately 

after the visit to Saudi Arabia. He will himself try to obtain the latest views of his 

G5 colleagues, just before the visit, in the light of their own cont cts with developing 

countries. 
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Gf? 1200 

COI~F I DE tH I AL 
DES I\ [1y 230930Z 
FM UKDEL iMF/IBRD WASH ING TON 222212Z DEC 82 

TO IMMED IATE FCO 
TELEGRAM NUMBER 2)4 OF 22 DECEMBER 

IMF: BTH QUO TA REVIEW- DISTR IBUT ION OF OVERALL INCREASE ( EB /C QUOTA / 
82/13 ) 

1. FOLLOWING ARE MA IN POINTS FROM MANAG ING DIRECTOR ' S SUMM ING UP OF· 
EXECUT IV E BOARD DISCUSS ION ON 21 DECEMBER. THE SECRETARY ' S TALLY 
OF ThE VuT IIiG STREt.iGTH IN FAVOUR OF THE VARIOUS OPT IOtiS , AND THE 
VIE WS OF INDIVIDUAL DIRECTORS ON THE MAI N ISSUES , ARE SET OUT IN MY 
TWO IMMED IATELY FOLLOWING TELEGRAMS. 

2. THE MANAG ING DIRECTOR SA ID HE WAS ENCOURAGED BY THE HELPFUL 
DISCUSS ION WH ICH HAD PRODUCED A SUBSTANTIAL NARROW ING OF VIEVS ON 

A NUMBER OF KEY PO INTS. THIS WAS CRITICAL FROM THE PO INT OF VIEW OF 
ADVANCING THE DATE FOR THE INTERIM COMM ITTEE MEET ING. THERE WAS VERY 
LARGE AGREEME NT ON THE FOLLOWING PRINCIPLES: 

(I) INCREASES IN QUOTAS SHOULD LEA D TO A BETTER REFLECT ION OF 
RELAT IV E ECONOM IC POSITIONS OF I ~DIV I DUAL COUNTR IES . THERE SHOULD 
BE AiJJUS Ti!HlT FROi·1 PRESENT QUOTAS TO vi ARDS CALCULATED QUOTAS \JH I CH 
WAS IMPOR TANT FOR THE STRENGTH OF THE FUND AND ITS FUTURE 
L;IQU IDITY. 
(I I) I ~!CREASES IN QUOTAS SHOULD BE VIORK ED OUT ON THE BAS IS OF 
UN IFORM ME TH ODS FOR ALL MEMBERS. 
(Ill) EACH i1iEf'l 5ER SHOULD DERIVE A IV\EAN INGFUL INCREASE' IN ITS QUOTA 
FROM THE PRESE NT EXERCISE. 
(IV) THE PROPOSALS TO BE PUT Tcr GOVERNORS AND TO THE INTER IM 
COMMITTEE SHOULD BE AS SIMPLE AS POSSIBLE AND EXPRESSED IN THE MOST 

CLEAR LAI'IGUAGE. 
(V) THE PROPOSALS SHOULD BE CO NDU CIVE TO AN AGREEMENT AND A 
COi/;Pf-(Of··l iSE IN THE INTEFII\Yi COi'WdTT EE AT THE EARL IEST POSS IBLE DATE. 

f·iETHOD 
3. SUBSTANTIAL PROGRESS HAD BEEN MADE ON THE CHO IC E OF BASIC ME THOD. 
THE RE HAG BEEN A CLEAR MO~E TOWAR DS THE SO-CALLED METHOD 3. ON 
GROUNDS OF S IMPLICITY A~D UNIF ORM ITY, ME THOD 4 HAD NOT CARRIED THE 
DAY. THE RE WAS STILL SOME SYMPATHY FOR METHOD 2A BUT AS POLAK 
(NETHER LANDS) HAD EXPLA INED (I N BUFF 82/233 , CIRCULATED BEFOR E THE 
DISCUSS ION ) IT WAS NOT BAS ICALLY DIFFERE NT FROM METHOD 3 A~D WAS 
PROBABLY MORE DIFFI CULT TO FORMULATE AND TO EXPLA IN. THE MOVEMENT 
TO~ARDS METHOD 3 HAD BEEN VE RY STRONG AND METHOD 3 WAS PROBABLY THE 

BAS IS FOR COMP ROM ISE. CON:::DENTIAL I 11 J71 ~ hTI'b IV 
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CON::iD:::NTIAL 
l+. BUT AGREEi·1ENT ON f'1ETHOD 3 \·JAS ~lOT THE END OF THE STORY. THERE 
WERE DIFFERENT VARIANTS WH ICH COULD BE DISTINGUISED BY THE METHOD 
OF MIT IGAT ION AND THE AMOUNT OF THAT MITI GAT IO N. ON THE AMOUNT OF 
MITI GATION, A NUMBER OF DIRECTORS PREFERRED NO MITIG AT IO N, IE 
METHOD 3 WITH FULL ADJUSTMENT (C OLUMN 2 IN TABLE 2 OF THE STAFF 
PAPER ) WHICH YIELDED AN ADJUSTMENT COEFFICIENT OF 32 PERCENT. THAT 
WAS ONE POSSIBILITY. A SECOND GROUP OF DIRECTORS, VERY CLOSE TO 
THE FIRST GROUP, LIKED METHOD 3 CO MB INED WITH A MINIMUM INCREASE OF 
25 PERCENT FOR THE LEAST WELL EQUIPPED MEMBERS (COLU MN 3 IN TABLE 
2). THE ADJUSTMENT COEFFICIENT UNDER THIS METHOD WAS 31.6 PERCENT 
WHICH WAS VERY S IMILAR TO THAT UNDER METHOD 3 WITHOUT MIT IGATI ON. 
AT THE OTHER END OF THE SPECTRUM, A NUMBER OF DIRECTORS COULD GO 
ALONG WITH METHOD 3 ONLY IF THE MITI GATION ELEMENT WAS RATHER LARGE. 
A NUMBER OF THESE DIRECTORS PREFERRED THAT 75 PERCENT OF THE OVERALL 
INCREASE SHOULD BE EQUI-PROPORTIONAL WHICH IMPL IE D AN ADJUSTMENT 
COEFF ICIE NT OF 8 PERCENT. BETWEE N THESE TWO POLES, A NUMBER OF 
DIRECTORS HAD EXPRESSED VIEWS PO INTING TOWARDS AN ADJUSTMENT 
COEFFICIENT OF AROUND 24-25 PERCENT(WHICH WOULD PRODUCE AN [QU I
PROPORTIONAL INCREASE OF SOME 12.5 PERCENT). BUT THERE WERE MANY 
VARIANTS. THE ESSENTIAL THING WAS THAT THERE WAS NOW A ZONE 
FOR COMPROMISE AND RAPPROCHEMENT BETWEEN AN ADJUSTMENT COEFFICIENT 
OF 31-32 PERCENT AND AN ADJUSTMENT COEFFICIENT OF 8 PERCENT ON ~HIGH 

THE INTER IM COMMITTEE WOULD HAVE TO TAKE POLITICAL DEC IS IONS. 

5. ON THE METHOD OF MIT IGAT ION, THE MANAG ING DIRECTOR SA ID THERE WAS 
A STRONG MOVE TOWARDS THE [QU I-PROPORTIONAL METHOD, AS OPPOSED TO A 
MINIMUM PERCE NTAGE INCREASE. TH E EQUI-PROPORT IONAL METHOD WAS 
SUPER IOR IN TERMS OF THE UNIF OR MITY PRINCIPLE. THE DOAPD HAD THERE
FORE CHOSE N A BAS IC METHOD (METHOD 3 ) AND A METHOD OF MITIGATION 
(E QU I-PROPORTIO NAL ). TillS SHOULD BE CONVEYED TO MINISTERS. THERE 
WAS AND MUST BE GROUNDS FOR COMPROMISE BETWEEN A RELAT IV ELY STRONG 
AND A RELAT IV ELY LOW ADJUSTMENT COEFFICIENT. HE WAS CONF IDENT THAT 
ONE WOULD BE WORKED OUT. THE DIFFERENCES WERE SMALL IN TER MS OF 
INDIVIDUAL QUOTAS. 

6. THE MANAG ING DIRECTO R ADDED THAT THE BOARD'S CHOICES HAD BEEN 
MADE 0~ THE BASIS OF A FUND SIZE OF SDR 90 BN. BUT A NU MBER OF 
DIRECTORS HAD PO INTED OUT THAT IT WOULD BE EASIER TO ACH IEVE THE 
APPARE NTLY CO NFL ICT ING OBJECTIVES OF A STRONGER ADJUSTMENT 
COEFFICIE NT AND A MORE MEA NINGFUL EQUI-PROPORTIONAL INCREA SE IF THE 
OVERALL S IZ E OF THE FUND WAS LARGE R THA N SDR 90 BN. THE CH OICES WOUL D 
HAVE TO BE LOOKED AT AGA IN ONCE TijE OVERALL INCREASE HA D BEEN 
DEC IDED. WHIL E HE COULD NOT SAY YET THAT THE TEST OF SUCCESS WAS 
MET, HE UAS ENCOURAGED BY THE PRO GRE SS WH ICH HAD BEE N MADE SO FAR. 

. - ~ .-
CONFIDENTIAL / rurun.c 

( 



FUTURE \•iORK CONFIDENTIAL 
7. THE BOARD SHOU LD START WORK ON A REPORT TO GOVERNORS AS HE DOUB TE D 
IT WOU LD BE POSSI~LE FOR DIRECTORS TO NARROW THEIR DIFFERENCES ANY 
FURTHER. THE BOARD SHOU LD MAK E A CLEAR PRESEN TATI ON TO MINISTERS 
EXPLAI NING METHOD 3 tN S IMPLE LANGUAGE TOGETHER WITH POSS IBLE 
VARIA NTS AND CONSTRA INTS WHICH . WOULD EE NE CE SSARY TO ACHIE VE THE 
CONFLICTING OB JECTIVES OF THE EIGHT REV IE W. THE REPORT SHOU LD 
HIGHLIGHT THE AREAS FOR COMPROMISE AT THE NEXT INTE RIM COI,~ ITTEE 

MEE TI NG. IT WAS ESSENTIALLY UP TO MINISTE RS TO RESO LV E THE 
DIFFERENCES BETWEEN THE TWO POLES ON THE SIZE OF THE ADJUST~ENT 

COEFF ICI ENT. THE REPORT COULD PAVE THE WA Y FOR A SUCCESSFUL MEE TI NG 
OF THE INTER IM COMMITTEE IN THE EARLY PART OF FEBRUARY. IT WOULD 
EE CI RCU LAT ED ON 27-28 DECEMBER FOR INITIAL BOARD DISCUSS ION ON 4 
JANUA RY . 

8. AFTER THE SUMM ING UP, WH ICH WAS ENDORSED BY SEVERAL DIRECT ORS , 
PO LA K ( NETHER LA NDS } SUGGESTED THAT THE BOARD HAD NOT GIVE N SUFFICIENT 
TH OUGHT TO THE CH OIC E BE TWEEN AN [QU I-PROPORT IONAL INCREASE AND A 
t.'dN ii'1 Ut,, PERCENTAGE INCREASE. TH E QUESTION COULD PERHAPS BE RE-OPENED 
AT THE DISCUSS ION OF THE BOARD ' S RE PORT TO GOVERNORS IN EA RLY JA NUAR Y 
THE MAN AGING DIREC TO R SA ID THI S COULD BE DONE IF DIRE CTO RS HAD 
SECOND THOUGHTS GUT , IN HIS VI E\'i , THE RE WERE STRONG AHGUI~ ENTS 

AGAI NST A MINIMUM PERCENTAGE INCREASE. IT ~AS IMPOR TANT TO HAVE MADE 
ENOUG II PROGRESS TO BE ABLE TO DEC IDE WHE THE R TO ISSUE INVITATIO NS 
TO THE INTE RIM COMM ITT EE , WH ICH HAD TO BE DO NE A MON TH BEFOR E THE 
MEETING COULD BE HE LD. DAL LARA (U S), MALHOTRA (INDIA) AND KAFKA 
( BRAZ IL) REAFF IRMED THEIR STRO NG SUPPORT FOR THE [QU I-PROPORT IONAL 
APPROACH. TH EY AND DE MAULDE (FRANCE } STRESSED THE IMPOR TA NCE OF 
MO VI NG AHEAD ON THE BAS IS OF THE CHO IC ES MADE IN THIS DISCUSSION. 

9. FCO PLEASE ADVANCE TO SIR K COUZENS AND LAVELL E (HMT), GILC HR IST 
( BANK OF ENGLAND } AND APPLEYARD (ERD ). 

·~DVANCED AS REQUESTED) 
'"·~ · .. C.OFIL,"S ?o~-
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GR 2500 
CO;~F I DENT I AL 
DESI\hY 230930Z 
FM UKDEL IMF/1 3RD WASH INGTOH 222222Z DEC 82 
TO IMMED IAT E FCO 
TELEGRAM NUMBER 296 OF 22 DECEMBER c 
IMF: BTH QUOTA RE VI EW- D I STR I BUTI~N OF OVERALL INCREASE 

(EB/C QUOTA/82/13) 

1. 1'1Y TWO I PTS. 

2. VIEWS OF IND IVI DUAL DIRECTORS ON THE MAIN ISSUES ARE SET OUT 
BELOvl. 

3. AT THE START OF THE DISCUSSION, THERE WAS A BR IEF EXCHANGE OF 
VIEWS ON TECH NIC AL ISSU ES PROMPTED BY POLAK ' S (NETHERLA NDS ) BUFF 
62 / 233 IN WH IC H HE AGA IN CR ITICI SED THE STAFF ' S ME THOD OLOGY. 
ALTHOUGH POLAK'S PO INTS WERE ENDORSED BY SEVERAL DIRECTORS AND THE 
STAFF ' S RESPONSE WAS NOT VE RY CONVINCING , MOS T DIRECTORS WERE ANX IOUS 
TO MAKE PROGRESS ON THE SUBSTANT IV E ISSUES. WILL IAMS (DEPUTY 
TREASURER) AGREED TO PRODUCE A MATHEMAT ICAL APPENDIX TO THE BOARD'S 
REPORT TO GOVERNORS EXPLA INING THE VAR IOUS METHODS AND THE EXTENT 
TO \·iHICH Tl-iEY \'JERE INTR i tlS IC AL LY Sli.,i iLA R. 

4. ON THE SUBSTAT IVE ISSUES, DIRECTORS FROM DEVELOPED COUNTR IES 
GENERALLY ENDORSED FOUR REQU IREMENTS WHICH I HAD OUTL INED AS 
ESSENT IAL IN APPROACH ING THE QUES TIO N OF DISTR IBUT ION , NAMELY THAT 
QUOTAS SHOULD BE ADJUSTED ' BETTER TO REFLECT MEMBERS ' RELAT IV E 
ECO NOM IC POS ITI ONS, THE PRINCIPLE OF UNIFO RM ITY, THE NEED FOR 
SIMPL ICITY AND THE NEED TO FI ND A ME THOD WH ICH WAS CAPABLE OF BEING 
AGREED AND IMPLEMENTED QU ICKLY. DIRECTORS IN THE GROUP REPEATED 
THEIR OPPOS ITION TO PROPOSALS WH ICH APPROACHED DISTRIBUTION ON THE 
BAS IS OF COU NTRY GROUPS. 

5. DIRECTORS FROM DEVELOPING COUNTR IES , ON THE OTHER HAND, AGA IN 
EMPHASISED THAT THE QUOTA SHARE OF NON-O IL LDCS AS A GROUP SHOULD 
BE PROTECTED AND ARGUED THAT A SUBSTANTIAL PART OF THE OVERALL 
I NC~EASE SHOULD BE [QU I-PROPORT IONA L. SOME OF THESE DIRECTORS 
REPEATED THEIR SUPPOR T FOR A DOU BLING IN THE OVERALL S IZ E OF THE 
FUND. SALEHKHOU (I RAN ) SA ID THE QUOTA INCREASE SHOULD BE 
ACCOMPAN IED BY A NEW ALLOCAT ION OF SD~S. 

6. NIMATALLAH (SAUD I ARAB IA), WHO HAD REMA INED S I~E NT IN THE TWO 
PREV IO US DISCUSS IONS ON QUOTAS, SA ID H~ HAD FRIENDS ON BOTH S IDES 
OF THE ~RGUNE~T AND WOULD THEREFORE TAKE A MIDDLE POS ITI ON. HE 
SUPPORTED A DISTRI BU TIO N ME THOD ~H I CH DID NOT EXAGGERATE THE 
ADJUSTME~T COEFF ICIENT NOR THE SIZE OF THE GUARANTEED INCREASE FOR 
ALL MEMEBERS (SEE BELOW FOR DE TAIL). TH IS WAS NOT IN THE BEST 
INTERE STS OF SA UDI ARA BIA EUT IT WAS MORE IMPORTANT TO FACIL IT ATE 
TH E WORK OF THE FUMD. HE WAS OPEN TO ANY COMPROMISE IN THE INTE RES TS 
OF REACH I ~G A CONSENSUS. I'. 



7. I WD~VIDUAL COUNTRY POSITIONS WERE AS FOLLOWS: 
ERB {U S) -CONT INUED TO PREFER METHOD 2A WITH AN EQUI-
PFWPOiH I Oi~AL ELEF1ENT OF CLOSE TO 50 PERCENT. IN TI-lE INTERESTS OF 
CONSENSUS, WAS ALSO PREPARED TO SUPPORT METHOD 3 WITH AN [QUI
PROPORTIONAL ELEMENT AND AN ADJUSTMENT COEFFICIENT OF ABOUT 20 
PERCENT OR SLIGHTLY ABOVE. OPPOSED THE CONCEPT OF A MIN IMUM PERCENT
AGE INCREASE WHICH INTRODUCED AN ELEMENT OF NON-UN IF ORMITY INTO THE 
CALCULATIONS. 

UK - I CONTINUED TO SUPPORT METHOD 3 IN ITS PURE FORM BUT 
AGREED THAT IT MIGHT HAVE TO BE DILUTED (PARA 7 OF YOUR TELNO 246 ). 
OF THE TVIO viAYS OF DO I t~G THIS, I PREFEHRED THE EQU 1-PROPORT I ONAL 
APPROACH TO A MINI MUM PERCENTAGE INC REASE. IF A CONSENSUS WAS TO 
BE REACHED, THE [QU I-P ROPORTIONAL ELEMENT WAS UNLIKELY TO ACCOUNT 
FOR LESS THAN 25 PERCENT OF THE OVERALL INCREASE IN THE SIZE OF THE 
FU~D (E QU IVAL ENT TO AN ADJUSTMENT COEFFICIENT OF 24 PERCENT). THE 
BOARD SHOULD AGREE ON ONE METHOD AND ON ONE QUOTE SAFETY NET UNQUOTE. 
IT MIGHT BE NECESSARY TO ASK MIN ISTEns TO RESOLVE THE BALANCE 
BETWE~N THE SELECT IV E METHOD AND THE SAFETY NET. (I DID NOT POSE IN 
THE BOARD THE QUEST IO N AT THE END OF YOUR PARA. B, S INCE THE STAFF 
HAD ALREADY TOLD ME THAT THE ANSWER WAS AN [QUI-PROPORTIONAL 
ELEMENT OF APPROXIMATELY 50 PERCENT OF THE TOTAL INCREASE, WHICH 
YOU PREFERRED--YOUR PARA. 2-- NOT TO MENT IO N IN DICU SS ION AT THIS 
STAGE. ) 

LASKE ( GERHANY ) -CONTINUED TO PREFER METHOD 3 IN ITS PURE FORM 
WITH AN ADJUSTMENT COEFFICiENT OF 32 PERCENT. BUT WAS PREPARED TO BE 
FLEXIBLE AND COMBINE METHOD 3 WITH A MINI MUM INCREASE OR AN [QUI
PROPORTIONAL ELEMENT PROVIDED THAT NE ITHER WAS OVERLY LARGE. THE 
ADJUSTMENT COEFFICIENT SHOULD BE AT LEAST ABOUT 25 PERCENT. AN 
EQU I-PROPORT IONAL ELEMENT IN THE RANGE OF 50-75 PERCENT WOULD NOT 
BE ACCEPTABLE TO HIS AUTHORITIES. UNLESS THERE WAS A VISIBLE 
ADJUST MENT OF QUOTA SHARES AT THIS REV IEW, HIS AUTHORITIES WOU LD 
PRESS FOR ANO THER ROUND OF SELECTIVE QUOTA ADJUSTMENTS AT THE 9TH 
REV IEI:i. 

HIRAO (JAPA N) -REPEATED HIS SUPPORT FOR METHOD 4 AS A FIRST 
CHOICE. DESPITE GRAVE DOUBTS, COULD ALSO GO ALONG WITH METHOD 3 IN 
ITS PURE FORM AS AN ACCEPTABLE MINIMUM. HE STRONGLY OPPOSED THE 
INCLUS IO N OF AN EQUIP-PROPORTIONAL ELEMENT UNDER METHOD J. A 
MIN IMUM PERCENTAGE INCREASE UNDER METHOD 3 WOULD BE A BETTER WAY 
OF ENSUR ING A MEAN INGFUL INCREASE FOR ALL MEMBERS. 

DE MAULDE (F RANCE ) - HIS PREFERE NCE FOR METHOD 3 HAD STRENGTHENED 
SINCE THE LAST DISCUSSION. IT SHOULD BE COMBINED WITH A SUBSTANT IAL 
EQU I-PR0PORT IO NAL ELEMENT OF AT LEAST 50 PERCENT OF THE OVERALL 
INCREASE. THI S WOULD GIVE ALL MEMBERS AN INCREASE OF AT LEAST 25 
PERCE!H OF THEIR PRESENT QUOTAS FOR A FUND S IZE OF SDR 90 BN . 
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POLAK ( ~lE THE R LANDS ) -AGAIN CRITICAL OF THE STAFF ' S t,\E TH ODOLOG Y 
(SEE HIS BUFF 82 / 233 ). OUT ACCEPTED THAT METHOD 4 WAS UNLIKELY TO 
PRODUCE A CONSENSUS. THE BEST COMPROMIS E WOULD BE TO DISTRIBUTE 
QUOTA SHARES IN PROPORTION TO SHARES IN CALCULATED QUOTAS (IE 
METHOD 3 ) SUBJECT TO THE CONSTRAINT OF A MINIMU M PERCENTAGE INCREASE 
EQUAL TO HALF THE PERCENTAGE INCREASE IN THE OVERALL SIZE OF THE FUND 
IF TOTAL QUOTA S WERE INCREASED BY 50 PERCENT TO SDR90 BN, THE 
MINI MUM PERCENTAGE INCREASE SHOULD BE 25 PERCENT. 

SIGURDSSON (ICELAND) -CLOSE TO POLAK. SUPPORTED METHOD 4 WITH 
AN ADJUSTMENT COEFFICIENT OF BETWEEN 40-50 PERCENT SUBJECT TO A 
MINIMUM GUARANTEED INCREASE EQUAL TO HALF THE PERCENTAGE INCREASE 
IN THE OVERALL SIZE OF THE FUND. BUT AGREED THAT METHOD 3 WITH AN 
ADJUSTMENT COEFFICIENT IN THE ORDER OF 30 PERCENT MIGHT BE AN 
ACCEPTABLE COMPROMISE. THE STAFF SHOULD PRODUCE TABLES OR GRAPHS 
SHOWING THE POSSIBLE COMBINATIONS OF ADJUSTMENT COEFFICIENTS AND 
MINIMUM GUARA NTEED INCREASES SUBJECT TO FIVE CONSTRAINTS, NA MELY 
THE SIZE OF THE OVERALL INCREASE , THE EXISTING SETS OF ACTUAL 
AND CALCULATED QUOTAS, THE REQU IREMENT THAT NO MEMBER'S QUOTA SHOULD 
FA'LL ' IN ABSOL·UTE TERi'lS, THE ELif·~ I NAT I ON OF OVERSHOOTING At!D THE 
UNIFORM LINEAR ADJUSTMENT OF ACTUAL QUOTA SHARES IN THE DIRECTION 
OF CALCULATED QUOTA SHARES. (WILLIAMS (DEPUTY TREASURER) AGREED 
TO PROVIDE THIS.) 

PROWSE (AU STRA LIA) -METHOD 3 WAS THE SIMPLEST MET HOD TO EXPLAIN 
TO GOVERNORS. THE VARIANTS OF METHOD 3 IN TABLE 2 OF THE STAFF 
PAPER AND IN TABLE 3 OF EB/CQUOTA/82/10 SHOULD BE CLEARLY PRESENTED 
TO THE INTERIM COMMITTEE. HE COULD SUPPORT METHOD 3 SU BJECT TO A 
CONSTRAINT WHICH PRODUCED AN ADJUSTMENT COEFFICIENT IN THE AREA OF 
20-25 PERCENT. THE CONSTRAINT SHOULD TAKE THE FORM OF AN EQUI
PROPORTIONAL ELEMENT RATHER THAN A MINIMU M PERCENTAGE INCREASE 
WHICH WAS AR BIT RARY, NON-UN IF OR M AND DIFF ICULT TO EXPLA IN. 

LOVATO (ITALY) -METHOD 3 WITH A 25PERCENT MINIMUM INCREASE 
SHOULD BE THE BAS IS FOR A FINAL SOLUT ION. WAS PREPARED TO CONSIDER 
METHOD 2A WIT H A 50 PERCENT EQUI-PROPORTIONAL ELEME NT AS A SECOND 
BEST OPT IO N EVEN THOUGH IT WAS ARBITRARY AND ILLOGICAL. BUT METHOD 
3 WI TH AN [QUI-PROPORTIONAL ELEMENT AS HIGH AS 50-75 PERCENT OF THE 
OVERALL INCREASE WAS UNACCEPTABLE. 

SCHNEIDER (AU STR IA) -PREFERRED PURE METHOD 3 BUT PREPARED TO 
COMBINE THIS WITH A REASONABLE EQUIP-PROPORTIONAL ELEMENT WH ICH 
SHOULD NOT GO TOO FAR. THE AD JU STMENT COEFFICIENT SHOULD BE BETWEEN 
20-25 PERCENT FOR A FUND SIZE OF SDR90 BN. THE ADJUSTMENT 
COEFFICIENT COULD BE HIGHER IF THE OVERALL S IZ E OF THE FUND WAS 
LARGER THAN SDR90 BN(WHICH HIS AUTHORITIES CONTINUED TO REGARD AS 
INSUFFICIENT). - '.\ -
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JOYCE {CAi'lADA ) -CLOSE TO MY POSITION. PREFERRED PURE METHOD 3 
BUT RECOG NISED THAT SOME DILUTION WAS NECESSARY. THAT DILUTION 
SHOU LD TAKE THE FORM OF Atl EQU 1-P ROPOR T I Ol~AL ELE t'IENT RATHER THAt-: A 
MINIMUM PERCENTAGE INCREASE WH ICH WAS NOT NECESSARY U~DER METHOD 3. 
HE COULD SUPPORT AN EQUI-PROPORTIONAL ELEMENT OF 25 PERCENT OF THE 
OVERALL INCREASE WH ICH WOULD PRODUCE AN ADJUSTMENT COEFFICIENT OF 
24 PERCENT. THE ADJUSTMENT COEFFICIENT SHOU LD NOT GO BELOW THIS 
FIGURE. THE BOARD SHOULD AGREE ON METHOD 3 AND AN EQUI-PROPORTIONAL 
ELEMENT WITHIN AN AGREED RANGE AND GIVE MINISTERS A SIMPLE CHOICE ON 
THE AMOUNT OF THE [QUI-PROPORTIONAL ELEMENT. 

NIMATALLAH {SAUD I ARABIA) -COULD GO ALONG WITH METHOD 2A OR 
METHOD 3 WIT H A 50 PERCENT £QUI-PROPORTIONAL ELEMENT. THE ADJUSTMENT 
COEFFICIENT SHOULD BE WITHIN THE 20-25 PERCENT RANGE. THE BOARD 
SHOULD PRESENT THE INTER IM COMM ITTEE WITII A PROPOSAL BASED ON METHOD 
3 AND AN EQUI-PROPORTIONAL ELE MENT IN THE RANGE OF 25-75 PERCENT OF 
THE OVERALL INCREASE. HE CONTINUED TO HOPE THAT THE INTER IM 
COMMITTEE WOULD AGREE ON AN OVERALL QUOTA INCREASE TO SDR100 BN. 

FINAISH {LI BYA) -SUPPORTED METHOD 4 AS A FIRST CHOICE BUT 
RECOGN ISE D IT HAD INSUFF ICIE NT SUPPORT. COU LD ALSO SUPPORT METHOD 3 
WITH A 25 PERCENT MINIMUM INCREASE AS A SECOND CHOICE OR METHOD 3 
IN ITS PURE FORM AS A THIRD CHOICE. 

SALEHKHOU {IRA N) -THE BOARD SHOULD DEC IDE ON THE SIZE OF THE 
OVERALL INCREASE BEFORE DECIDING ON THE ME THOD OF DISTRIBUTION. 
A DOUBLING OF QUOTAS WAS ~HE ONLY WAY TO ACCOMODATE THE CONFLICTING 
OBJECTIVES OF THE BTH REVIEW. HE SUPPORTED METHOD 4 {COLUMN 7 OF 
TABLE 2 IN THE STAFF PAPER) AS A FIRST CHOICE BUT .WAS ALSO PREPARED 
TO SUPPORT METHOD 3 WITH A 75 PERCENT EQUI-PROPORTIONAL ELEMENT AS 
A SECOND CHOICE IN ORDER TO PROTECT THE RELATIVE SHARE OF DEVELOP ING 
COUNTRIES. 

ZHAI~G {CHI NA ) -REPEATED HIS VIE\>J THAT QUOTA SHARES SHOULD BE 
READJUSTED WIT HIN GROUPS OF COUNTRIES. THE RATE OF ADJUSTMENT SHOULD 
BE UNIFOR M WITHIN THESE GROUPS. IF THE QUOTA SHARE OF NON-O IL LDCS 
AS A GROUP DECLINED IN RELATIVE TERMS, ACCESS LI MITS SHO ULD BE 
RA ISED COMMENSURATE LY. METHOD 3 WITH AN (QUI-PROPORTIONAL ELEMENT 
OF AT LEAST 75 PERCENT WOULD BE THE LEAST OBJECTIONABLE ME THO D. 

i"IALHOTRA {INDIA) - SIMILAR TO ZHANG. NONE OF THE METHODS 
PROPOSED BY THE STAFF WERE ACCEPTABLE AS EACH INVO LVED A DECLINE IN 
THE RELATIVE SHARE OF NON-OIL LDCS. BUT COULD RELUCTANTLY ACQUIESCE 
IN METHOD 3 PROVIDED THAT AT LEAST 75 PERCENT OF THE OVERALL INCREA SE 

WAS EQUI-PROPORTIONAL. 

HABIB { l i~ DOi~ES IA) - ALSO SIMILAR TO ZHANG. SAW LITTLE DIFFERENCE 
BETWEEN METHOD 2A AND METHOD 3. METHOD J WITH A 75 PERCENT EQUI
PROPORT IO NAL ELEMENT AND AN ADJUSfMENT COEFFICIENT OF 8 PERCENT 
WAS THE LEAST OBJECTIONABLE METHOD. - ~-
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ALFI[;JA (r<IGEi~ ) -COULD RELUCTANTLY ACCEPT ME THOD 3 PROVIDED THAT 
AT LEAS T 75 PERCENT OF THE OVERALL INC REASE WAS EQUI-PROPORTIONAL. 

SANGARE (GUI NEA ) NOT LESS THAN 75 PERCENT OF THE OVERALL 
INCREASE SHOULD BE £QUI-PROPORTIONAL. ME THOD 3 WITH A 75 PERCENT 
£QUI-PROPORTIONAL ELEMENT WAS THE LEAST UNFAVOURA BLE METHOD FOR NON
OIL LDCS. THE ADJUSTMENT COEFFICIENT SHOULD BE NOT MORE TH AN 15 
PE RCENT . 

KAFKA (BRAZIL) PREPARED TO BE FLEXIBLE BUT COULD NOT ACCEPT 
METHOD 4 ON A~Y ACOUNT. ADJUSTMENT IN THE DIRECTIO N OF CALCULATED 
QUOTAS SHOULD NOT GO TOO FAST. SYMPATHISED WITH ZHANG THAT 75 PER 
CENT OF THE OVERALL INCREASE SHOULD BE [QUI-PROPORTIONAL. IT MIGHT BE 
NECESSAR Y TO HAVE A SECO ND ROUND OF SELECTIVE ADJUSTMENTS AT THE 

9TH i"? E V I E \-J • 

SE NIOR (VE NEZUELA ) -AT LEAST TWO THI RDS OF THE OVERA LL 
INCREASE SHOULD BE [QUI-PROPORTIONAL. AN [ QU I-PROPORTIO NA L INCREASE 

WAS PREFERABLE TO A MINIMUM PERCENTAGE INC REASE. HIS FI RS T 
PREFERENCE WAS FO R METHOD 2A WITH A TWO-THI RDS [QUI-PROPORTIONAL 
ELEMENT DU T COULD GO ALONG WITH ME THOD J COMBINED WITH A 50 PERCENT 
[QUI-PROPORTIONAL ELEMENT (COLUMN 4 OF TABLE 2 OF THE STAFF PAPER). 

TEIJER O (ARGENTINA) -COULD ACCEPT ME TH OD 3 WITH AN EQU I-
PROPORTIO NAL ELEMENT OF AT LEAST 50 PERCENT. 

B. FCO PLEASE ADVANCE TO SIR K COUZENS AND LAVELLE (H MT), GILCHRIST 
( BANK OF ENGLAND) AND APPLEYARD (ER D). 

ANSON 
tADVANCED AS REQUESTED) 

(!.OPJES Tl>~-
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F~ UKDEL I MF/I BR~ WASHINGTON 222~2JZ DEC 82 
TO IMMEDIATE FCO 
TELEGRAM NUMBER 295 OF 22 DECEMBER 5-;1 

t/ 
IMF: 6TH QUOTA REVIEW -DISTRIBUTION OF OVERALL !~CREASE (EB/CQUOTA/ 
82/13) 

1. NIPT • 

. 2. FOLLOWING IS VAN HOUTVE~'S (SECRETARY) RECORD OF THE VOTI~G 

STRENGTH IN FAVOUR OF THE VARIOUS OPTIONS WHICH HE OUTLINED TO THE 
SOARD AT THE CLOSE OF THE DISCUSSION ON DISTRIEUTIO~ ON 21 DECEMBER. 

METHOD 
3. VAW HOUTVEN SAID THAT ALTHOUGH SEVERAL DIRECTORS HAD REPEATED 
THEIR PHEFEi<EllCE FOR r•tTHCD 2A (US, SAUDI ARABIA ANu VE!-!EZUELA) OR 
FOR HETHOD 4 (JAPAN, NETHEi?LANDS, !CELA!:D, LIBYA ANIJ IP.At.;), ALL 
DIRECTORS HAIJ SEEN PREPARED TO ACCEPT METHOD 3 AS A COMPROMISE. 

i·\ IT I GAT I Or-! 
4. ON THE QUESTIO~ OF AW EQUI-PROPORTIONAL INCREASE VERSUS A MINIMUM 
PERCE~TAG~ INCREASE, THREE Gt~ECTORS (JAPAN, NETHERLANDS AND ITALY) 
PREFERRED A MIHINUM PERCEUTAGE INCREASE AND ONE DIRECTOR (GER~AHY) 

COULL ACCEPT EITHER. ALL OTHER DIRECTORS SUPPORTED THE EQUI
PROPCRTIONAL APPROACH. 

5. SEVERAL Lli<ECTORS (CHINA, INLIA, INDONESIA, VENEZUELA, GUit·lEA At;D 
IRAN) REPEATED THEIR VIE~ THAT THE RELATIVE QUOT~ SHARE OF NON-
GIL LDCS SHOULD AT LEAST BE MAIMTAI~ED AT ITS PRESENT LEVEL. BUT 
THESE DIRECTORS WERE ALSO PREPARED, ~ITH VARYING DEGREES OF 
RELUCTANCE, TO SUPPORT A CERTAIN ADJUSTMENT COEFFICIENT. 

ADJUSTMENT COEFFICIENT 
6. \iiTH REGARD TO THE SIZE OF THE ADJUSH'•ENT COEFFICIEIH, VAN 
HGUTVEN NOTED THE FOLLOWI~G POSITION: 
(I) AT O~iE EXTRWE, SEVEN D!RECTOP.S- CHINA, lt~DI:., lt!DONESIA, 
G:.;II\EA, tliGER, E·RAZIL AND IRAN (AS ITS SECOt:D PREFEREtlCE) - ACCC".;H
ING FOR JUST OVER 20 PERCEMT OF THE VOTING PO~ER, PREFERRED METHOq 

I 

3 WITH AN EQUI-PROPORTIONAL ELE~ENT OF 75 PERCENT AKD THUS A~ I 
ADJUSTMENT COEFFICIENT OF NOT MC~E THAN 6 PERCEHT. 
ll I) AT THE OTHER EXTRE ME, SEVEN DIRECTORS- JAPA~, GERMANY, 
t~ ETHEi<LANDS, ITALY, ICELAND, LIBYA M!D li\M: (AS A FIRST CHOICE) -
ACCOUtHII·<G FOR APPROXI1;ATELY 26.~ PERCO<T OF TilE VOTit•G PO\';ER, 
PREFERRED A~ AJUSTMENT COEFFICIENT 0~ AT LEAST 25 PERCE~T. IN THIS 
GROUP, GER M Ai~Y, NETHERLAtiDS AND ITALY SPECIFICALLY PREFERRED AH 
ADJUST~EWT COEFFICIENT OF ABOUT J2 PERCENT UHILE JAPAN, lCELA~D, 

IRAh AND LIBYA, WHO HAD ~UPPORTCL METHOD 4, THGUGHT THE A~JUST MEHT 

COEFFICIENT SHOULD BE HIGHER. 

CON?!D::NTfAL / (.m) 

I 
I 
I 



·--------... ----...... ....... ......._ __ ....... _ ___ ,; 

(Ill) It\ bET\JE.Et! THESE TWC EXTREr1.ES, THERE \iERE Nlf<E DIRECTORS, 
ACOUt;T I NG FGR Su~lE 54 PERCE liT OF THE VOT I !iG PO\!ER, \·:HO SUf-'PORTED f.t~ 

ADJUST~E~T COEFFICIENT IN THE RANCE OF 15-25 PERCENT. OF THESE 
~~~ECTORS, SIX- UE, MYSELF, CA~ADA, AUSTRALIA, AUSTRIA AND SAUDI 
:.i"L\E I A - v: ITH APPROX li·~/~TELY 42 PERCE tiT OF THE VGT I !<G PO '.~ER, PREFE:P.~ED 

At; ADJUSThEfiT COEFFICIENT v:IHilt' THE ~AI-lCE OF 20- 25 PERCEt:T. THE 
GT~ER THREE DI~ECTORS -FRANCE, VENEZUEL A AND ARGENTINA -PREFERRED 
A~ ADJUSTMENT COEFFICIENT OF 16 PERCENT. 

7. IN RESPOhSE TO QUESTIONS FROM ZHANG (CHINA) AND OTHERS, VAN 

HOUTVEI'i AGf:EEi:l Til AT THE CAKE COULD ALSO BE SL 1 CED I tJ THE FOLLOV! 111G 

v:AY: 
(A) AT ONE EXTREME, THERE WERE TEN DIRECTORS - ClliNA, INDIA, 
I!<DO i~ESIA, GUINEA, ldGER, BRAZIL, IRAN (AS A SECGtlD PREFEF;Et:CE), 
FRA~CE, VlNEZJELA AND ARGENTINA - WITH A COMBINED VOTI~G POWER OF 
APPROXINATELY 38 PERCENT WHO PREFERRED A~ ADJUSTMENT COEFFICIENT 
IN THE RANGE GF G-16 PERCENT. 
(B) AT THE OTHER EXTRE~E, SEVEN DIRECTORS - JAPAN, GERMANY, 
i•ETHERLAt;iJS, ITALY, ICELAtlD, LI BYA A~;I) IF:Atl (AS A FIRST CHOICE)
tiTH SOME 26.5 PERCENT OF THE VOTING POVER SUPPORTED A~ ADJUSTMENT 
COEFFICIE~T I~ THE 25-32 PERCENT RA~CE OR HIGHER. 
(C) I~ EET~EE~, SIX GIRECTO~S -US, ~YSELF, CA~ADA, AUSTRALIA, 
AUSTIIIA AIW SAUDI ARABIA - ~.'ITH t.PPiWXIi,iATELY 42 PERCEt:T OF THE 

VGTING POwER PREFERRED Ah ACJUST~ENT COEFFICIENT IN THE 20-25 PERCENT 
RANGE. 

G. FCC PLEASE ADVANCE TO SIR K COUZENS AND LAVELLE (HNT), GILCHRIST 
(BANK OF E~GLAND) A~D APPLEYARD (ERD). 

ANSON 

f1 o:· ... r G ThR'I 
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CONFIDENT AL 

DEC 82 ( FM UKDEL IMF/IBRD WASHINGTON 222223Z 
TO PRIORITY F C 0 
TELEGRAM NUMBER 297 OF 22 DECEMBER 

IMF~ FUND POLICIES ON MINIMUM QUOTAS 
/1--

1. 0~ 21 DECEMbER, EXECUTIVE BOARD CO~SIDERED EB/CQUOTA/82/12. THE 
DISCUSSION WAS INCONCLUSIVE. SUMMING UP, THE MANAGING DIRECTOR SAID 
THAT 14 DIRECTORS (AUSTRALIA, CANADA, FRANCE, JAPAN, NIGER, TANZAN
IA, SAUDI ARABIA, LIBYA, IRAN, lt~DIA, CHINA, VENEZUELA, BRAZIL AND 
INDONESIA) WITH APPROXIMATELY 49 PERCENT OF THE VOTING POWER COULD 
SUPPORT SOME FORM OF ACTION TO RAISE THE QUOTAS OF MEMBERS WHOSE 
PRESENT QUOTAS WERE BELOW SDRlO MN. 6 DIRECTORS (US, MYSELF, GERMANY, 
NETHERLANDS, ITALY AND ARGENTINA) WITH 42 PERCENT OF THE VOTING 
POWER COULD NOT SUPPORT ACTION ON THIS QUESTION. ONE DIRECTOR 
(ICELAND) WAS SYMPATHETIC TO THE PROBLEMS OF COUNTRIES WITH VERY 
SMALL QUOTAS BUT COULD NOT SUPPORT ACTION AT THIS TIME. ONE 
DIRECTOR (AUSTRIA) DID NOT EXPRESS A VIEW. THE MANAGING DIRECTOR 
CONCLUDED THAT THE MOST SENSIBLE COURSE WOULD BE TO INCLUDE THE 
ESSENCE OF THE DISCUSSION IN A SEPARATE PARAGRAPH IN THE BOARD'S 
REPORT TO GOVERNORS ON THE BTH QUOTA REVIEW (SCHEDULED FOR INITIAL 

I 

BOARD DISCUSSION ON 4 JANUARY). 

2. PROWSE (AUSTRALIA) MADE A STRONG OPENING STATEMENT IN FAVOUR OF 
INCREASING THE QUOTAS OF THOSE 17 COUNTRIES WHOSE PRESENT QUOTAS 

WERE BELOW SDRlO MN. THESE COUNTRIES WERE MAINLY SMALL ISLAND OR 
LAND-LOCKED DEVELOPING ECONOMIES SUFFERING FROM THE DISADVANTAGES 
OF GEOGRAPHICAL ISOLATION, TRANSPORTATION AND COMMUNICATION DIFFI
CULTIES, LIMITED OPPORTUNITIES FOR EXPORT DIVERSIFICATION AND LIMI
TED AtCESS TO INTERNATIONAL CAPITAL MARKETS. THE MAIN CONSIDERATION 
FOR THESE COUNTRIES WAS MEANINGFUL ACCESS TO FUND RESOURCES AS WELL 
AS TO FUND ADVICE AND TECHNICAL ASSISTANCE. THEIR OBJECTIVE WAS NOT 
TO HAVE GREATER ACCESS TO LOW CONDITIONALITY FUNDS. IF CONDITIONAL
ITY WAS REGARDED AS A PROBLEM, THE FUND COULD REVIEW ITS ASSISTANCE 
TO THESE MEMBERS IN THE LIGHT OF EXPERIENCE. ANY UPWARD ADJUSTMENT 
IN THE QUOTAS OF THESE MEMBERS WOULD HAVE A NEGLIGIBLE EFFECT ON 
THE QUOTA AND VOTING SHARES OF OTHER MEMBERS. THERE WAS A CLEAR 
GAP BETWEEN THIS GROUP AND THE NEXT COUNTRY UP (LESOTHO). BUT AN 
UPWARD ADJUSTMENT WOULD HAVE A VERY POSITIVE EFFECT ON THE ATTIT
UDE OF THESE MEMBERS TO THE FUND. ANY DEPARTURE FROM THE UNIFORMITY 
PRINCIPLE WOULD BE VERY SMALL AND WAS CLEARLY JUSTIFIED ON ECONOMIC 
GROUND$ AS THE EXISTING QUOTA FORMULAE DID NOT TAKE ACCOUNT OF THE 
SPECIAL PROBLEMS OF THESE MEMBERS. THE UPWARD ADJUSTMENT COULD BE 
MADE AFTER THE MAIN DECISIONS HAD BEEN TAKEN UNDER THE 8TH REVIEW 
AND HEED NOT COMPLICATE THE PACKAGE. 

3. PROWSE MENTIONED FOUR POSSIBLE METHODS OF RAISING THESE MEMBERS' 
QUOTAS~ 

(I) THE QUOTA OF EACH MEMBER COULD BE RAISED TO SDRlO MN AFTER 

CONFIDEf\jTJAL I THS GENERAL. 
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THE GENERAL INCREASE UNDER THE 8TH REVIEW. THIS WOULD QUOTE 
COST UN QUOTE THE FUND (I N TERMS OF ADDITIONAL QUOTA 
ALLOCATIONS) AN AMOUNT OF SDRBO MN. 

(I I) THE QUOTAS OF THESE MEMBERS COULD BE ROUNDED UP IN THREE 
CLASSES AFTER THE GENERAL INCREASE UN DER THE BTH REV IE W. 
QUOTAS BE LOW SDR5 MN COULD ROUNDED UP TO SDR5 MN: QUOTAS 
BETWEEN SDR5 MN AND SDR7.5 MN COULD BE ROUNDED UP TO SDR 
7.5 MN: AND QUOTAS BETWEEN SGR7.5 MN AND SDRlO MN COULD BE 
ROUNDED UP TO SDR10 MN. THIS WOULD COST THE FUND SDR17 MN. 

(I II) THE QUOTAS OF THOSE MEMBERS WHOSE RATIO OF PRESENT QUOTAS 
TO CALCULATED QUOTAS WAS BELOW THE AVERAGE RATIO FOR THE 
GROUP COULD BE RAISED TO THE AVERAGE RATIO. THIS WO UL D COST 

( IV l 
SDR19 r11l-l. 

THE FUND COULD GIVE THE 17 MEMBERS A SPECIAL PERCENTAGE 
INCREASE, OF, SAY, 25 PERCENT, ON TOP OF THEIR NEW QUOTAS 
AFTER THE 8TH REVIEW. THIS WO ULD COST SOME SDR23 MN. 

4. PROWSE WAS SUPPORTED BY 13 DIRECTORS, NOTABLY JOYCE (CA NADA ), 
ALFIDJA (NIGER) AND MTEI (TANZANIA). ALFIDJA, MALHOTRA (INDIA), 
HABIB (I NDONESIA) AND FINAISH (LIBYA) COULD ACCEPT ANY OF THE FOUR 
METHODS OUTLINED BY PROWSE. ZHANG (CHINA) COULD ACCEPT METHOD (II) 
OR (Ill). LE LORIER (FRANCE), JOYCE, NH4ATALLAH (SAUDI ARABIA) AND 
SALEHKHOU (IRAN) PREFERRED METHOD (II). MTEI, SENIOR (VENEZUELA) 
AND KAFKA (BRAZIL) PREFERRED OPTION (I II) BUT LE LORIER SAID THIS 
METHOD WAS UNACCEPTABLE. HIRAO (JAPAN) SIMPLY SAID THAT THE QUEST
ION SHOULD BE RE-EXAMINED AFTER SATISFACTORY AGREEMENT HAD BEEN 
REACHED ON THE OVERALL SIZE OF THE QUOTA INCREASE AND THE METHOD 
OF DISTRIBUTION. 

5. LE LORIER, SALEHKHOU AND MTEI ALSO UNDERLINED THE IMPORTANCE THEY 
ATTACHED TO A REVIEW OF BASIC VOTES IN THE CONTEXT OF THE 8TH 
REVIEW. PROWSE CONSIDERED THAT THE QUESTION OF BASIC VOTES WAS 
SEPARATE FROM THAT OF MINIMUM QUOTAS, BUT HE ACK NOWLEDGED THAT 
BASIC VOTES MIGHT HAVE TO BE EXAMINED SEPARATELY. 

6. ON THE OTHER SIDE, I SAID THAT I COULD APPRECIATE THE CONCERNS 
RAISED BY PROWSE BUT DOUBTED WHETHER THIS WAS THE MOST APPROPRIATE 
WAY OF DEAL ING ~ITH THEM (YOU R TEL NO 247). THE SMALL QUOTA POLICY 
HAD SEEN SUSPE~DED BECAUSE THE QUOTA FORMULAE HAD BEEN MOD IFIE D IN 
1963 TO TAKE CARE OF THE PROBLEMS OF SMAL LE R MEMBERS AT THAT TI ME. 
NO STRONG ECONOi¥11 C CASE HAD BEEt! ~\ADE FOR ROUNDING UP QUOTAS AT THE 
BOTTOM END OF THE SCALE AT THE PRESENT TIME. A MINI MUM QUOTA POLICY 
WAS A VERY CRUDE INSTRU MENT FOR DEALING WITH THE PROBLEMS OF SMALL 
MEMBERS. IF CLASSES OF ECONOMIES SUCH AS SMALL AND ISOLATED ISLAN DS 
FACED DISTINCTIVE PROBLEMS, THE BOARD COULD PERHAPS EXAMINE, SEPAR
ATELY, WHETHER FUND PROGRAMMES SHOULD TAKE ACCOU NT OF THESE SPEC IAL 
PfWBLEt1;S. 

z. 

' r 
I 

CONFIDE~:~TIAL I 1. 0ALL.ARA 

I , . . 

' t. 



CONFIDEf\JTIAL 

7. DALLARA (US) MADE SIMILAR POINTS. EXISTING POLICIES HAD NOT 
WORKED TO THE DISADVANTAGE OF SMALLER COUNTRIES WHO HAD JOINED THE 
FUND SINCE THE MINIMUM QUOTA POLICY WAS SUSPENDED. THE COST OF 
PROWSE'S SUGGESTIONS MIGHT NOT BE LARGE BUT IT WOULD SET AN 
UNDESIRA BLE PRECEDENT. LASKE (GERMANY) SAW NO REASON FOR GIVING 
SMALL MEMBERS SPECIAL TREATMENT. THIS WOULD BE TANTAMOUNT TO A 
REINTRODUCTION OF THE MINIMUM QUOTA POLICY WHICH WOULD RUN COUNTER 
TO THE PRINCIPLES OF UNIFORMITY. LOVATO (ITALY) SAW NO REASON 
TO COMPLICATE THE 8TH REVIEW WITH THIS NEW ELEMENT. POLAK ( NETHER
LANDS) THOUGHT IT WOULD BE A GREAT MISTAKE TO INTRODUCE POSSIBLE 
DISTORTIONS INTO THE QUOTA EXERCISE. TEIJEIRO (ARGENTINA) SAW NO 
REASON TO INTRODUCE NEW DISTORTIONS WHEN THE AIM OF THE 8TH REVIEW 
WAS TO REDUCE EXISITING ONES. 

B. FCO PLEASE ADVANCE TO SIR K COUZENS AND LAVELLE (H MT ), GILCHRIST 
(BANK OF ENGLAND) AND APPLEYARD (E RD). 

ANSON 

MONETARY 

E.RD 

ADVANCED AS REQUESTED 

COPieS To: 

APVANCE A~DRSSSEeS 
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CHANCELLOR 

INTERIM COMMITTEE/SAUDI ARABIA: WASHINGTON TEL NO 298 . ( Vw 1~ ~ o 1 ; I l ,_, J 

h Jt i'u 4 Oil.~~ 0 '~ 
P h I ld ff f . d h M • D. 4 I I~. er aps cou o er a ew rap1 comments on t e 11anag1ng 1rector s 
pre-Christmas message. p~~~~~~~·· 

~ .....,- • . ' ' . ., ,. f,.r(l- ~ 
Interim Committee Meeting •~ 6v V/.·(V' 

l 
2. On balance the message here is encouraging. 

3. In particular there has been a major advance on the question 
of distribution. It will much ease the handling of discussion if, 
as seems now to be the position, Ministerial attention can 
concentrate in this area solely on the extent of any equiproportional 
increase that should be allowed to dilute the effects of one basic 
distribution technique. The basic technique in questi on - 'Method 
3' - is fortunately itself relatively intelligible viz (in its 
pure form) distribution of all the increase in quotas by reference 
to shares in calculated quotas. At a guess we might end up at 
a compromise involving 50% of the distribution being equiproportional. 
Our detailed briefing will illustrate the effects of this on shares 
and access. 

4. If, as one may expect, the Managing Director invites the 
Committee on the day to express views on a limited essential 
group of issues, as narrowly defined as he can get away with, he 
might well, at least on a first round, suggest that access is left 
to the Executive Board. After a round of statements on the size 
of the Fund and distribution (even in the focussed form now 
possible) there may be little disposition for a wrangle on access. 
But if that is not acceptable to LDCs he may have to su~.gest a 
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broad formula for the guidance of the Board eg maintenance of 
existing access in cash terms. Since there are different ways 
of achieving the latter - by a general formula which gives some 
an actual increase in access, or by some kind of reserved rights 
rule -a broad formula may be enough. 

5. The Managing Director seems to retain a degree of concern on 
the saleability of the enlarged GAB plan. The point here, however, 
is that the Americans seem to have been a little upset that 
the proposal was not found acceptable on the spot by deverroping 
countries. But it is scarcely surprising that they need time to 
digest it. There is unlikely to be serious trouble once they 
have done so and realise the limited room for negotiation between 
the size of quotas and size of the GAB. 

6. The idea of some formal handling of any renewed bids for SDR 
allocation seems promising. 

The Saudi visit 

7. Here it is helpful that the question of the third BAMA tranche 
is to be dealt with separately. A satisfactory outcome here, plus 
squaring an influential participant in the neg>tiation of the 
general package, are obviously two major objectives for the 
January visit. 

8. The question of Saudi engagement in some parallel arrangement 
to the GAB proposal, a third objective, is rather different. 
From one point of view the absence of any such arrangemmts would 
not significantly undermine the total package. But an indication 
of Saudi willingness to contemplate a parallel arrangement would 
be a handsome plus, and a helpful signal to the markets. 

9. Any direct Saudi 
via voting would seem 
a closer relationship 

involvement in the GAB arrangement itself 
something to be avoided. It would imply 
than would be wanted by G-10 members and a 

potential source of awkwardness when the immediate motives for 
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enlargement have disappeared. All the benefits of association 
could be secured by a mild degree of parallelism which made 
participation by neither party, G-10 or the Saudis, a condition 
of participation by the other, but offered encouragement to it: 
so that on the day suitable ad hoc sharing of loans could be 
negotiated by the Managing Director. 

10. This points to a fairly careful progression in which any 
initial .strong Saudi interest in close participation might need 
to be played away by reference to the need ('from the Saudis' 
own point of view') for the G-10 to sort themselves out first. 
As noted above, it is not essential that this matter is brought to 
a precise conclusion by February: but some words for a communique 
would be welcome. 

- 3 -

SECRET 

R G LAVELLE 



r 

( 



,. 

I 

WONFO 21/23 
I 

~~ I 
~~ I 00 FCO (DESKBY . {P~f~-7 HH i 

~~sH ~i3J~ 
(l>tmqoo.) ~ ~ _ B{"'A ~ 

RR R I Y ADr! 

RR JEDDA 

GR 1400 
:;oNFIDENT:AL 
DESKBY 230900Z 
FM UKDEL IMF/IBRD WASHINGTON 2J0225Z 
TO I ~iNED I ATE FCO 
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INFO RIYADH, JEDDA. 

CHANCELLOR OF THE EXCHEQUER'S VISIT TO SAUDI ARABIA 

Rc 

1 
1. I PASSED THE CONTENTS OF YOUR TELNO 253 TO THE MANAGING 
DIRECTOR TODAY. HE WAS VERY GRATEFUL FOR THIS EARLY INDICATION 
OF THE CHANCELLOR'~ CONCERNS. I TALKED WITH HIM THIS EVENING, 
AND HE GAVE ME HIS PRESENT PRELIMINARY THINKING ON THE QUESTIONS 
IN YOUR PARA 2. IT WAS UNDERSTOOD, OF COURSEr THAT THESE VIEWS 

WOULD BE REFINED DURING THE PERIOD BETWEEH NOW AND WHEN A 
DECISION WOULD NEED TO BE TAKEN ON AN EARLY INTERIM COMI'iiTTEE. 
HIS COMMENTS WERE AS FOLLOWS (RELATED TO THE SUBHEADINGS IH YOUR 
TELEGRAM). 

I. I~TERIM COMMITTEE MEETING 
(A) YES. IT WOULD BE EASIER TO G~T A HORE ENTHUSIASTiC RESPONSE 
IF WE COULD GET A RESULT SOME\~HAT HIGHER THAN SDH 90 BILLION. 
THIS FIGURE WAS A BIT ON THE TIGHT SIDE, BUT HE THOUGHT THAT EVEN 
SDR 90 BILLION WOULD DO IN THE LAST RESORT. 

(B) HE THOUGHT THAT SIGNIFICANT PROGRESS HAD BEEN MADE IN THE 
EXECUTIVE BOARD ON tiEC EMB ER 21. WE NOW HAD A DECISION ON THE BASIC 
METHOD AND ON AN EQUIPROPORTIONAL INCREASE AS THE METHOD OF 
QUOTE MIT IGATION U~QUOTE. THIS SHOULD AVO ID MESSI NG UP THE 
INTERIM COMMITTEE WITH METHODOLOGICAL QUESTIONS. HE THOUGHT THE 
DEVELOPING COUNTRIES WOULD BE PREPARED TO ACCEPT SOME REDUCTION 
IN THEIR SHARE. THEIR ARGUMENT FOR A 75 PER CENT EQUIPROPORTIONAL 
ELEMENT ALREADY· IMPLIED THAT TH EY HAD GOT THROUGH THIS QUEST ION 
OF PRINCIPLE. THE MD HAD D ISCUSS~D THIS WITH MALHORTRA (I NDIA ) 
AND ZHANG (CHI NA ) WflO 'i10ULD SEEK TO IMPRESS THE POINT ON THEIR 
CAPITALS. THEY WOULD, HOWEVER, OBVIOUSLY TRY TO KEEP THE SHIFT 
AS LIMITED AS POSSIBLE. 
THE MD THOUGHT THAT HIS PLEA FOR A COMPROMISE AT THE END OF THE 
MEETING ON DECEMBER 21 HAD NOT DEEM TOO DADLY RECE IVED. THE 
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THE MD THOUGHT THAT HIS PLEA FOR A COMPROMISE AT THE ENU OF THE 
MEETING ON DECEMBER 21 HAD ~OT DEEN TOO BADLY RECEIVED. THE 
LDC'S WOULD PROBABLY BE RES IGNED TO MAKE SOME FURTHER MOVE IN 
THEIR POSITION. SUFFICIE NT PROGRESS HAD BEEN MADE ON THIS SUBJECT 
IN THE BOARD, AND IT SHOULD NOT BE TAKEN BACK TO THE BOARD 
EXCEPT IH THE CONTEXT OF DRAFTING THE DTOERD'S REPORT TO THE 
INTER IM COMMITTEE. WHEN DRAFTING ~AS BEGUN, HE WOULD INS IST 
THAT THE BOARD SHOULD NOT REOPEN QUEST IO NS WH ICH HAD ALREADY 
BEEN SETTLED. 
ON BALENCE, THEREFORE, HE THOUGHT THAT THE ANSWER TO QUESTIONS 
( B ) wAS YES. 

-tC) TH-IS WAS MCRE ..D .I t::f...JC.UJ .. T -1.0 ..At:isw.E,R. THE UN I TED STATES HAD 

RATHER RE ISED THE HOPES OF THE LDC'S BY THEIR EARLIER SUGGESTION 
THAT ACCESS LIMITS SHOULD BE CONSIDERED AS PART OF THE PACKAGE. 
HE DID NOT KNOW WHAT STRATEGY THE G24 \xOULD ADOPT. THEY \~OULD 

MEET IMMED IATELY BEFORE THE INTERIM COMMITTEE.: AND WOULD UNDOUBTEDLY 
USE FAIRLY EXTREME LANGUAGE. BUT HE D.l[f ~lOT lHlOW 1:/HETl-lER THEY 

. ... ... I 

WOULD GO AS FAR AS LINKING TtiEIR .APPROVAL ON liKE PACKAGE TO 
SOME DEAL ON THE ACCESS LIMITS. HE WAS THEREFORE RELUCTANT TO GIVE 
A FULL YES TO THIS QUEST ION. 

( D) THERE WERE TWO OTHER SUBJECTS WHICH HE THOUGHT SHOULD BE 
ADDED TO YOUR LIST. ON THE GAB, WE WOULD HAVE TO SEE HOW THE BOARD 
DISUCSSION WENT ON JANUARY 5. HE WOULD PREFER TO RESERVE 
HIS POSITION UNT·IL THEN. THE UNITED STATES HAD BEEN VERY UPSEr·
BY THE DISCUSSION ON DECEMBER 17 BUT HE THOUGHT UNNCESSARILY SO. 
MALHOTRA HAD TAKEN A VERY HARD POSITION BUT THE REACT ION OF OTHER 
DIRECTORS HAD NOT BEEN TOO BAD~ THE OTHER POINT WAS THE QUE STION 
OF SDR ALLOCATION, WHICH HAD ' COME UP IN THE BOARD · 
MEETiNG EARLIER TODAY (WHICH I WILL REPORT SEPARATELY). HE THOUGHT 
THAT SOMETHING WOULD NEED TO BE SAID ON THIS IN THE BOARD REPORT 
AND IN THE INTERIM COMMITTEE COMMUNIQUE. HE H)MSELF ~AS ATTRACTED 
BY THE IDEA Of JOYCE (CANAD A) THAT TH!'"" HHER I I<~ COM~·HTTEE SHOULD 
ASK FOR A SPECIFIC REPORT ON THE ALLOCATION QUESTION BEFORE THE 
NEXT MEET ING OF THE INT ER IM COMMITTEE OR THE ANNUAL MEET ING. THIS 
MIGHT BE A WAY OF AVO IDING CONTENTION IN THE INTERIM COMMITTEE. 
HE DID NOT KNOW WHETHER THE LDC'S WOULD GO AS FAR AS TO SAY THAT 
THERE WOULD BE NO DEAL AT ALL UNLESS AN ALLOCATION WAS 
AGREED ON THE SPOT. THIS WOULD BE CUTTING OFF THEIR NOSE TO 
SPITE THEIR FACE, AND HE DOUBTED WHETHER THE LATIN AMERICANS WOULD 
SUPPORT A BLOCK ING STRATEGY OF TH IS KIND. HIS ASSESSMENT ON THIS 
QUESTtOM WAS RATHER LIKE THAT ON ACCESS, BUT IN ANY CASE THE PROBLEM 
WOULD BE JUST THE SAME IN APRIL AS IT WOULD BE IN FEBRUARY. 
IT MIGHT BE EAS IER TO FORM A BETTER JUDGMENT WHEN THE BOARD 
STARTED DISCUSSING THE DRAFT REPORT ON JANUARY 4. 

II. S~UDI ARABIA AND THE FUND 
(A) THE SAUD IS WOULD MUCH PREFER SDR 100 BILLI ON, BUT WOULD 
RELUCTANTLY ACCEPT SDR 90 BILLI ON. ABALKHA IL HAD ALREADY SAID TO 
THE MD THAT THE FUND NEEDED A STRONG INCREASE IN ITS CAPITAL B~SE 

BECAUSE IT WAS A BIG BORROWER. ON DIST RIBUT ION, THE SAUD IS HAD MADE 
IT CLEAR IN THE BOARD DISCUSS ION CN DECEMBER 21 THAT THEY 
WOUL~ TAKE A CE"TRAL POS ITI ON. 

{B) HE THOUGHT THAT THE SAUDIS HAD NOT YET MADE UP THEI R MINDS. 
IT WAS CLEAR THAT THEY WERE INTERESTED IN THE ID EA AND HAD BEEN 
ASK ING PRO BING QUESTIONS ABOUT THE GAB, E.G. WHETHER THE SW ITT 
wA<1 ~~. vnTJ:" li Mn <:.r. ntJ _ Hf; c;ltc::.PFC:Tt=n THAT THEY wouL.D LIKE TO BE 
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ASKING PR OBING QUESTIONS ABOUT THE GAB, E.G. WHETHER THE SWITT 
HAU A VOTE, AND SO ON. HE SUSPECTED THAT THEY WOULD LIKE TO BE 
A VOTING PARTY, BUT NOT A FULL PARTICIPANT. AS RE GARDS AMOUNT, 
HE WAS CONVINCED THAT THEY WOULD WANT THEIR CONTRI BUTION TO A PARA
LLEL ARRANGEMENT TO BE BASED ON QUANTITATIVE CRITERIA AS FO~ OTHER 
PARTICIPANTS. THE FUND HAD ALREADY DONE SOME CALCULATIONS (WHICH 
I WILL SEND BY BAG) WHICH SUGGESTED THAT QUANTITATIVE INDICATORS 

WOULD SUPPORT A SAUDI COHTRI BUTION IN THE RAGE OF SDR 1-2.3 
BILLION, AND PERHAPS IN THE UPPER HALF OF THAT RA NGE. 

{C) ON TACTICS, THE MD HAD THOU GHT IT MIGHT SE A GOOD IDEA 
TO OFFER THE SAUDIS A CHOICE 0 N THE METHOD OF ASSOCIATION, 
BUT HE UNDERSTOOD THAT THE G10 HAD NOT FAVOURED THIS. IT WOULD 
BE IMPORTANT 1NOT TO PUT THEM IN A BOX, BUT TO EMPHASISE OUR 
IMPORTANT COMMON INTEREST, AND DISCUSS WHAT DLFFEREnT TYPES OF 
ASSOCIATION MIGHT BE ACCEPTABLE. THIS WOULD .HAVE TO BE DONE 
DELICATELY, AND HE ASSUMED THAT THE. CHANCELLOR WOULD BE HAVING 
A WORD ON THE TELEPHONE WITH DELORS WHEN THE LATTER HAD RETURNED 
FROM RIYADH. 

Ill. SAUDI LOAN 
THE MANAGING DIRECTOR DOES PLAN TO DISCUSS THE THIRD SAMA TRANCHE 

V DURING TtiE VISIT, BUT THINKS HE SHOULD DO THIS SEPARATEJ,.Y. IT 
WOULD BE TACTLESS TO GIVE THE IMPRESSION THAT THE CHANCELLOR 
HAD COME AS CHAIRMAN OF THE INTERIM COMMITTEE TO PURSUE THIS 
SUBJECT. IT WAS, OF COURSE, POSSIBLE THAT IT WOULD COME UP 
INCIDENTALLY IN A DISCUSSION OF THE POSSIBLE SAUDI CONTRIBUTION 
TO AN EXTENDED GAB. IF THAT SHOULD. HAPPEN, THE. i'ID WOULD INDICATE 
THAT HE WOULD HIMSELF PURSUE THE THIRD TRANCHE IN HIS SEPARATE 
TALK. 

. ! 

2. ON THE LAST PARAGRAPH OF YOUR TELEGRAM THE 140 AGREED THAT 
IT WOULD. BE NECESSARY TO MAKE Mf UP-TO-DATE ASSESSMENT WITH A VIE \'1 
TO A 6ECISION IMMEDIATELY AFTER THE SAUDI VISIT. HE WELCOMED THE 
IDEA THAT THE CHANCELLOR SHOULD SOUNO HIS G5 COLLEAGUES JUST BEFORE 
THE VISIT IN THE LIGHT OF THEIR OWN CONTACTS WITH DEVELOPING 
COUNTRIES. 

). FCC PLEASE PASS DESK BY 2309001 TO PPS/CHANCELLOR OF THE 
EXCHEQUER AND TO COUZENS AND LAVELLE (TREASURY), GILCHRIST 
{BANK OF ENGLAND). 

ANSON 
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CON f I DE l·: T I AL 
Dt:SKEY 23G'iJJZ 
FM UKDEL IMF /I BRD WASH ING TON 2J022 5Z 
TO IMMED IATE FCO 
TELE GRAM NU~BER 298 OF 22 DECE MSER 1982 

I ~ FO RIY ADH , JEDDA. 

ChA NCELLOR OF THE EXC HE QUER 'S VI S IT TO SAUD I ARAB IA 

1. I PASS ED THE CON TE NTS OF YOUR TEL NO 253 TO THE MANAGI NG 
DIRECTOR TODAY. HE WAS VE RY GRA TEFUL FOR THIS EARLY IND ICATI ON 
OF TH E CHA NCE LL OR 'S CONCE R~S . I TALKED WITH HI M THIS EVENI NG , 

Ai':D H E GA VE 1·1 E H I S P R E S E !H P R E L lt·'d 1'-l A R Y T H I N 1\t tJ G 0 I~ T HE QUE S T I 0 i'l S 
IN YOUR PARA 2 . IT WAS UNDERS TOOD , OF CO URS E, THAT THE SE VIEWS 

WO ULD BE RE FI NED DUR I ~G THE PE RIOD BE TWE EN NOV AND WHEN A 
DEC ISIO N WOU LD NE ED TO BE TA KEN ON AN EA RLY INTER IM COMM ITT EE . 
HI S CO MMEN TS WERE AS FOL LOWS (REL ATEL TO THE SUBHE ADIN GS IN YOUR 
TELEG RAM ). 

I. I NTE H I [''• CQI.·\i'i I TTEE l·lE ET II,JG 
( A) YES. IT WO UL D BE EASIER TO GE T A NOR E ENTHUS IAST IC RE SPO NSE 
IF WE COUL D GET A RES ULT SOMEWHA T HIGHER THA N SD R 90 BILLI ON. 
THIS F IGURE WAS A BIT ON THE TI GHT S IDE , BUT HE THOUGHT THAT EVEN 
SDR 90 DILLI ON WOU LD DO IN THE LAST RESORT . 

( b ) HE THOUGHT THA T S IGI'l iF ICAN T PHOG I~ESS HA.G BEU~ i·" AJJE l tJ THE 
EXECUT IVE BOARD ON DECE~EER 21 . WE NOW HAD A DEC IS ION ON THE BAS IC 
ME TH OG AND 0~ AN EQU IPROPORTIONAL INCREASE AS THE ME THO D OF 
QUO TE MITI GAT ION UNQ UOTE. THI S SHOULD AVOID MESS ING UP THE 
INTER IM COn MlTT EE WITH METHODOL OG ICAL QUEST IO NS . HE TH OUGHT THE 
DE VELOPING COUN TRIE S WOU LD BE PREPARED TO ACCE PT SOME REDUCTI ON 
IN TH EIR SHARE . THEI R ARGU MENT FOR A 75 PER CE NT EQU IP ROPORT IONA L 
ELEMENT ALREADY IMP LIE D THAT THEY HAD GOT TH ROUG H THI S QUESTI ON 
OF PR INC IPLE. TH E r·1D HAD DISCUSSED THIS ~! ITH t-'IA LH OR TRA (I NDIA) 
AND ZHANG (C HINA ) WHO WOU LD SE EK TO IMPRESS THE PO INT ON THEI R 
CAP IT ALS. TH EY WOU LD, HOWEVER , ODVIOUSLY TRY TO KEEP THE SH IFT 
AS LI MIT ED AS POSSI BLE. 
THE MD THOU GHT THAT HIS PLEA FOR A CO MPR OMISE AT TH E END OF THE 
MEETI ~G ON DECEMBER ~1 HAD NO T BEEN TOO BAD LY RECEIVED. THE 

LDC ' S WOU LD PROBABLY BE RES IGNED TO MA KE SOME FU RTHER MO VE IN 
THE IR POS ITI ON . SUFFICIE NT PROGRESS HAD BEE N MADE ON THI S SUB JEC T 
IN TH E BOARD , AND IT SHOULD NOT BE TAKEN BACK TO THE BO ARD 
EXCEPT IN TH E CONTEXT OF DRA FTI NG TH E DTOERD ' S REPORT TO THE 
INTER IM COMM ITT EE. WHE N DRAF TI NG WAS BEGUN, HE WO ULD INS IST 
Th AT TH E 80 AfHJ SHOULD NOT REOPEN QUES TIO NS \·! HI CH HAD AL RE ADY 
DEE li S E TTL E D • 

ON BALENCE , THEREFOR E, HE TH OUGHT TH AT THE ANSWER TO QUES TI ONS 

( B ) \~ AS YE S . 

I 



(C) THIS WAS MORE DIFF ICULT TO ANSWER. THE UN ITED STATES HAD 
~ATHER RE ISED THE HOPES OF THE LDC ' S BY THE IR EAR LI ER SUGGEST ION 
THAT ACCESS LI MIT S SHOU LD BE CONS IDERED AS PART OF THE PACKAGE. 
HE DID NOT KNOW WHAT STRATEG Y THE G24 WOULD ADOPT. THEY WOULD 
hEET I t,1HC:D I AT ELY IlEFORE ThE I N TEf-~ I lA COM!"ol TTEE ~ND viOULD UNDOU BTEDL Y 
USE FAIRLY EX TREf'.iE LAI'!GU/,GE. BUT HE DID NOT I<.N0\1 \·!HETHER THEY 
WOU LD GO AS FAR AS LI NK ING THE IR APPROVAL ON THE PACKAGE TO 
SOME DEAL ON THE ACCESS LIMIT S. HE WAS THEREFORE RE LUCTANT TO GIV E 
A FULL YES TO TH IS QUEST ION. 

( D) THERE viERE TviO OTHER SUL JECTS V! H ICH HE THOUGHT SHO UL D BE 
ADDED TO YOUR LIST. ON THE GA B, WE WOULD IIAVE TO SEE HOW THE BOARD 
DISUCSS ION \~ ENT ON J ANUAR Y 5. HE \~OUL D PREFER TO RESERVE 
HIS POSIT IOt.J UNTIL TIIEN. THE UNITED STATES HAD BEEN VERY UPSET 
BY THE DISCUSS ION ON DE CEMBER 17 BUT HE THOUGHT UNNCESSAR ILY SO. 
NALHOTRA HAD TAKEK A VER Y HARD POS ITION BU T THE REAC TI ON OF OTHER 
DIRECTORS HAD NOT BEEN TOO BAD. THE OTHER PO INT WAS THE QUEST ION 
OF SDR ALLOCAT ION , WH ICH HAD COME UP IN THE BOARD 
MEET ING EARL IER TODAY (WH ICH I WILL REPORT SEPARATE LY) . HE THOUGHT 
THAT SOMETH ING WOU LD NEED TO BE SA ID ON TH IS IN THE BOARD REPOR T 
AND IN THE INTER IM CO MM ITTEE CO MM UN IQUE. HE HIMSE LF WAS ATTRACTED 
BY THE IDEA OF JOYCE (CANADA ) THAT THE INTERW COi"1f"i iTTEE SHOULD 
ASK FOR A SPEC IF IC REPORT ON THE ALL OCAT ION QUE STIO N BEFORE THE 
NEXT MEET ING OF THE INTER IM COMMITTEE OR THE ANNUA L ME ET ING. TH IS 
MIGHT BE A WAY OF AVO I D I ~G CON TENT ION IN THE INTER IM COMM ITTEE. 
HE DID NOT K ~OW WHE THER THE LDC ' S WOU LD GO AS FAR AS TO SA Y THAT 
THE RE WOU LD BE NO DEAL AT AL L UN LESS AN ALLOCAT ION WAS 
AGHEED ON THE SPOT. TH IS WO ULD BE CUTT ING OFF TIIE IH NOSE TO 
SP IT E THE IR FACE, AND HE DOUBTED WHE THER THE LAT IN AMER ICANS WOULD 
SUP POR T A BLOCK ING STRATEGY OF TH IS KIND. HIS ASSESSMEN T ON THI S 
QUEST ION WAS RATHER LI KE THA T ON ACCESS, BUT IN ANY CASE THE PROBLEM 
VJO UL D DE J UST THE SA 1"1 E IN APR IL AS IT \JOULD EE IN FEBRUARY. 
IT MIGHT BE E~S I ER TO FO RM A BETTER JU DGMENT WHEN THE BOARD 
STAR TED DISCUSS ING THE DRAFT REPORT ON J AN UAR Y 4. 

I I . SAUD I ARA BIA AND THE FUND 
(A) THE SAUD IS WOULD MUC H PREFE~ SDR 100 BILL ION , BUT WOULD 
RELUCTANTLY ACCEPT SDR 90 BILL ION. ABALKHA IL HA D ALREADY SA ID TO 
THE MD THAT THE FUND NEEDED A STRONG INCREASE IN ITS CAP ITAL BASE 
BECAUSE IT WAS A BIG BORROWER. ON DISTR IBUT ION, THE SAUD IS HAD MA DE 
IT CLEAR IN THE BOARD DISCUSS ION ON DECEMBER 21 THAT TH EY 

WOU LD TAKE A CEN TRA L POS ITION. 

( E) HE TH OUGHT THAT THE SAUD IS HA D NOT YET MADE UP THE IR MINDS . 
IT WAS CLEAR THAT THEY WERE INTERESTED IN THE IDEA AND HAD BEEN 
ASK ING PR OB ING QUEST IONS ABOUT THE GAB, E.G. WHETHER THE SW ITT 
HAD A VOTE , AND SO ON. HE SUSPECTED THAT THEY WOULD LIKE TO BE 
A VOTING PARTY, BUT NOT A FULL PART ICIPANT. AS REGARDS AMOUNT, 
HE WAS CO NVINCED THA T THE Y WOULD WAHT THE IR CON TRIBUT ION TO A PARA
LLEL ARRANGE MENT TO BE BASED ON QUANT IT ATI VE CRITER IA. AS FOR OTHER 
P~RTIC I PA N TS. THE FU ND HAD ALREAD Y DONE SOME CA LCULA TI ONS (WH ICH 
I WILL SEND BY BAG) WHICH SUGGES TED THAT QUANT ITAT IVE IND ICA TORS 

WOU LD SUPPORT A SA UDI CONTRIBU TION IN THE RAGE OF SDR 1-2.3 
BIL LION , AND PE RHAPS IN THE 

. .. . 
H~LF OF THAT RAMGC. 
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(C) ON TACTICS, THE MD HA D THOUGHT IT MIGHT BE A GOOD IDEA 
TO OFFE R THE SAU DIS A CHOICE 0 N THE METHOD OF ASSOCIATIO N, 
EUT HE UND ERS TOOD THAT THE GlO HAD NO T FAV OUR ED THIS. IT WO ULD 
BE IMP ORTA NT NOT TO PUT THEM IN A BOX , BUT TO EMPHASISE OUR 
IMP ORTANT COMMON INTERES T, AND DISCUSS WHAT DIFFE RENT TYPES OF 

f;SSOC IATI ON i'~ I GIH BE ,".CCEPTABLE. THIS \vOULD HAVE TO BE DONE 
DEL ICATELY , AND HE ASSU MED THAT THE CHANCELLOR WOULD BE HAVING 
A WORD ON THE TELEPHONE WIT H DELO RS WHEN THE LATTER HAD RETURNED 
FRO i'\ RIYADH. 

II I. Sf1UD I LOA N 
TH E MANAG ING DIRECTOR DOE S PLA N TO DISCUSS THE THI RD SAMA TRANCHE 
DUR ING THE VISIT, BUT THINKS HE SHOULD DO THIS SEPARATELY. IT 
WOULD BE TACTLESS TO GIVE THE IMPRESS ION THAT THE CHANCELLOR 
HAD COME AS CHAIR MAN OF THE INTERIM CO MM ITTE E TO PURSUE THIS 
SU BJECT. IT \U. S , OF COU RSE , PO SS IBL E THAT IT viOU LD CGr-1E UP 
INCI DEN TALLY IN A DISCUSS ION OF THE POSS IBLE SAUDI CONTRI BUTION 
TO AN EXTEN DED GAB. IF TH AT SHOULD HAPPEN, THE MD WOULD IND ICATE 
TH f•T HE VI OU LD HI MSELF PU RS UE THE THIRD TRANCHE IN Hl2· SEPARATE 
TAL K, 

2. ON THE LAST PARAGRAPH OF YOUR TELEGRAM THE MD AGREED THAT 
IT WO ULD BE NECESSARY TO MAKE AN UP-TO-DATE ASSESS MENT WITH A VIEW 
TO A DEC IS ION l i11t-'1ED IATELY AFTER THE SAUD I VISIT. HE viELCO!AED THE 
IDEA THAT THE CHA NCELLOR SHOULD SOU ND HIS G5 COLLEAGUES JUST BEFORE 

THE VIS IT IN THE LIGHT OF THEIR OWN CO NTACTS WIT H DEVELOPING 
COU NTRIES. 

), FCC PLEASE PASS DESKBY 23D900Z TO PPS/CHA NCELLOR OF THE 
EXCHE QUER AND TO COUZENS AND LAVELLE (TREASU RY), GILCHRIST 
( B A~K OF ENGLANL ). 

ANSON 
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CONFIDENTIAL 
FM FCO 231730Z DEC 82 
TO IMMEDIATE JEDDA 

CONFIDENTIAL 

TELEGRAM NUMBER 436 OF 23 DECEMBER 
INFO RIYADH, UKDEL IMF/IBRD WASHINGTON. 

RIYADH TELNO 96: VISIT OF CHANCELLOR OF THE EXCHEQUER 
1. YOU WILL HAVE SEEN DETAILS OF THE CHANCELLOR'S TRAVEL 
PLANS (MY TELNO 253 TO UKDEL). THE IMF PARTY IS NOW BOOKED 
ON THE SAME FLIGHTS TO RIYADH. 

44100 - 1 

2. WE SHOULD WELCOME YOUR ADVICE ON ACCOMMODATION. THE PARTY 
WILL NUMBER FOUR OR FIVE, INCLUDING THE CHANCELLOR. THE IMF 
TEAM ARE BOOKED INTO THE INTERCONTINENTAL. IF YOU ARE TO MAKE 
HOTEL BOOKINGS IT WOULD SEEM SENSIBLE TO USE THE SAME ONE. 

PYM 

NNNN 
DISTRIBUTION 
MINIMAL 
ERD 
MED 

COPIES TO:
PS/CHANCELLOR 
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PP RIYADH 
RR JEDDAH 
GRS 134 
UNCLASSIFIED 
FM FCO 231838Z DEC 82 
TO PRIORITY RIYADH 

UNCLASSIFIED 

TELEGRAM NUMBER 76 OF 23 DECEMBER 
INFO ROUTINE UKDEL Il1F/IBRD lr/ASHINGTON, JEDDP.. 

YOUR TEL NO 96 AND JEDDA TEL NO 612 : IMF. 

44252 - 1 

PLEASE PASS FOLLOWING REPLY TO ABA AL KHAIL, MESSAGE BEGINS: 
QUOTE VERY MANY THANKS FOR YOUR KIND MESSAGE OF CONGRATULATIONS 
ON MY ELECTION AS CHAIRMAN OF THE INTERIM COMMITTEE. I GREATLY 
VALUED YOUR EARLY INDICATION OF SUPPORT, AND WHAT YOUR EXECUTIVE 
DIRECTOR SAID IN WASHINGTON. 
2. I WAS DELIGHTED TO HEAR FROM OUR AMBASSADOR THAT YOU WILL BE ABLE 
TO RECEIVE ME AND THE IMF MANAGING DIRECTO~ ON 8 JANUARY FOR 
DISCUSSIONS ON CURRENT IMF ISSUES. I HAVE THOUGHT IT RIGHT THAT MY 
FIRST TASK AS CHAIRMAN SHOULD BE TO HEAR YOUR VIEWS AT FIRST HAND, 
AND I GREATLY LOOK FOR\lARD TO HY VISIT. 
3. BEST l;JISHES, 
GEOFFREY HOWE UNQUOTE 

DISTRIBUTION COPIES TO 
LINITED PPS/CHANCI:;L!.QE ) .. .. 
HD/ERD SIR K COUZENS ) 

HD/~'lED !--1R LIHLER HH TREASURY 
PS MR LAVELLE 
PS/PUS MR BOTTRILL 
HR THOMAS 
IviR EGERTON 

UNCLASSIFIED 
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CONF IDEI\l TIAL 
FM UK DEL IMF /I BRD WASH ING TO N 241 800Z DE C 82 
TO li-~~1E D I ATE F CG 
TELEGf~A\':1 NUi\IBEH 300 OF 24 DEC Ef'ilBER 

l l'lFO JEDDA RIYADH PARIS 

IMF:CHANCELLOR'S VISIT TO SAUD I ARAB IA. 

1. CARTER (PS / MANAG ING DIRE CTOR ) TELEPHONE D ME TODAY TO PASS ON TH E 
GIST OF TELEPHO NE CALLS \4 HICH TH E tm HAD HAD F80fv1 DELORS At!D 

CAtADESSUS ABOUT DELORS' VISIT TO SAUDI ARA BIA. THEY HAD r ~EN TI Ot,lED 

THE F 0 L L 0 1i~ I f·.l G P 0 I 1\l T S : -

(A) THE SAUD IS HAD BEEN VE RY HAPP Y TO RECE IVE AM EXPLANAT ION OF 
HOW IDEAS ON THE BORR OWING ARRANGEMENT HAD EVO LV ED S INCE TO RON TO. 

TiiE Y HAD NOT PRE VIOU SLY UNDERSTOOD HOW TH E US PrOPOSAL HAD EVOLVED 
AND CO ME TO BE PUT IN THE FRAMEWORK OF GAB. 

( i3 ) THERE HAD BEEN A DISCUSSION OF POSS IBLE ~JA Y S t t-l \'JH !CH THE 

SAUDIS MIGHT BE ASS OC IATED. TH EY WERE VERY INTEGES TEC IN PART ICIPA-
TI NG I N THE DEC !S ION-\J\AKING PROCES S, A::D HAD L\L KED l i'l TE Ri,IS OF 
BUi~DEN-SHAR I !·lG GOI NG \'J ITH POViER-SHAP ING . THEY HAD ASKED,\ LOT OF 
QUESTI ONS ABOUT THE S~ I SS ARRAN GE ME ~1T. THE Y WERE ST ILL LOOK ING AT 
POSS IBLE DEGREES OF PAR TICI PA TI ON AND HAD NOT MADE DEC IS ION S, SU T 
ViE S H 0 U U:J 8 E Af\ I N i·:1 I ~·l D T H AT , I NT E R i\ L I A , THE Y \;i E R E AC T I V E L Y 

CONS I DER I NG THE POSS IBILITY THAT THEY MIGH T AS K FOR FULL GAS 

PARTICI PAT IOn . 
( C ) T HE S AU u I S ;.; E i< E L 0 0 K UJ G AT T H E QUE S T I 0 i J 0 F T H C T: -1 I R D S ~; ;:: :1 

TRAflCHE l h f, COO PEeAT IVE \;.i r\Y. THEY \'I QU LD GIVe PF: ! CR !TY TG T I-L~T 

OVER GAG PARTICIPATIO N. 
(D) DE LORS HAD ASKED THE IR ADV ICE ON POSSIBLE KU WAITI PAR TI CIP

ATI ON . THE SAUDIS HAD SA ID TH AT TH IS QUESTI ON SHOU LD BE PU T TO THE 
II I \ 1 1 f. I T ' C r\ i"" ,- {.,. I 



( E) GELG~S WILL ALSO BE REPOR TING TO THE CHA~CE LL OR AND CA MDESSUS 

TO COUZE NS . (. 

2. FCO RES IDENT CLERK. PLEASE PASS THIS TELE GRAM ASAP TO CHANCELLOR 
JF THE EXCHEQUER AND S IR K COU ZENS , TREA SURY. ALSO PASS TO TREASUR Y 
A N D B Af'l K 0 F E N G LA 1-.lD DE S I\ B Y 0 P U I I N G 0 F B U S I i'l E S S 0 t! N E X T \'1 0 R i\ I N C D A Y • 

·- --- -- - ----- -- -·- - - - ------- . 
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CONFIDENTI.AL 

DEC 82 

TELEGRAM NUNBER 301 OF 27 DECEMBER 1982 

IMF: 8TH QUOTA REVIEW- PAYMENT FOR INCREASES IN QUO TAS 

1. ON 22 DECEMBER, THE EXECUTIVE BOARD DISCUSSED EB/CQUOTA/82/14. 
A LARGE NUMBER OF DIRECTORS TOOK THE OPPORTUNITY TO RAISE QUES TI ONS 
OF SUBSTANCE ABOUT THE POSSIBILITY OF NEW SDR ALL OCAT IONS, AND 

THESE ARE REPORTED SEPARATE LY IN MIFT. 

2. ON THE SPECIFIC QUEST IO NS IN THE PAPER CO NCERN ING THE MEA NS OF 
PAYMENT FOR 25% OF THE QUOTA INCREASE , VAN HOUTVE N (SECRETARY) 
IDENTIFIE D THE FOLLO~ING POSITIONS AT THE CLOSE OF THE DISCUS S ION: 
(I) 11 DIRECTORS- US, MYSELF, GERMANY, JA PAN, CANADA, NE THE RLA NDS , 
AUSTRALIA, ICELAND, SAUDI ARA BIA, VENEZUELA AND ARGENTINA
ACCOUNTING FOR APPROXIf'lATELY 6Qif, OF THE VOTING PO~IER, SUPPORTED 
THE· PROP OSA L IN THE LAST . PARAGRAPH ON PAGE 9 OF THE PAPER THAT 
25% OF THE INCREASE IN QUOTAS SHOULD BE ·PA ID IN RESERVE ASSETS, 
EITHER IN THE FOR M OF SDRS OR IN OTHER MEMBER S CUR RENC IE S 
SPECIFIED BY THE FUND. 
(II) 8 DIRECTORS- AUSTRIA, IN-D IA, CHINA, LI BYA, IRA N, INDONES IA, 
NIGER AND GUINEA- ACCOUNTING FOR JUST OVER 25% OF THE VOTI NG 
POWER, TOOK THE VI EW THAT, IN CERTAI N CIRCUMSTANCES, THE 
BOARD SHOULD CONSIDER ALLOWING ME MBERS TO PAY THEIR SUBSCRIPTIONS 
ENTIRELY IN THEIR OWN CURRENCY. THE OWN CURRENCY OPTION WAS THE 
FIRST CHOICE OF ONE DIRECTOR (NIGER ) AND THE SECOND CHOICE OF IND IA, 
CHINA, LIBYA, IRA N, INDONES IA AND GUINEA \>IHO THOUGHT IT SHOULD BE 
INC LU DED IF NO AGREEMENT WAS REACHED ON NEW SDR ALLOCATIO NS 
(SEE MIFT). IT WAS THE THIRD CHOICE OF ONE DIRECTOR (AUST RIA). 

VIE WS OF IND IVI DUAL DIRECTORS 
J. OF THE 11 DIRECTORS MENTIONED IN PARA 2(1) ABOVE, MOST 
SUPPORTED THE SDR/USABLE CU RREN CY OPTION WITH ARGU MENTS DRAWN FROM 
THE STAFF PAPER. DALLARA (U S) SAID THE CONCEPT OF A RESER VE ASSET 
PAYMENT, EMBODYING THE PRINCIPLE THAT FI NAN CIAL RESPONSIBILITIES 
viERE SHARED At~ONG THE t'1Er1BERSH IP AS A \'JHOLE (I:IH ICH HAD BEE N THE 
PRACTICE OF THE FUND SINCE ITS INCEPT IO N) WAS ONE OF THE ESSENTIAL 
ELEMENTS WH IC H MAGE THE FUND A UNIQUE MONETARY INST ITUTIO N. 
AS SUCH, THE FUND HAD 3EEM SUPPORTED BY SUCCESSIVE US ADMINISTRA TI ONS: 

CONFIDENTIAL /IF 
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IF ONE OF T~ESE ELEMENTS, HOWEVER SMALL, WAS ERODED IT COULD BE A 
SER IOU S MISTAKE FOR THE MEMBERSH IP AS A WHOLE. IT WOULD RA ISE FURTHER 
QUEST IONS ON THE PART OF THOSE WHO TH OUGHT THAT THE CHARACTER OF 
THE FUND HAD BEEN CHANG ING IN RECENT YEARS. HIS AUTHOR ITI ES WERE 
WILLI NG TO SEE THE US DOLLAR INC LU DED ON THE LIST OF CURRENCIES 
WH ICH MIGHT BE USED TO MA KE THE RESERVE ASSET SUBSCRIPT ION ON THE 
ASSUMPTION THAT OTHER MEMBERS WO ULD ALSO JOIN THAT LI ST • 

4, I AGREED WITH THE STAFF THAT 25% OF THE QUO TA INCREASE SHOULD 
DE PAID IN RESERVE ASSETS. FROM THE FUND'S STANDPO INT, THE MOS T 
ADVANTAGE WO ULD BE DERIVED FROM A RESERVE ASSET SU BSCR IPT ION PA ID 
ENT IRELY IN SDRS BU T IF THAT REQ UI RED AN EXCESS IVE ROTATI Ot~ OF THE 
EX IST ING STOCK OF SDRS , MEMBERS SHOULD BE GIVEN THE OPT ION OF 
PAYING EIT HER IN SDRS OR IN USABLE CURRENC IE S AS SPEC IF IED BY 
THE FUND (Y OUR TEL NO 246 ). TH E BOARD WOULD HAVE TO EXAM INE MORE 
FULLY THE IMPLICATI ONS FOR THOSE MEMBERS WHOSE CURRENC IES MIGHT 
BE USED. I NOTED THAT IF A COUNTRY WAS SHORT OF RESER VES, A 
RESERVE ASSET PAY MEN T VOULD INCREASE IT S RESERVE T RA~CHE POS ITI ON 
WHICH COULD BE DRAWN ON IF NECESSAR Y, 

5. LASKE ( GERMAN Y) SA ID THE OPTION OF PAY ING IN SDRS OR USABLE 
CURRENCIES WAS THE OPTIMUM SOLUTION. HIRAO (J APAN ) SA ID THE RESERVE 
ASSET SUBSCR IPTI ON SHOULD BE AN INTEGRAL PART OF THE 8TH REVIEW. 
JOYC E (CA NADA ) AND SEI~ I OR (V ENEZUELA ) SA\1 A STRONG CASE, IN 
PR INCIPLE, FOR REQU IRI NG PAY MEN T ENTIRELY IN SDRS BUT 
RE COG NISED THAT HIS COULD CREAT E PRACT ICAL PROBLEMS. THE USA BLE 
CURRENCY OPT ION SHOULD THEREFOR BE INCLUDED. POLAK (NE THERLAN DS ) 
SAID A RESERVE ASSET PAYMENT WO UL D ONL Y CHAN GE THE COM POSITION OF 
A MEMBER'S RESERVES AND WOULD NOT IMPOSE AN UNREASONABLE BURDEN 
ON ANY MEMBER . THE OPTIO N OF PAY ING IN SDRS OR USABLE CURRENC IES 
SHOULD BE ADOPTED BY ACCLAMATION. S IGU RDSSON (I CELAND ) AG REED 
THAT TH IS WAS THE MOS T PRACT ICAL APPROACH 6UT SA ID THI S DID 
NOT DETRACT FROM HIS AUTHORITIES' STRONG SUPPORT FOR ENHANCING THE 
SDR ' S ROLE IN TH E S YSTEi'l , 

6. PROWSE ( AUSTRAL IA) AGREED . THAT THE OPT ION OF SDRS OR USA BLE 
CURRENC IES SHO ULD FORM THE BAS IS OF THE RE LEV ANT PART OF THE 
BOARD 'S REPOR T TO GOVERNORS ON THE BTH QUOT A RE VIE W. HE ALSO ASKED 
WHETHE R IT WOU LD BE POSS IBLE FOR THOSE MEMBERS WHGSE CU RRENC IES 
WERE LIKELY TO BE USED IN PAYMENT BY OTHER ME MBERS TO PAY TH E 
RESERVE ASSET PORTION OF THEI R QUO TA INCREASES IN THE IR OWN 
CURRENCY. ON THI S, WIL LIAMS (DEPU TY TRE ASURER ) AND NICOLET OPOU LOS 
(L EGAL COUNSEL ) EXP LAINED THA T ARTICLE I I I, 3 ( A) SPEC IF ICALLY 
REFERRED TO PAY ME NT IN THE CURRE NCIES OF QUO TE OTHER UNQUOTE 
MEMB ERS . PROWSE ' S SUGGES TI ON WOU LD ANYWAY RUN COUNTER TO THE 
UNIFO RM ITY PR INCIPLE. 2 
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7. NIMATALLAH (SAUD I ARABIA) SA ID THE ISSUE SHOULD. BE SETTLED 
IMMED IAT ELY TO FACILITATE AN EA RLY MEETING OF THE INTER IM 
COMMITTEE. IDEA LLY, 25% OF THE QUOTA INCREASE SHOU LD BE PAID IN 
SDRS WH ICH WOU LD HAVE BEEN EA SIER TO ACHIEVE IF AGREE MENT HAD BEEN 
REACHED TO CONTINUE SDR ALLOCA110 ~ S. THE BOARD SHOULD RE-EXAMINE 
THIS QUESTION SOON. UNTIL IT WAS RESOL VE D, MEMBERS SHOULD BE GIVEN 
THE OPTION OF SDRS OR CU RRENC IE S SPECIFIED BY THE FUN D. 

8. OF THE & DIRECTORS LISTED IN PARAGRAPH 2(11) ABOVE , ALFIDJA 
(NIGER ) EXPRESSED A STRONG PRE FER ENCE FOR ALLO WING ME MB ERS TO PAY 
IN THEIR OWN CURRENCY. HE COULD SUPPORT PAYMENT IN SD RS ONL Y IF 
SUBSTANTIAL NEW ALLOCATIONS WERE AGREED. MA LHOT RA (I ND IA), ZHANG 
(CHI NA ), FINAISH (LI BYA), SA LEHKHOU (I RAN ), HA BIB (I NDOt1ESIA) 
AND SANGARE (GUI NEA ) SA ID PAYMENT IN SDRS WAS THEIR FIRST CHO ICE 
PROVIDED THAT NEW SDR ALL OCAT IONS COULD BE AGREED. IN THE ABSENCE 
OF ALLOCATIONS, THESE DIRECTORS ARGUED THA T THE OWN CURRENC Y 
OP TIO N COULD NOT BE RU LED OUT GIVE N THE PROBLE MS SOME COUNTRIES 
WOU LD HAVE IN ACQUIRING THE NE CE SSAR Y FOREIGN EXCHANGE OF SDRS . 
SALEHKHOU ALSO SUGGESTE D IT MIGH T BE NECESSAR Y TO MAKE 
PROVISION FOR EXTENDING TH E PERIOD PAYMEN T. 

9 . SCH NEIDER (AUSTRIA) ALSO THOUGHT THAT PRIORITY SHOU LD BE 
GIVEN TO NEW SDR ALLOCATIONS BUT SAID THAT, IN THE ABSENCE OF NEW 
ALLOCATI ONS , ALL THREE OPTIONS SHO ULD BE RE TAINED. IF TH EY WERE , 
IT MIGHT BE POSS IBLE TO HAVE AM IMP LICIT OR EXP LI CIT UNDERSTANDING 
THAT MEM BERS WITH SUFFICIENT SDRS AND/OR FORE IGN EXCHANGE 
HOLDINGS WOU LD USE THESE TO FINANCE 25% OF THEI R SU BSCR IPT ION 
PAYMENTS. ON THIS POINT, NICOLETOPOULOS SAID IT MIGHT BE POSSI BLE 
FOR MEMBERS TO REACH INFORMAL UNDERSTAND INGS BETWEEN THEMSELVES. 
TH E GOVERNORS' RES OLUTIO N ON THE BTH RE VI EW COU LD ALSO INC LU DE A 
PROV IS ION UNDER WH IC H THE FUND HOPED , EXPEC TED OR URGED ME MB ERS 
IN A POS ITI ON TO USE RESERVE ASSETS TO DO SO. BU T ANY UNDERSTA NDING 
OF THI S SOR T COULD NOT BE MADE A LE GA L OBLI GA TI ON FOR SO ME ME MB ERS 
AS THIS WOU LD CONTRAVENE THE UNIF ORMITY PRINCIPLE. IF THE 
GOVER NORS DEC IDED TO LET MEMB ERS PA Y IN MEANS OTHER THA N SDRS , 
THAT 0PTI ON OR OPTIONS WOU LD HAVE TO BE OPEN TO ALL MEMBERS. 
WILLIAMS THO UGHT THIS RO UTE SHOULD BE AVO IDE D. AT THE TI ME OF 
THE 6TH REV IEW , A NU MB ER OF MEMB ERS RECE IVING LARGE QUO TA 
INCREASES HAil BEEN URGED TO MAKE THEI R CURRENCIES USA SLE BUT 
VI RTU ALL Y HON E HA D D O ~E SO . THE MANAG ING DIRECTO R LATER DESC RIBED 
THIS ROU TE AS WISHFUL THI NKI NG. 

3 
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10. OF THE TH REE DIREC TORS NOT COVERED IN"PARAGRAPH 2( I) AN D 
(I I) ABOVE, DE t~ AULDE (FRANCE ) SA ID Pi1Yr1ENT SHOU LD 3E t•\ ADE IN SDRS . 
AS THERE WERE NOT ENOUGH SDR S AT PRESENT TO DO THIS, THE OBVIOUS 
SOLUT ION WAS TO CREA TE TH EM . THERE SHOULD THE RE FORE BE A NEW 
ALLOCATION EQUAL TO 25~ OF THE QUOTA INCREASE UNDER THE GTH 
REV IEW. KAFKA ( BRAZ IL) MADE S IMILA R PO INTS . LOVAT O (IT ALY ) GAVE 
ONLY PREL IMINARY VI E~S , NOT ING THAT PAYMENT IN SDRS WO UL D BE 
THE MOST USEFUL SOLUTI ON BUT GOU LD BE IMPR ACTICAL ON ITS OWN. 
THE USA BLE CU RREN CY OPTIO N GOULD RA ISE QUESTIONS ABOUT THE 
WILLI NGNESS OF ME MBERS TO HAVE THEIR CURRE NCIES USED IN QUO TA 
PAY MEN TS. HE WAS PREPARED TO CONS IDER INCLU DING THE OWN 
CUR RENC Y OP TIO N AS IT WOULD BE PO INTLE SS TO REQU IRE A RESERVE 
ASSET PA YMEN T IF MEMBERS WERE LIKELY TO WITH DRAW THE RESERVE TRA~CHE 

POSITIO N THI S CREATED IMMED IAT ELY. 

MANAGING DIREC TOR'S CLOS ING REMARKS 
11, THE MANAG ING DIRECTOR NOTED THE DIVERS ITY OF VIEW S AMOhG 
DIRECTORS. THE BOARD 'S REPORT TO THE INTER IM COMM ITT EE ON THE 
BTH REV IEW WOULD HAVE TO INCLU DE A SECT ION ON THE ME ANS OF 
PAYMENT AS IT WAS PART OF THE DEC IS ION WHICH MtNISTE RS WO UL D 
HAVE TO ADDRESS. THE PREFE RRED CHOICE OF THE STAFF, AND OF MEMB ERS 
WITII SOME 60% OF TH E VOT ING POWER , WAS THAT PAY MENT SHOULD BE 
MADE IN RESERVE ASSETS IH THE FORM OF SDRS OR USA 3LE CURRENC IE S. 
IT COULD NOT BE EXCLU DED THAT THE SDR OPT ION WOULD BE FAC ILI TATED 
BY AN AGREEMENT ON NEW ALLOCATIO NS IN THE COM ING MONTHS • 
PAY MEN T IN USA BLE CURRENC IES WOU LD NOT IMPOSE A BUR DEN ON ANY 
COUNTRY BEC AUS E THE PAYMENT WOU LD LEAD TO AN AUTOMAT IC INCREASE 
IN THAT COUNTR Y'S RESER VE TRANC HE POS IT ION WH ICH GOU LD BE 
DRA WN IN CASE OF NEED . FRO M THE POI NT OF VIE W OF THE FU ND ' S 
LI QUI DITY, AN Y LE AKAGE IN TH E FORM OF IMMED IAT E WIT HDRAW ALS OF 
RESER VE TRANCHE POSITIO NS WAS LIKELY TO BE RELA TIV ELY SMALL. 
DESP I H: THE POSS IBLE LEAK/1GE, THE RESERVE ASSET PAY NE NT \~AS NOT 
A GIMM ICK. IF THE FUND CHANGED IT S ANC IENT RULE OF REQU IRING A 
25% f~ESERVE ASSET PAn1ENT , IT \>/O ULD BE SEEN AS INDULG ING IN 
EAS Y FINA NCI NG. THI S WOU LD DAMAGE THE FU ND ' S IMAGE ON THE 
FI NANC IAL MAR KE TS AND WOU LD MAK E IT MUCH HARDE R FO R THOSE WHO HAD 
TO CONV INCE REL UCTANT SEC TIO NS OF PU BLIC OP INION TO AG REE TO QUOTA 
INCREASES UNDER THE 8TH REVIEW. 

12. MEMBERS SHOULD THEREFORE REFLEC T CLOSELY IN THE COMING 
\'JEEKS ON THE I NCONVEN I ENGE OF THE 0\1N CURRENCY OP T I Ot·i \'i I TH THE A I ~'l 
OF REACH ING A SO LUT ION WH ICH WOU LD BE IN THE INTERESTS OF THE 
FUND AND OF A SPEEDY DEC IS ION ON THE 8TH RE VIE W. THE BOARD COULD 
COME BACK TO THIS QUESTI ON ON 4 J ANUARY WHEN IT DISCUSSE D THE 
REPOR T T0 THE GOVERN ORS ON TH E 8TH RE VI EW . 4 /Til'liNG 
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T I I'll NG CONFIDENTIAL 
13. FOLLOWING THE MANAG ING DIRECTOR'S REMARKS, NIMATALLAH (SAUD I 
ARABIA) ASKED WHETHER THE DECISION ON T~E MEANS OF PAYMEN T COULD 
BE POSTPONED UNTIL AFTER THE FEBRUARY MEE TI NG OF THE INTE RIM 
COi"if··HTTEE. IT COULD PERHAPS BE TAKEtl UP vJHEN THE INTE R 11'·1 

COMMITTEE ME T AAIN IN APRIL AS PLANNED. BUT DA LLARA (U S} SAID IT 
WO UL D BE VERY DIFFICULT IF NOT IMPOSS IBLE FOR HIS AUTHORITIES 

. TO MO VE AHEAD ON TH E S IZE OF THE QUO TA INCREASE WITHOUT A 
DEC ISIO N ON THE MODA LITIES. THE PARLIME~TARY CONSI DERA TIO NS 
WH ICH HAD PROMP TE D HIS AUTHORITIES TO LOOK FOR AN EARLY MEET ING 
OF THE INTE RIM COMMITTEE WERE ALSO RE LEVAN T TO THIS ISSUE . HIS 
AUTHORITIES COULD NOT STAR T THE LEGISLATIVE PROCESS ON THE SIZE OF 
THE QUOTA INCREASE WITHOUT A DEC I~ION ON THE ME ANS OF PAYMENT. 
POLAK (NE THERLAN DS } AGREED. THE BO ARD SHOULD DECIDE NOW THAT PAY
MENT SHOULD BE MADE IN RESERVE ASSETS. THE MANAG ING DIRECTOR SAID 
THIS WAS ALSO HIS PERSONAL VIE\1. THE ~10MENTU I"; OF THE DIFFERENT 
STEPS SHOU LD BE MA INTAI NED . HE WOU LD MUCH PREFER TO SOLVE ALL THE 
ISSUES AT A SINGLE MEETING OF THE INTERI M COMMITTEE. 

VOTI NG MA JORITIES 
14. IN REPLY TO QUESTIONS FROM JOYCE (CANADA}, NIC OLETOPOULOS EXPL
AINED THAT THE DECISION ON THE MEANS OF PAYMENT WAS NORM ALLY INCLUDE D 
IN THE GOVERNORS' RESOLTUION WH ICH DEALT WITH THE S IZ E OF THE QUO TA 
rNCREASE. THIS WAS SENS IBLE AS GO VE RNMEN TS USUALLY wEN T TO 
PARLIAMENTS FOR APPROVAL OF THE QUOTA INCREASE AND TH E MEANS OF PAY
MEN T AT THE SAME TI ME . WHILE THE QUOTA INCR EASE ITSELF REQUIRED AN 
65 PERCENT MA JORITY OF THE GOVE RNORS , A DECISION TO PERMIT ANY MEANS 
OF PAYMENT OTHER THA N SDRS WAS SUBJECT TO A 70 PERCENT MA JORITY OF 
GOVERNORS. IF THAT 70 PERCENT MAJORITY WAS NOT ACHIEVED, OR IF 
THE MEANS OF PAYMENT WAS NOT MEN TIONED IN THE QUOTA RESO LUTION, 
MEMBERS WOULD BE REQU IRED TO PAY 25 PERCENT OF THEIR QUO TA INC REASE 
IN SDRS AS PROVIDED UNDER ARTICLE Ill, J(A}. AT THE 7TH REVIEv( 
THE MEANS OF PAYMENT HAD NO T BEEN MENTIO NED IN THE QUO TA RESO LUTI ON 
AND MEMB ERS HAD AUTO MA TIC ALLY PAID 25 PERCENT OF THEI R QUOTA 
I NCR EASE IN SDRS. 

LIQUIDITY EFFECTS OF DIFFERE NT OPTIONS 
15. ZHANG (CHI NA } DOUB TED WHETHER THE ADVANTAGES OF A RESERV E ASSET 
PAYMENT FOR THE FUND'S LI QUIDITY WERE AS GREAT, COMPARED WITH THE 
OWN CURRE NCY OPTION, AS THE STA FF SUGGESTED IN THEI R PAPER. IN 
REPLY, WILLIAMS SAID THE ADVAN TAGES OF A RESERVE ASSET PAY MENT 
WOULD DEPEND ON WHETHE R OR NOT MEMBER S WOULD IMMED IATE LY WITH DRAW 
THE RESERVE TRANCHE POSITIONS CREATED BY THE RESERVE ASSET 
SUBSCRIPTION. IT WAS EXTREMELY UNLIKELY THAT THE INDUS TRI AL COUNTR-
IES AND THE OIL-EX POR TI NG COU NTRIES, WHICH TOGETHER WOU LD ACCOU NT 

FOR OVER 70 PERCE NT OF THE OVE RA LL QUOTA INCREASE, WOU LD DO SO. THE 
SAME WOULD ALSO HOLD TRUE FOR A NUMBER OF LARGE DEVELOPING COUNTRIES. 
\~H ILE IT ~~AS POSSI BLE THAT A FAIRLY LA I~GE NUfiBER .OF Si,iA LL COUtlTRIESYWHO 
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WHO WOULD HAVE TO BORROW TO F INANCE THEIR RESERVE ASSET SUBSCR IPT-
. IONS, WOULD WITHDRAW THEIR RESERVE TRANCHE POS ITI ONS IMMED IATELY, 

THE ABSOLUTE AMOUNTS INVOLVED WOULD BE SMALL. IF, HOWEVER, THE OWN 
CURRENCY OPTION WAS ALLOWED, IT SHOULD BE RE MEMBERED THAT THE 
CURRENCIES OF ROUGHLY HALF OF THE INDUSTRIAL COUNTRIES WERE NOT AT 
PRESENT INCLUDED IN THE OPERATIONAL BUDGET. THIS ALOME COULD 
MEAN THAT SOMETHING LIKE 25 PERCENT OF THE OVERALL QUOTA INCREASE 
WOULD BE PA ID IN CURRENCIES WH ICH WOULD NOT BE USA BLE BY THE FU ND . 
AT MY REQ UEST, WILLI AMS AGREED TO PRODUCE A SHORT PAPER OU TLI NIHG 
THE PRACT IC AL EFFECTS OF PRESCRIBI NG THE DIFF ERENT ME THODS OF PAY
MENT, BOTH ON THE FU ND 'S LIQUIDITY AND ON INDIV IDUAL MEMB ERS. 

16. IN REP LY TO FURTHER QUEST IONS ON THE TIME IT WOULD TAKE FOR A 
MEMBER TO MAKE ITS RESERVE ASSET PAY MENT AND WITH DRAW THE RESERVE 
TRA NCHE POS ITI ON WH IC H THIS CREATED, WILLI AMS EXPLA INED THAT THE 
WHOLE PROCEDURE WOU LD TAKE SEVEN BUS INESS DAYS. DE MAULDE (FRANCE) 
SAID THIS COULD BE EXPENSIVE IF MEM BERS HAD TO BORROW IN THE 
MARKET TO FINANCE THEIR RESERVE ASSET PAYMENT. POLAK (NETHERLANDS ) 
THOUGHT THE SEVEN DAY PERIOD COULD AND SHOULD BE SHORTENED. WILL IA MS 
DOUBTED WHETHER THE RULES AND REGULAT IONS ALLOWED MUCH ROOM FOR 
MANOEUVRE, BUT THE MANAG ING DIRECTOR AGREED WITH POLAK. THE STAFF 
WOULD EXAMI NE THE SCOPE FOR REDUCING THE SEVEN DAY INTERVAL. IT 
WAS EXTRE MELY IMPORTANT FOR GOVERNORS TO BE CLEAR ON THIS QUES TIO N. 

17. F C 0 PSE ADVANCE TO S IR K COUZENS AND LAVELLE (HMT), GIL CHR IST 
(BAN K OF ENGLAND ) ANG APPLEYARD (ERD).· 

ANSON 

MONETARY 
ERD 

[ADVANCED AS REQUESTED] 
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FM UK DEL li''lF I I BR D vi ASH I ~\GT0i'l 271724Z 
TO IMMEDIA TE FCO 
TELEGRAM NUMBER 302 OF 27 DECEM~ER 1982 

i"iiPT 
IMF: BTH QUOTA REV IEW - SDR ALLOCATIONS 

1. AS REPORTED IN MIPT, A LARGE NUMBER OF DIRECTOR S RA ISED THE 
QUESTION OF NEW SDR ALLOCATIONS AT THE BOARD DISCUSSIO N ON 22 
DECEt1iBEI? Otl HiE i'1 EM:S OF PAYf·IENT FOR INCREi\SES li l CUOT/\S (E B/ 
CQUOTA/82/14). 

2. AT THE CLOSE OF THE DISCUSSIOi~, VAH HOUTVEN (SECRETARY ) St, ID 
14 DIRECTORS HAD SUPPORTED NEW ALLOCATIONS- FRA NCE , CANADA, 
AU S T I A , SA U D I A R A 8 I A , L I BY A , I R AN , II~ D I A , C H I N A , E R A Z I L , 
VE NEZUELA , ARGENTINA, INDO NES IA, NIGER AND GU INE A. MOST DIRECTORS 
IN THI S GROUP, NOTABL Y FRAMCE, HAD RE LATED THEIR SUPPORT FOR A 
NEI~ ALLOCATION DIRECTLY fO THE rJEED TO PAY 25 PER CENT OF THE 
QUOTA SUBSCRIPTION IN RESERVE ASSETS. BUT SEVERAL DIRECTORS, 
NOTABL Y CANADA, SAUDI ARABIA AND LI BYA, HAD MADE THE CASE FOR 
NEW ALLOCATIONS ONTHEIR OWM MER ITS UMDER THE PROVISIONS OF 
AfH I CLE XV I I I • 

VIEWS OF IND IVIDUAL DIRECTORS 
3. DE MAULDE (F RANCE ) SAID THAT SINCE THERE WERE NOT ENOUGH 
SDR'S AT PRESENT FOR 25 PER CENT OF THE QUOTA INCREASE TO BE 
PAID IN SUR 'S, THE OBVIOUS SOLU TI ON WAS TO CREATE THEM. THERE 
SHOULD THEREFORE BE A NEW ALLOCATIO N OF SDR'S EQUAL TO 25 PER 
CENT OF THE QUOTA INCREASE UNDER THE BTH REV IE W. MEW ALLOCAT IONS 
WOULD ALSO BE JUSTIFIED ON MORE GENERAL ECONOMIC GROU ~DS. KAFK A 
(BRAZIL) MADE SIMILAR POINTS. THERE WERE AMPLE GROUNDS FOR NEW 
ALLOCATIONS QU IT E APART FROM TH E REQUIREMENT IN THE ARTICLES 
THAT 25 PER CENT OF THE QUOTA INCREASE SHOULD BE PAID IN SDR 'S. 

4. NIMATALLAH (SAUDI ARABIA) SAID THERE WE RE THR EE CONVINCING 
REASONS FOR NEW ALLOCATIONS ON THEIR OWN MER ITS. F!RST, 
INTER NAT IONAL RESERVES, EXfLUDIMG GOLD, HAD DECLI NED EY OVER 
US DOLLARS 60 BN IN 1981 AND 1952 IN US DOLLAR TERl'iS. SECOND, 
ACCESS TO COMMERCIAL EAMKS, WH ICH HAD PROVIDED THE MA IN SOU~CE 
FOR MEMBERS TO INC REASE THEIR RESERVES BEFORE 1980, WAS NOW 
SEVERELY STRAINED IM MANY CASES. TO THE E X TE ~T THAT COMMERC IAL 
BANKS PROVIDED FINANCE TO REBU IL D MEMB ERS' ~ESERVES , THE BA NKS 
\·JO:.JLD HAVE LESS FUNDS ;\VA ILA 8LE TO HELP fv:U:BE RS F l llANCE THEI R/PAYMENTS 
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PAYMENT S DE FICITS. TH IRD , THE PRESENT COND ITIOHS OF STAGNAT ION 
AND EXCESS CAPAC ITY IN THE WOR LD ECONOM Y AND FALLI NG INTERNAT IONAL 
INTEREST RATES MEA~ T THAT SDR ALL OCAT IONS COULD NO LONGER BE 
REGARDED AS INFLAT IONARY. THE BOARD SHOULD COME BACK TO THIS 
QUESTI ON SOON. 

5. FINAISH (LI BYA), SALEHKHOU (I RAN ), SANG ARE ( GU INEA ), SEN IOR 
(VENEZUELA), PA NDA Y (I NDONES IA) AND MALHOTRA (I ND IA) MADE S IMILAR 
PO INTS. SA LEHKHOU SA ID IT WAS IMPERAT IV E THAT THE FUNDREVIEW 

ITS POLICY OF PROMOT ING THE SDR, A POL ICY WH ICH HE THOUGHT HAD 
BEE~ CLEARLY UNDERS TOO D WHEN NEW ALLOCAT IONS HAD BEEN DEC IDED 
AT THE Tll·iE OF TliE 7TH RE VIE 'ti. t./i ALHOTRA AND PA ND AY PRESSED 
FOR BOARD DISC USSION OF THIS QUEST ION IN EARLY JA NUA RY AND ARGUED 
THAT THE QUESTION OF ALL OCA TIO NS SHOULD BE PRESENTED TO THE INTER if'-1 
COMMITTEE AT ITS NEXT MEETI NG . JOYCE {CANADA ) THOUGHT THE 
QUEST ION OF NEW ALLOCATIO NS SHOULD BE KEPT SEPARATE FROM THE 
MEANS OF ~AY MENT ISSUE. HE AND SCHNE IDE R {AUSTR IA) TH OUGHT 
ALLOCAT IONS SHOULD BE RE-EXAMINED BY THE BOARD IN THE LI GH T 
OF RECENT DE VELOPME NTS IN INTE RNATIO NAL LI QUI DI'f{: . 

6. 0111 THE OTHER SIDE, LASKE (GERI·IANY) SA ID AN SBR ·ALLOCAT ION 
EXPRESSLY DESIGNED TO ALLOW MEMBERS OF PAY THEIR RESERVE ASSET 
SUBSCR IPT ION IN SDR'S WOU LD BE UNACCE PT AB LE TO HIS AUTHOR ITIES. 
IT WOULD NOT BE IN CONFORMITY WITH THE RELEVANT ART ICLES 
MW COULD NOT BE JUSTIFIED ON ECONOM IC GROUNDS. I AGREED: THE 
QUESTION OF NEW ALLOCATI ONS WAS SEPARATE FROM THE ISS UES RELAT ING 
TO THE MEANS OF PAY MENT FOR QUOTA INCREASES COVERE D IN THE STAFF 
PAPER AS RESERVE ASSET SUBSCR I PT IO ~ S WER E NOT A ~ET USE OF 
RESE RVE ASSETS (Y OUR TELNO 248 ) . DALLARA (US) ECHOED TH IS LAST 
PO INT AND SAID HE DID NOT THINK THIS WAS THE TI ME, PLACE OR 
CONTEXT TO DISCUSS SDR ALLOCAT IONS WH ICH SHOULD BE CONS IDERED 
ONLY ON THE IR OW N MERITS ON THE BASIS OF THE PROV ISIONS IN ARTIC LE 
XV I II. HIRAO (J APAN ) SA ID HIS POSIT ION ON NEW ALLOCAT IONS WAS 
ALSO THE SAME AS LASKE'S. 

I MANAG ING DIRECTOR'S CLOS ING RE MARKS 
I 
J 7. IN HIS CLOS ING REt·lARKS Otl THIS QUEST I 01'! , THE f<! ANAG I NG 

DIRECTOR NO TED THAT A LARGE NU MB ER OF DIRECTORS HA D ARGUED THAT 
THE viAS TO FAC ILITATE A RESERVE ASSET PAY ;~ ENT UND ER THE 8TH 
QUOTA RE VIE W WOULD BE TO HAVE A NEW SDR ALLOCATIO N. A NUMBER OF 
THE SE D l i~ ECTORS HAD BE Eil VERY CLEA R THAT THIS '~! AS ~ l OT THE ri AIN 
REASON FOR THEIR VIEW WHIC H WAS BASED ON CO NS IDERAT IONS RE LAT ED 
TO INTERNAT IONAL LIQUID IT Y. 2 / 8. HE 
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B. HE WAS INC LI NED TO TH INK THAT , UNLESS THERE WAS A REP ID CHA NGE 
OF VI EWS , THE BOARD SHO UL D NO T OVER-BURDEN THE INTER IM CO MM ITT EE 
ON WHE THER OR NOT THE INTERN ATI ON AL LI QUIDITY POS ITION J US TI F IED 
A tlEW SDR ALLOCA TI Oi~ . IF THI S ISSUE v/t,S INCLU DED ON TH E AGENDA 
IT WOU LD BE DIFFI CULT TO MAK E RAP ID PROGRESS TOWARDS A SOLUTI ON 
ON THE OT HER ISSUE S REL ATI NG TO QUOTAS AND NEW BORROW ING 
ARRANGEMEN TS. THE QUES TI ON OF NEW ALL OCATI ON S WOULD REMA IN 
PE RM ANEN TLY ON THE BOARD ' S AGEND A BUT HE WOU LD BE VER Y HES IT AN T, 
\'/HEN ADVI SING THE CHA NCE LL OR {AS CH AIR1·1AN OF THE INTER ir:1 COt·H-l iTT EE), 
ABO UT SUGGESTI NG THAT THE QUES TI ON OF NEW ALLOC ATI ONS PER SE 
SHOUL D i.lE DISCUSSE D BY THE INT ER111 CGr1HITT EE AT IT S NEX T ~IE ET !t-1 G . 

9. FOLL OW ING THIS, POLAK SA ID IT MIGH T BE HELPFU L TO SEPARATE 
TH E ALL OCATI ON QUES TI ON FR 01"i THA T OF THE t~EANS OF PAYi··IEtlT IN THE 
BO ARD' S REPOR T ON TH E 8TH REVI EW TO THE INTER IM COM~ I TTEE . THE 
CASE FOR NEvi ALL OC ATI ONS HAD LITTL E TO DO \·l iTH QUOTA PA YI·iEN TS. 
MINISTE RS WHO SUPPOR TED NEW ALL OCAT IONS COU LD EXPRES S THE IR VI EWS 

ON THI S ISSUE IN TH E DISCUSS ION ON THE WOR LD ECO NOMIC OUT LOOK . 
JOYCE (C ANADA ) AGREED 'lJ ITH THE r~At~ AG I NG DIRECT OR TI1 AT TH E 
INTER IM COMM ITT EE SHOU LD NOT BE OVE RB URDENED . HE ALSO AGREED WIT H 
POLAK THAT TH E ALL OCATI ON QU ESTI ON SHOU LD BE KEP T SEP ARA TE FROM 
THAT OF THE ME ANS OF PA YMENT. HE SUGGESTE D THAT THE BOARD ' S 
REPO RT TO TH E INTER IM COMM ITT EE ON THE 8TH REVIE W COU LD REFER 
TO TH E CONCER NS RA ISE D BY DIRE CT ORS ABO UT THE INTER NATI ONA L 
LI QUI DITY S ITUATI ON . THE INTER IM COMMITT EE COULD THEN DIREC T, 
AS PA RT OF ITS DEC IS IONS ON THE QUOT A INCRE ASE AND THE MEA NS 
OF PAY MENT, THAT THE QUE ST ION OF SDR ALL OCATIO N SHO UL D BE CON
SIDERED BY THE BOARD ON AN URG EN T BASIS. THE BOARD COU LD BE ASKED 
TO PRES ENT A SPE CI AL REPORT ON THIS QUES TIO N TO THE NEX T MEE TI NG 
OF TH E INTER IM CO MM ITTEE WHE THE R THI S WAS HELD IN AP RIL OR AT 
THE TI ME OF THE ANNU AL MEETI NGS . 

10 . NIMATALL AH (SA UDI ARAB IA) DOUBTED WHE THER THE TWO QUE STI ONS 
COU LD BE KEP T COMP LETELY SEPARATE. MAL HOTRA {I ND IA) 
ACKNOWLEDGED THA T IT NIGHT NOT BE SENS IBL E FOR TACT ICA L REASONS 
TO BR ING THE ALL OCA TI ON ISSUE TO TH E INTE RIM COMM ITTE E IN 
FEBRUAR Y. HOWEVER , THE ISSUE WAS BOUND TO BE RAI SED BY MINISTERS 
IN THE G24 MEE TI NG AND IN TH E INTER IM COMMITTEE . THE BOARD ' S 
REP ORT TO THE INTER IM CO MM ITTEE ON THE 8TH RE VI EW SHOULD REF LEC T 
THE STRONG FE ELI NG OF DIREC TORS ON TH IS PO INT. 
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11. CC~CLUD I NG TH IS DISCUSS ION , THE MANAGING DIRECTOR SA ID 
THAT THE SUGGEST IONS 3Y POLAK AND, IN PART IC ULA R, BY JOYCE WE RE 
EXTREMELY USEFUL • HE DOUBTED VE RY MU CH WHETHER THE BOARD COULD 
REACH A CO NSENSUS ON NEW ALLOCATIOHS IN THE COMING WEEKS. ALTHOUGH 
THERE HA D BEEN SH IFTS IN THE POS ITIO N OF ONE OR TWO DIRECTORS, 
THE QUOTE BROAD SUPPORT UNQUOTE REQU IRED FOR HIM TO MAKE A 
PROPOSAL WAS LACKI NG. IT WOULD BE EXTREMELY MESSY TO LAU NCH IT 
AS A SUPPLEMENTARY ITEM ON THE INTE RIM CO MM ITT EE AGE ND A. ON THE 
OTHER HAND, HE WOU LD REPORT TO THE CHANCELLOR TH AT THERE WERE 
GROW ING CUNCE~NS IN THE GOARD ABOUT THE DIFFICULTI ES OF THE WOR LD 
ECONOM IC S ITUATION AWD ON THE NEED TO RE-EXAM INE INTE RNA TIONA L 
LIQUIDITY FACTORS ON AN OBJECT IVE BAS IS. THE FUND COULD NOT 
TUR N A BLI ND EYE TO THESE PRO BLE MS. TH E BOARD COULD COME BACK 
TO TH IS QUEST ION ON 4 JA tlUARY WHEN THE DRAFT REPORT TO THE INTERI M 
COMM ITT EE ON THE 8TH REV IEW WOULD BE DISCUSSED. 

12. AFTER THE MEET ING, THE MANAGING DIRECTOR CO MMEN TED TO ME THAT 
IT WOULD BE VERY IMPORTANT TO F IND A WAY OF ENSUR ING THAT THIS 
ISSUE DID NOT DISRUPT THE INTE RIM COMMITTEE. HE HOPED THAT THOS E 
COUTRIES WH ICH DID NOT FAVOU R AN SDR ALL OCATIO N WOULD SER IOULSY 
CONS IDER J OYC~ ' S PROPOSAL, WlliCH WO UL D NOT COMM IT THE M TO AN 
ALLOCAT ION , BUT SEEMED A REASONA BLE COMPROMISE IN THE CIRCUMSTANCES. 

13. FCO PLEASE ADVANCE TO S IR K COUZENS AND LAVELLE (HMT), 
GILCHRIST ( BANK OF ENGLA ND ) AN D APPLEYARD (ERD ) . 

ANSON 

MONETARY 
ERD 

[ADVANCED AS REQUESTED] 
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GC I ~G TO P~OPJSE AN 
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GH 250 CONFIDENTIAL 
COt~F I DENT I1\L 
FM UKDEL IMF/ IBRD WASH ING TON 27172 8Z 

T 0 li''lf·1 ED I ATE F C 0 

TELE GRAM NUMBER 303 OF 27 DECE MB ER 1982 
INF O RIYADH, JEDDA. 

MY TELNO 298 AND TELC OM ANSON/RUTTER 
CHANCELLOR OF THE EX CHE QUER 'S VI SIT TO SAUD I ARA BIA 

1. NIMATALLAH ASKED ME LA ST WEEK WHE THER TH E CHANCELLOR WAS 
GO ING TO PHOPOSE AN AGEtlDA FOR HIS TALK VI I HI ABAL KHA I L. I Si\ I D 
THAT I TH OUGHT THAT THE AGENDA WAS ESSENTIALLY THE WHOLE COM PLEX 
OF ISSUES SURROUND ING THE FORTHCOMING MEE TI NG OF TH E INTE RIM 
COMMITTE E. NIMATA LLA H WAS QU ITE HAPPY WIT H THIS, BUT SAID THAT 
IF THERE WERE AN Y OTHER SPEC IFIC PO INTS, HE WOUL D BE GRATEFU L 
IF I COUL D TELL HIM. COULD YOU PLEASE LET ME KHOW IF THERE ARE 
ANY OTHER POitlTS 1.m 1CH YOU i'II SH t ~ E TO PASS ON , QR IF YOU Yi iSH 

TO OFFER A MORE STRUCTURED AGENDA . 

2. I TOLD N lr1ATE LLAH THAT I \\ AS NO T, OF COURSE, SPEAK lNG FOR 
THE MANAG ING DI RE CTOR, WHO MIGHT HAVE CO NCER NS OF HIS OWN TO 
PURSU E. NIMATALLAH TOOK THIS POINT AND SA ID THAT HE WOU LD SPEAK 
TO THE MD SEPARATELY. THE MD TOLD ME ON DECEMBER 22 THAT HE 
WOU LD BE MENTIO NING TO THE SAUDIS TH AT HE WAN TE D TO TALK ABOUT 
THE THI RD SAMA TRA NCHE . 

]. FCO PLEASE PASS TO MIS S RUTTE R (CH AN CELLOR'S OFF ICE ) AND 
TO COUZE NS AND LAV EL LE (T REA SURY) AND TO GILC HR IST (BANK OF 
ENGLAND). 
ANSON 

LIMITED 
ERD 
MED 

PS 
PS/MR RIFKIND 
PS/PUS 
MR EVANS 
SIR J LEAHY 
MR THOMAS 
MR EGERTON 

[ADVANCED AS REQUESTED] 

COPIES TO 
MISS RUTTER CHANCELLOR~q_QFFICE 

TREASURY 
SIR K COUZENS ) 
MR LAVELLE ) 
MR LITTLER ) H M TREASURY 
MR BOTTRILL ) 
MR GILCHRIST BANK OF ENGLAND 
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FM UK DEL 1r~F / dlBRD vJASHt.WGTON 282300Z DEC 82 

TO di"H,IED·l'ATE FCO 

TELEGRAM NUMBER 305 OF .28 DECEMBER 

>fJ.-JFO JEDDA R<bYADH 

MY TELNO 303 

df'-'lF: CHANCELLOR'S y,hS' IiT- TO SAUD<l 1 ARAB;!;A 

!! ; 
Vi 

1. 1!1 HAD LUNCH v/~HTH Ndt1ATALLAH TODAY FOR A FURTHER EXCHANGE OF 

Vd.,EviS BEFORE THE CHANCELLOR'S V>ISH. 

2. ON THE PROSPECTS FOR AN EARLY .i·NTER,f.f'-1 COMM+ TTEE ~-1EET· I NG , 

~~IMATALLAH SA,l1D THAT Hl •S t·HN,t•STER FAVOURED AN EMiLY ~·1EET• ING d·N 

PR•i;NCWLE ( UNDERLdiNE NEXT 2 i'iORDS) PROV \1DED THAT THE NECESSARY 

PREPARATORY l<i ORK HAD BEEN PROPERLY DONE. ·IN REPOR"HNG ON TH I'S, 

N-I·MATALLAH HAD ff iDEtH•lf"d1ED FOUR i'1MN i\ 'SSUES: Sd•ZE , D:i;STRd;BUH.ON, 

MI:N>H~UM QUOTAS AND GAB. ON Sd ;ZE, ABALKHA·I'L HAD TALKED TO REGAN 

i!t.l GERfv1ANY AFTER THE FRANKFURT G5 MEET:LNG AND HAD GOT THE d.tWRESS·:\:ON 

THAT THE UN' IiTED STATES VJERE N0\1 \•id lUI:I~G TO COME UP ti;NTO THE RANGE 

SDR 90-100 &I~U I~N. PRO~I~ED THAT THERE COULD BE AT LEAST A 50 PER 

CENT -TN CREASE (:fl .E. SDR 91.5 IHlLd.Otn, ~!· t.'1ATALLAH THOUGHT THAT 

Tl+ hS \~ OULD BE ACCEPTABLE. ON D! ,.STR !·BUT,\ ON, HE ENV~ !;SAGED THAT A 

CONSENSUS SHOULD BE SOUGHT d'N THE AREA OF 50/50 EQUd;-PROPORTdONAL 

AND SELECT!NE (BASED ON METHOD 3). 5AUD~ ARABIA WAS PREPARED TO 

JO•I:N •I'N A CONSENSUS ON THESE ui ~NES, ALTHOUGH f\!TS OWN NAT!I ONAL 

,l,NTEREST WAS CLOSER TO THAT OF JAPAN. HE THOUGHT THAT THE JAPA NESE 

WOULD BE PREPARED TO MOVE FROM THE!~ PRESENT PO~I~· ION, BUT HE 

AGREED THAT THE COi'1t'1UNrhQL!E \'iO\JLD HAVE TO BE SENS,IT>i'VELY WORDED 

·~ F THOSE COUNTRIES NO\v AT THE ENDS OF THE SPECTRU~,l WERE TO BE 

PREPARED TO COtiE TOvi.I\RDS THE ,'1 1-,DDLE. ON ~~t •i 'N• ! M U i"\ QUOTAS HE Dd-D NOT 

EXPRESS ~~IUCH f\ ;NTEREST. 

J. TH•I'S LEFT THE GAB. N1 l ~<\ ATALLAH ASKED WHETHER TH-LS NEEDED TO BE 

PART OF THE PACKAGE TO BE DEC.f;DED BY THE ,!,NTER:I.i'i C0f"1~i; HTTE E dN 

FEBRUARY. ON SOt~jE PO HITS , E.G. THE VIAY ;tN YIH•LCH PARALLEL CONTRti ,B

UTORS WOULD BE ASSOC!~TED, THE G10 ~~~ NOT YET SEEM TO HAVE REACHED 

AGR EE~·1ENT Ar10NG THEMSELVES. THE SAUD>I1S \~ERE STUDY-ING THE \•/HOLE 

fv1ATTER \>!liTH GREAT ;!,NTEREST. ONE OF THE TH,l ·NGS THEY viOULD \~ANT TO 

KNOW WAS WHETHER A Th~S~!~C~~ON COULD BE MADE BETWEEN THE G10 A~D 

~1EET\I ·N GS OF CONTR<! .BUTORS TO THE NEvi ARRANGEHENTS. ' If SO, AND , l.f" 

•lrr COULD BE UNDERSTOOD THAT THERE WOULD BE APPROP~I~TE ARRANGEMENTS 

FOR CONSULTA~!DN AMONG THE CONTR - ! ~ UTORS> THE DETkllS OF PARALLEL 

CONTRlillUn!ONS COULD PERHAPS BE LEFT U N~I L LATER • HE D l~ NOT 

TH l>N K THAT A DEC,l ·S I.QN O~l AN 1\CTUAL SAUD! ' CONTfHBUTdOt~ COULD BE ~iADE 

. lt>l T l~'lt FOR THE FEBRUA RY 11EET!NG . THE t1 /I.TT ER viOULD HAVE TO BE 

CON S iDE RED CAREFULLY AIJD RE FE RRED TO THE SA UD! ' COUNC;!L OF t·h l N i.STEHS •/IF 
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•:f A. SAUD:!: COiHR•IiiliJTl ·ON vi AS AN ESSENT•iAL PART OF THE PACKAGE, •l>T 

WOULD THUS BE BETTER TO WkiJ UNTIL AP~IL. BUT HE n:n NOT SEE WHY 

THE G10 ELE~1ENT I·N THE PACKAGE COULD NOT BE DECd·DED :l:N FEBRUARY 1 

\~ !TH HIE DOOR LEFT OPEN FOR OTHER CONTR<i ·BUTO~?S TO COfviE ti:N L·ATER. 

4. :J• cm~~'IEtHED THAT i\ :.F THE G10 HAD PRODUCED A ~·lOR E DETMt.ED 

PLAN f,T tHGHT HAVE BEEN CR:I\T•i{>iSED FOR OFFER•i4lG A CUT AND DRd:ED 

PROPOSAL W I~HOUT CONSUL~~NG OTHERS. WE HAD WANTED TO GET REAC~hONS 

AT THi 'S STAGE FR0~1 THE EXECUT~INE BOARD AND OTHER GOVERN~1ENTS. 

i h THOUGHT THAT THE US ADI"1l :N 16TRATI\ON AND PERHAPS SOt•'iE OTH ER 

GlO GOVERNMENTS MIGHT WANT TO BE ABLE TO TELL TH~I~ PAR~I~MENTS 

THAT CONT~IffiU~IONS UNDER THE NEW GAB ARRANGEMENTS WOULD BE MORE 

BROADLY BASED. BUT THESE WERE POI~TS W~I~H WOU LD NO DOUBT BE 

D! ·SCU SSED d•N THE TAL-KS H~ R.JNADH. 

5. d- ALSO SUGGESTED THAT !:F A t•iEET•lNG \:lAS TO BE HELD lJ N FEBRUARY 

1! 1T \>i OULD BE NECESSARY FOR tlniBERS OF THE COf·i~·WrTEE TO BE PREPARED 

TO SHO~I FLEX· ~ JHL, ITY. q,T ViOULD BE UNFORTUN ATE <If THE G24, FOLLOvi.J ,NG 

THSI~ USUAL CUSTOM, WERE TO ATTACH THEMSELVES ~~MLY TO SPEOlBIC 

PO- I~HS >liN A PUBLri \C C0~1~1 U N- I QUE JUST BEF ORE THE NEGOT·I!ATI\:ONS STARTED. 

N · I~ATALLAH Sk~D THAT HE WAS NOT SURE WHETHER A G24 MEE~i~G WOULD BE 

HELD, PART·I ~CULARLY dF THERE \>JERE NO DE'JELOPFIENT C0~1~L!!TTE E H,;N 

FEBRUARY. HE SUGGESTED THAT ' I•T ~ti!GHT BE EAS>l£ R TO LEAVE A G24 

fvlEET• ! 1'~G UtJTilt APRdL •IF TH ERE v/ERE A FURTHER MHER,W: CO ivl l"';!tTTEE 

~1EET• H'~lG THEN, POSS>HBL Y TO Dd<SCUSS THE \vORLD UI{)Ud•Dd;TY 1I<SSUE, \•iH-J{;H 

HE FELT ANYVIAY WOULD NEED TO BE ADDRESSED. ;I • SA•W THAT WE HAD 

IlE E~l TH·HNK.frNG '• J!N TERMS OF ADVANCH':NG THE MEET·l;NG FROM APR•IL TO 

FEBRUARY. fif" THERE \-/ERE STI!:LL A POSS l!B\I LihTY OF A SE CO ND t·1EETt\ >NG , Lf~ 

APR.Jt, THd;$ r•t!;GHT \•/EAKEN THE MO~lENTU~-~ NECESSARY TO REACH F' I!Rt~ 

CONCLU~IONS AT THE FEBRUARY MEE~I~G. 

6. FCO PLEASE ADVANCE TO PP S CH ANCE LLOR OF THE EXCHEQUER, COUZE NS, 

L' i•TTLER AND LAVELLE (TRE ASUR Y) AND G-ILC HR-l 'ST ( BANK OF ENGLAND). 

ANSON 

LIMITED 
ERD 
.MED 
PS 
PS/.MR HURD 
PS/.MR RIFKIND 
PS/PUS 

[ADVANCED AS REQUESTED] 

.MR EVANS 
SIR J LEAHY 
.MR EGERTON 
.MR THOMAS 

COPIES TO 
.MISS RUTTER 

SIR K COUZENS 
.MR LAVELLE 
.MR LITTLER 
.MR BOTTRILL 

CHANCELLOR'S OFFICE 
TREASURY 

~ TREASURY 
) 

.MR GILCHRIST BANK OF ENGLAND 

_P~P:,.::S'2./.:::-C~HAN:2:!.!:C~E~LLO~R~O~F_T::.::HE=:....-=E=XC:.:HE=.:::Q:..:.UE=R::__.-
2 
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RESTRICTED 
GRS 75 
RESTRICT ED 
FRO M RIYADH 260524Z DEC 82 
TO IMMED IATE FCO 
TELE GR AM NUMB ER 101 OF 28 DECEMBER 
AND TO IMM ED IATE J EDDA 

'\1,;_ V\4> L ~ S l. 
YO UR 1-};-9-> 4% TO J EDDA : VISIT OF THE CHAt-lCELLOR OF THE 

EXCHEQUER . 

1. ACCOf-1 0Dfo~ T ION FOR THE CHA NCELLO R OF TH~ EXCHE QUE R AND PA RTY 

BOOKED AT INTERCONTINENTAL, FOR WHICH MINISTRY OF FI NAH CE WILL 
PM. 
2. MINIST RY OF FINANCE HAVE ASKED US TO CONF IRM THAT VISIT WILL 
BE CONFI NED TO I MF BUSINESS AND THAT THE CHA NCELLO R WIL L NO T 
(NOT) WISH TO SEE SAUDI MINISTE RS OTHER THAN ABA AL KHA IL 
AND QURA ISH I. WE HAVE DONE SO . 

r~ U I R 

LIMITED 
MED 
N&"lAD 
POD 
ERD 
PS 
PS/MR HURD 
PS/PUS 
SIR J LEAHY 
MR EGERTON 
MR THOMAS 

COPIES TO 
PS/CHANCELLOR OF EXCHEQUER 

RESTRICTED 



/ " 
{ 



GRS 700 

CO N Ft ~<DENT I•AL 

DESKBY 290900Z 

CONFIDENTIAL 

Fl-1 UK DEL 1>-MF /HBRD \'JASH;. l t~GTON 282300Z DEC 82 

TO >l:fii,1EDHTE FCO 

TELEGRAM NUMBER 305 OF 28 DECEMBER 

'IJ.~FO JEDDA RdNADH 

MY TELNO 303 

dlvlF: CHANCELLOR'S V+JS"' tT TO SAUD;!: ARAB;!;A 

1. •ll HAD LUNCH vrHTH ~HMATALLAH TODAY FOR A FURTHER EXCHANGE OF 

Vrl£\>iS BEFORE THE CHANCELLOR'S VdSH. 

2. ON THE PROSPECTS FOR AN EARLY ·i-NTER·H·i CmWi·TTEE ~IEET· iliG 1 

~~1 1"\ATALLAH SA<I1D THAT Hd,S t·1,!N,\·STER FAVOURED AN EARLY ~1EET• I ·NG ,i.tl 

PR·i,tKW LE ( UNDERL<I,NE NEXT 2 WORDS ) PROVi•DED THAT THE NECESSARY 

PREPARATORY i'iORK HAD BEEN PROPERLY DONE. 'i.N REPORTHlG ON TH i•S 1 

N~ ! ·~i ATALLAH HAD :HDENNf i'ED FOUR i'11\il N ··PSSUES: SHE 1 D:i.STR>I•BUH·ON 1 

MhN· I~1UM QUOTAS AND GAB. ON Sd,ZE 1 ABALKHA:lL HAD TALKED TO REGAN 

!l<N GEHt~ANY AFTER THE FRANKFURT G5 ~iEETd 1NG AND HAD GOT THE lH1PRESS·hON 

THAT THE UNI!<TED STATES \'JERE NOVi W• I>LUIJ~G TO COME UP <J eNTO THE RANGE 

SDR 90-100 BKLPON. PROVil •DED THAT THERE COULD BE AT LEAST A 50 PER 

CENT I-NCREASE (cH.E. SDR 91.5 Bl:lbiON ) 1 N;!•'4ATALLAH THOUGHT THAT 

T!-HS '1-IOULD BE ACCEPTABLE. ON D !JSTR l·BUT•-IDN 1 HE ENV!l !Sr\GED THAT A 

CONSENSUS SHOULD BE SOUGHT fi•N THE AREA OF 50/50 EQU>IJ-PROPORTl.VNAL 

AND SELECT<!NE (BASED ON METHOD 3). SAUDi!' ARAThi·•A viAS PREPARED TO 

JOdiN ;liN A CONSENSUS ON THESE L<i4'!ES 1 ALTHOUGH i \•TS OWN NAT;IONAL 

• I~TEREST WAS CLOSER TO THAT OF JAPAN. HE THOUGHT THAT THE JAP ANESE 

\'JOULD BE PREPARED TO ~WVE FROM THEhR PRESHIT POSI1TIDN 1 BUT HE 

AGREED THAT THE COMMU ~I~UE WOULD HAVE TO BE SEN&l~. !~ELY WORDED 

.tF THOSE COUNT~IES NOW AT THE ENDS OF THE SPECTRUM WERE TO BE 

PR EPARED TO COME TOWARDS THE ~lillDLE. ON ~i#I~UM QUOTAS HE ThiD NOT 

EXPRESS ~1U CH d:NTEREST. 

J. T~bS LEFT THE GAB. ~ I MATALLAH ASKED WHE THER T~IS NEEDED TO BE 

PART OF THE PACKAGE TO BE DEC.f!DED BY THE d-NTER•f.i'-1 COMito-HTTEE , j .. N 

FEBRUARY. ON SQtljE POI>NTS 1 E.G. THE WAY riN vi~HCH PARALLEL CONTR•l,B

UTORS i<JO ULD BE ASSOCd!ATED 1 THE G10 D·!·1D NOT YET SEEi'1 TO HA'oiE REACHED 

AGR EEf~ENT Ar~ONG THEt~SELVES. THE SAUD,\lS WERE STUDY-lNG THE vJHO LE 

~1ATTER \•i'liTH GREAT ;J ,NTEREST. ONE OF THE TH-I ·NGS THEY vJOULD viANT TO 

KNOW WAS WHETHER A Th~Sni~C~iON COULD BE MADE BETWEEN THE GlO AND 

~1EET>!N GS OF CONTR+BUTORS TO THE NE 'I'i ARRANGE r-1EtHS. 'I f SO , AND :1-F 

' ' ~COULD BE UNDERSTOOD THAT THERE WOULD BE APPROPRIATE ARRANGEMENTS 

FOR CONSULTA~I~N AMONG THE CO HT~!~UTORS 1 THE DETkllS OF PARALLEL 

CONTRiillUPIONS COULD PERHAPS BE LEFT UNnlL LATER • HE D!~ NOT 

TH H~K THAT A DEC•i·S 1.m1 ON AN ACTUAL SA UD I• CONTR·!-BUTd OtJ COULD BE ~1ADE 

.i N T 1~1E FOR THE FEBRUARY tiEET! NG, THE rli\TTER viOULD HAVE TO BE 

C01JSIDERED CAREFULLY AND REFERRED TO THE SAUDI ' GOU NC.1L OF t•i,I NiSTERS./IF 

CONFIDENTIAL 



CONFIDENTIAL 
•i ·F fl SI',UD•L GOiHRd ~IlUT+ON \•!A S AN ESSENTt\ ,Al PART OF THE PACKAGE, :lT 

WOULD THUS BE BETTER TO WkiJ UN~I~ AP~lL. BUT HE DID NOT SEE WHY 

THE GlO ELE ~1~NT ·I·N THE PACKAGE COULD NOT BE DEG,!{JED '-l•N FEBRUARY, 

W LTH THE DOOR LEFT OPEN FOR OTHER CONTR:I ·BUTORS TO CO~ljE Fj;N L·ATER, 

4, =I· COM~'JENTED THAT >I F THE GlO HAD PRODUCED A MORE DETA·ILED 

PLAt~ !T tHGHT HAVE BEEN CR·I!TI£:·l:SED FOR OFFER+riG A CUT AND DR>itD 

PROPOSAL WI~HOUT CONSUL~~NG OTHERS. WE HAD WANTED TO GET REAC~IDNS 

AT T~l6 STAGE FROM THE EXECUTl~E BOARD AND OTHER GOVERNMENTS, 

11: THOUGHT THAT THE US A Dill\ !:NhSTRAT1ION AND PERHAPS SOME OTHER 

GlO GOVER~niENTS M•!GHT \IIANT TO BE ABLE TO ~ELL THE·!-R PARU!,AHENTS 

THAT CO NT~IiliU~IONS UNDER THE NEW GAB ARRANGEMENTS WO ULD BE MORE 

BROADLY BASED. BUT THESE WERE P~i~ TS WHICH WOULD NO DOUBT BE 

DISCUSSED d•N THE TAL-KS hN R·llYADH. 

5. ·,J. ALSO SUGGESTED THAT ·lf A t'1EETI! •NG VIAS TO BE HELD •IN FEBRUARY 

>I T WOULD BE NECESSARY FOR t1Ef'4BERS OF THE COI··i ~·~ITTEE TO BE PREPARED 

TO SHO\~ FLEN:B i;LI\ TY. H•T \'iOULD BE UNFORTUNATE t!F THE G24, FOLLO\Ii i'NG 

THE, !~~ USUAL CUSTm", \>JERE TO ATTACH THHlSELVES F• lfl~1LY TO SPEC•If+C 

PO•HN TS +N A PUBLd~ COM~1 UN'I-QUE JU ST BEFORE THE NEGOT' i •ATI!;QNS STARTED. 

~iMATALLAH S~lill THAT HE WAS NOT SURE WHETHER A G24 MEETII~G WOULD BE 

HELD, PART•hCULARLY 1i'F THERE \>JERE NO DEVELOPI'·\ENT COi'Wd ;TTEE H-N 

FEBRUARY. HE SUGGESTED THAT ·i•T t'-'f l 'GHT BE EASH,ER TO LEAVE A G24 

MEETH~G UNTilt APR\l:l •if' THERE vJE:R E A FURTHER <HHERd;M COI.,M;i-TTEE 

HEET!-NG THEN, POSSII<BLY TO Dd.SCUSS THE 1:./0RLD Ul{llJdiD<LTY >!iS SUE, \>iH,I·.CH 

HE FELT ANYI:iAY WOULD NEED TO BE ADDRESSED. d' SA•i·D TH.A.T WE HAD 

BEEN TH ! •NK H~G ; j:N TERMS OF ~,DVANCc \':NG THE HEETI'NG FRm1 APR• lA., TO 

FEBRUARY. Hf" THERE \\1ERE ST<IiLL A POSS•I!BdLhTY OF A SECOND ~·lEETl\ ;NG I!J~ 

APR-it, THd:S !"l~ hGHT v/E AKEN THE i'110MENTU~\ NECESSARY TO REACH Fr i!Rt~ 

CONCLUSI~NS AT THE FEBRUARY MEE~!~G. 

6. FCO PLEASE ADVANCE TO PPS CHANCELLOR OF THE EXCHEQUER, COUZENS, 

L•iT TLER AND U1VELLE (TREASURY) AND G'iLCHRi:ST ( BANK OF ENGLAND). 

ANSON 

LIMITED 
ERD 
MED 
PS 
PS/!1R HURD 
PS/MR RIFKIND 
PS/PUS 

[ADVANCED AS REQUESTED] 

MR EVANS 
SIR J LEAHY 
MR EGERTON 
MR THOMAS 

COPIES TO 
MISS RUTTER 

SIR K COUZENS 
MR LAVELLE 
MR LITTLER 
MR BOTTRILL 

CHANCELLOR'S OFFICE 
TREASURY 

~ TREASURY , 
) 

MR GILCHRIST BANK OF ENGLAND 
PPS/CHANCELLOR OF THE EXCHEQu~R 
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AND TO IMM EUIATE JED DA 

VIS IT OF TH[ CH!di CELLOR OF THE 

EXCHE -OUEH . 

FOP UHICH F ! NtSTPV Of FHJPtCE \'.JI LL 

PAY .. ---
Z. Vt NISTRY OF FtNANCE HAVE ASKED US TO CONF I?h THAT VIS IT ~lll 

SEE SAUD I h l h l STERS 
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00 FCO 

00 .U DE L tMf /I BRD WASH INGTON 

RR R ~Y ADH (ACltO NED ) 

GRS 65 
RESTRtCTED 
FM JEDDA 281105Z UEC 2 
TO IMMED IATE FCO 
TEL NO 627 OF 28 DEC 

AND TO lt4t~ED l ATE UKDEL t ~1f /t BRD 'JAS!-\ t ;H~ TON 

lNFO ROUTl NE 1LO RIY ADH 

VISIT OF THE CHANCE LLOR OF THE EXCHEQUER 

p s 1 th{lA u_[( If{. 

-rcr 

1. THE MINIST Y Of F INANCE HAVE ASKED US FOR A FUL L1ST OF 
THOSE tN IR G HOE ' S PART Y. ALTHOUGH WE I~ CRSTAND THAT THE !Mf 
ARE TAK I NG THE L£AD ft~ hA i'HJG ARRA GEMENTS FOR THE VI SIT, IT I S I N 

OUR I NTERESTS 19 .B:E' AS HELPFUL AS \IE r AN . V.~E SHOULD BE \,OST RATE-

FUL, T HEREFORE~ FOR AS MA~ Y DETA ILS A~ YOU HAVE . 

CRA t C 
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MISS 

SAUDI AR!:BIA: WASHINGTON TEL NO 303 

FROM: R G LAVELLE 

DATE: 29 December 1982 

cc: Sir K Couzens 
Mr Littler 
Mr Bottrill o/r 
Mr Atkinson 
Mr Hall 

Mr Anson reports that the Saudi Arabian Executive Director has 
asked if the Chancellor wished to propose an agenda for his talks 
with Abalkhail. Mr Anson's off the cuff response was that the 
agenda would be 'essentially the whole complex of issues 
surrounding the forthcoming meeting of the Interim Committee'. 
The Saudis seem happy not to have anything more structured. 

2. There seems much to be said for leaving matters on this 
basis. 

3. Although we now have a reasonably good idea of the lie of the 
land, further developments in the Executive Board are possible 
which might then have a bearing on the ranking of topics for 
discussion. We have still to hear from M Delors about the outcome 
of his talks in Riyadh. The tactical handling of the Chancellor's 
discussions can perhaps best be left for consideration in detail 
with the Managing Director on the 'plane. 

4. Beyond these points, there may also be issues best left 
somewhat less than precise at the conclusion of the discussions. 
The precise arrangements for Saudi association with the enlarged 
GAB is one such issue. The Saudis appear in the Board to have 
favoured an SDR allocation. This could be another. The more 
structured an agenda, the higher profile for the meeting and the 
greater the likelihood of unwelcome forms of press speculation. 

5. If the Chancellor agrees we will react to Mr Anson's telegram 
accorcl:i:ngly. 

R G LAVELLE 
CONFIDENTIAL 





Z.60 SECRET 

MR LAVELLE 

FROM: JILL RUTTER 

DATE: Z9 December 1982 

cc Sir K Couzens 
Mr Littler 
Mr Bottrill 
Mr Atkinson 
Mr Sheridan 

INTERIM COMMITTEE/SAUDI ARABIA: WASHINGTON TEL NO Z98 

The Chancellor was grateful for your note of 2.3 December. 

2.. The Chancellor has commented that he will need to have the issues set out in much 

greater detail soon: especially on the question raised in paragraph 4 and 5 of telegram 

number 2.94 from Washington - on the method of mitigation. 

3 . The Chancellor wondered if it will be possible for you to prepare a paper - with .tire

tables and documents - that could be used for a teach--in next week. It would be useful if we 

could have this for the Chancellor's weekend box. 

JILL RUTTER 
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UNCLASSIFIED 

MISS RUTTER (CHANCELLOR'S OFFICE) 

CHANCELLOR'S VISIT TO SAUDI ARABIA 

From E A Yeo 

29 December '1982 

cc Sir Kenneth Couzens 
r1r R G Lavelle 

The attached telegram was dictated to me (as Duty Officer) at home 
late on the evening of Monday 27 December. 

2. As I was unable to contact you on the telephone yesterday 
morning (Tuesday)., I read it to Mr Springthorpe and we decided (in 
accordance with the advice of the FCO Resident Clerk) that action 
could be left until today, Wednesday. 

3. I expect a copy is already with you but I attach the text give~ 
me. Would you please be so good(if it is necessary) to pass a copy 
to Mr Gilch1' t' st. 

~~· 
E A YEO 
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UK Delegation, Washington to FCO 
~y Tel No 298 and telephone convers ation between Mr Ans on and 

Miss Rutter re Chancell or of the Exchequer ' s vi s it to Saudi 

Arabia. 

1 . Nimatollah asked me last week whether the Chancellor was going to 

propose an agenda for his t alk with Abalkail. I said that I thought 

the agenda was essentially the whole complex of i ssues surrounding 

the forthcoming me eting of the Interim Committee. Nimatollah was 
quite happy with this but said that if there were any other specific 

points, he would be gr at eful if I could tell him. Could you please 

let me know if there are any other po ints which you wish me to pass 

on, or if you wish to offer a more s tructured agenda? 

2. I told Nimatollah that I was not, of course, speaking for the 
J.Vlanaging Director who might have concerns of his own to pursue. 

Nimatollah took t his point and said that he would speak to the 

Managing Director separately. The Managing Director told me on 22nd 

De cember that he would be mentioning to the Saudis that he wanted 
to talk about the third Sarna tranche. 

3. Please pass to J.Vliss Rutter, Couzens, Lavelle and Mr Gi lchrist, 
Bank of England. 

1 
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GR 2J_GO 
CONF I DE iH I i-\ l 

DE.SKBY JCJO}OOZ 

COi\lfiDENT§At 

Fi''i UKDEL l!"iF/I Bfli) \'IASH i rJGTQr.: C:92230Z DEC 82 

TO i i1i\~ EDIATE FCO 

TELEGPI\i-i l\!U f>1BEi~ 307 OF 29 DECE Vil:lER 

HY TEL NO 293 

I MF~ PROSPECTS FOR INTER IM COMMITTEE 

v.~ 

1. You i'1AY Ll KE AT TH 1 s ST!\GE TO HAVE ~w OVIN corvH,\ENTs TO suPPLEr1ENT j ' ~ 
Tt-iOSE GIVEN BY THE iAAtlAGING DIRECTOR IN i'iY TUR. THE FOLLO V/ ING VIE\~ -v L...-Lnt... • 
REFLECT MY CONVERSATIONS WIT H A REPRESENTAT IV E SAMPLE OF EXECUT IVE ·-~-- ~ 
DIRECTORS HERE OVER THE LAST FEW DAYS, RECORDS OF WH ICH WI LL ALSO BE 
COPIED TO LAVELLE (T REASURY) AND GIL CHR IST ( BANK OF ENGLAND ) IN 
THUH SDA Y'S BAG . 

2. IT IS NvV.J \<J IDE LY t\SSU1,1ED HERE THAT AN EARLY I ~HER 1 i'1 C0i'lr~ ITT EE 

MEE TI NG UILL TAKE PLACE. TH IS IS INEV ITABLE GIVE N THE NU MBER OF T IMES 
THE MD HAS HAD TO REFER TO IT IN JUSTIFYI NG THE TIMETABLE FOR 

BOARD WORK. EXPECTAT IONS FOR AN EAR LY MEET ING , AMONG THE MEMB ER SH IP 
AND IN THE PRESS, HAVE NOW BU ILT UP TO THE POINT WHERE A DEC ISION 
NOT TO HOLD IT COULD BE INTERP RETED AS A LOSS OF MOMENT UM AND A 

WEAKEN ING IN THE COMM ITMENT TO EQU IP THE .F UND TO DEA L WITH CUR RENT 
PROBLEMS. WE HAVE ALSO REACHED A POI NT WHERE ( APART FROM THE SAUD I 
TALKS) IT WILL NOT BE POSS IBLE TO REACH MU CH GREATER PREC ISION ON 
THE TESTS OF SUCCESS THA N IN PARA 1( I) OF MY TU R. SOME UNCERTA INTY 
IS BOUND TO REMA IN UNTIL THE MEET ING ITSELF TAKES PLACE , AND MOST 
ISSUES WILL AN YWAY BE NO EAS IER IN APRIL THAN IN FEBRUARY. 

3. THE DEBATE TE NDS TO BE OVERS IMPLIFIED AS BE ING BE TWEEN THE UN IT ED 
STATES ON THE ONE SIDE AND THE NON-O IL LDCS ON THE OTHER. THE LI NE-UP 
OF NA TI ONAL PREFERENCES IS NO T, HOVIEVER, THE SA11iE ON ALL ISSUES. ON 

THE S I ZE OF Hit: QUO TA I f.ICREASE , THE SPECTRUi1 DOES INDEED i\UN FROf.·i 
THE UN IT ED STATES TO THE ~ON-O IL LDC S , WIT H ~OS T I NDU~TR I AL COUNTRIES 
NC:Ai<ER TO THE LDCS MiD A FE\1, l i'lCLUD i i~G OURSELVES , ATTEr1PT ING TO 

- BRIDGE TriE GAP. ON DISTR IBUT ION, ON THE OTHER HA1'lD , THE SPECTRU\'1 RUNS 
FROM JAPA N TO THE NON-O IL LDCS WITH A LARGEn GROUP IN THE MIDDLE , 
INC LUDIN G OURSELVES AND THE UN IT ED STATES. 

4. IT i\A Y 1<0'\•i THEilEFORE BE ~10ixE F'ROF ITI\BLE TO Hl\E A SYNOPT IC VIE\·J 
AND CONS IDER WHA T OVERALL APPROACH WOU LD BE MOST LIKELY TO PRODUCE A 
SUCCESSFU L MEET ING, ASSUM ING IT IS HELD. THI S WILL REQU IRE COMPROM IS
ES BY SOME ON SUBSTA NCE , A~D THE INC LU S ION OF WORD ING IN THE 
COMMUNIQUE TO MAKE PART ICULAR ASPECTS MORE PALATABLE TO VAR IOUS 
C 0 U toT R I E :3 • F 0 i\ T H I S P U i'l F' 0 S E , THE I S SUE S CAN 8 E S P L I T I NT 0 T VI 0 

B~OAD CROUPS: RESOURCES (I NC LU DING S IZE , BORROW ING ARRANGE~ENTS , 

MOCAL ITil S OF PAY MENT , AND S~R ALLOCATIONS): A~[) SHARES (INCLUDI NG 
. D I S T R I BU TI O~ OF QUOTAS , ACCESS LI MIT S , MININU M QUOTAS AND BAS IC 

VOTES). coNrr:roE ti\~Ttt\t AE.SOI.'P..C.E.~ 



ilCSOUi'I CES 
S. Of'i THE S IZE OF THE 0UOTA l t;CREASE , IT HA S P. EE N 1\ 0TICED HERE THAT 
SECRETA RY REGAN , GIVING EV IDE NCE TO CONGRESS LAST WEEK, IS REPORTED 
TO HAVE TAL KED /,BOUT Mi INCREASE IN THE FUND OF DLRS 4Cl BILLI OtJ, 
WH ICH WOU LD EQUATE TO A TOTA L FU ND ~ELL UP IN THE RANGE OF SDR 90-100 
b iLL ION. WE NEED TO KEEP UP THE PRESSURE ON THE UN IT ED SATES TO 

r···iA if.iH ii l AT LEAST THIS DEGREE OF FLEXI BILI TY. IT IS l ~i PORTANT TOO 
THAT THE UIJ IT ED STATES SHOULD rft AI\E QUITE CLEAR viHEN THEY HAVE REACHED 
THEIR FINAL POS ITI ON: THE IR TACTIC OF EDGING UP IN LITTLE STEPS HAS 
NOT BEEN HELPFUL. THE. AFRICANS NO\•i SEEri TO RECOGNISE THAT IT IS NOT 

PRACTICAL POLIT ICS TO GET MORE THAN SDR 100 BILL ION. PROV IDED WE CAN 
GET VERY CLOSE TO TH AT. AND AT THE VERY LEAST A 50 PERCENT INCREASE, 
IT SHOULD BE GENERALLY ACCEPTABLE. 

G. THE GAB PROPOSAL SHOULD GIVE SOME COMFOR T TO THOSE WHO WO ULD 
HAVE PREFERRED TO SEE A LARGER QUOTA INCREASE. TO AVOID GIVING 
OFFENCE, HO\·IEVER, IT SHOULD NOT BE DESCR IBED AS A SUBS TITUTE FOR IT. 
T:iE SAUD I REACT I ON i/ 1 LL CLEARLY BE CRUCIAL AHD THE CHAtJCELLOR AND THE 
MANAG ING DIRECTOR WILL NO DOUBT FORM THE IR OWN OPINIONS DURING T~E 

RIYADH VISIT (SEE ALSO MY TELNO 305). WE ALSO NEED TO CONSIDER HOW 
NON-SAUD I PARA LL EL CONTR IBUTORS, SUCH AS KUWA IT AND AUSTRALIA, MIGHT 
BE APPROACHED. FIR M AGREE MEN T NEEDS TO BE REACHED IN THE G10 MINISTE
RIAL MEET ING ON THE OUTSTAND ING ISSUES FOR THE GlO, INCLUDING THE 
CO NTRIBU TIO N KE Y, ON WH ICH THE JAPANESE VILL PROBABLY PRESS FOR A 
LOWER CONTR IBU TION AS A REFLECT ION OF THEIR FAILU RE TO GET THEIR WAY 
IN THE QUO TA EXERCISE. FOR THE LDCS , THE MOST CONTENT IOUS ELEMENT 
HAS BEEN THE DEC ISION-MAK ING PROCESS UNDER WH ICH THE GlO CO NTRO L USE 
OF THE FACIL ITY. THE IND IANS, IN PARTICULAR, HAV E ARGUED THAT THIS 
IS Ut·,!il ECESSARY S I!~CE THE GlO HAVE A ~,i AJOR I TY IN THE EXECUT IVE BOARD , 
AND UNDERS IRABL[ BECAUSE IT WE AKENS CONF IDENCE THAT THE FUND WILL 
HAVE ACCESS TO THE RESOURCES IN CASE OF NEED. THEY WILL . NEED TO BE 
REASSURED ON TH IS PO INT BE FO RE THE MEE TI NG . THE AFRICANS, AND 
PROEAELY i'10ST iWt~-0 I L LDCS , ATT tiCH LESS IMPORTANCE TO THE GAB THAN 
TO THE QUOTA INCREASE PROPE R. 

7. ON MOD ALIT IES OF PAYMENT, THERE IS NOW A MA JORITY IN THE BOARD FOR 
PAYi,lEN T OF THE 25 PERCEtH CO NTRI13UTIOil IN HESER VE ASSETS (SDRS OR 
USA BLE CURRENC IES ), ALTHOUGH NOT YET THE QUALIFIED MAJORITY WH ICH IS 
NEEDED FOR TH IS PURPOSE. I HOPE FURTHER DISCUSS ION IN THE SOARD WILL 
REASSURE THE POORER COUNTR IES THAT THEY CAN, IF NECESSARY, DRAW THE 
RESERVE TRA NCHE CREATED BY THE RESERVE ASSET PAY MENT ALMOST 
IMMED IATE LY AFTER THE PAYMENT IS MADE. 

8. SOME COU NTI RES WILL PRESS FO R AN SDR AL LO CAT ION AT LEAST LARGE 
ENOUGH TO COVER THE RESEVE ASSET PAY~E N T, AHD OTHERS WILL TAKE THE 
OPPOFTU NITY TO P ~E SS FOR A RESUNP TI OM OF ALLOCAT IONS GE NERALLY. THE 

QUES TI Oti OF SDR ALLOCio~T I OI!S IS BOUND TO EE i"I EiiT IOI.,lED EXTENS IVEL Y IN 
ThE G24 (IF IT f·~ EETS BEFOREHA ND ) MIL IN TrlE INTER lt·i CQr,;i iTTEE IT SELF . 
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wE CANNO T AVO I ~ DISCUSS iON CF THIS SUBJECT FROM TI ME TO TI ME, AND 
WE HAVE IN FACT GOT BY FOR OVE~ A YEAR: WIT HOUT A FULL-SCALE DISCUSS-
10 ~. WE NEE~ TU F INL SOME PROCEDURA L DEV ICE TO E~SURE THAT IT DOES 
NOT DISRUPT tHE DISCUSS i tiN ON THE QUOTA REVIEW. IT WOU LD BE USEFUL TO 
HAVE THE QUOTA REVIEW FI~ST ON THE AGENDA FOR THE INTE RIM COMMITTEE, 
AND THE WORLD ECONOMIC OUTLOOK SECOND, SO THAT ANY DEBATE ON SDR 
ALLOCATIONS CAN BE REFERRED TO THE SECOND ITE M. WE CAN AT LEA ST 
E~PECT SOME REQUES TS FOR FURTHER STUDY OF THE CURRENT WORLD LI QU IDITY 
SITUATIO~ BY THE EXECUT IVE BOARD , WITH A REPORT BACK TO THE INTE RIM 
COMMITTEE AT THE ANNUAL MEET ING. THIS WOULD NOT COMMIT THOSE WHO ARE 
AGAINST AN SDR ALLOCATION TO ANY PART ICUL AR ACTION, BUT IT WOULD 
PROVIDE A SAFE TY VALVE. 

SHAi<ES 

9. THE DISTRI BUT ION OF QUOTAS REMAINS MUCH THE MOST DIFFICULT ISSUE 
ON WHICH TO SEE A CONSENSUS DEVELOPING. CONSIDERABLE PROGRESS HAS 
BEEN MALE IN THE BOARD IN CLEARING AWAY METHODOLOG IC AL P~OBLEMS . 

PROVIDED WE CAH HOLD TO THE CONCLUSIONS REACHED LA ST WEEK , MINISTERS 
WILL BE PRESENTED WITH A SINGLE QUES TIO N, NAMELY HOW MUCH OF THE 

INCREASE SHOULD BE DISTRIBUTED SELECTIVELY (I N PROPORTION TO 
CALCULTATED QUOTAS ) AND HOW MUCH EQU IP ROPORT IONALLY. THERE IS STfLL A 
VERY WIDE RANGE OF VIEWS ON THIS QUEST IO N. AT ONE END THE RE IS A 
RA TH ER HETEROGENEOUS GROUP, INCLUD ING JAPAN, WHICH WOU LD PREFER THE 
WHO LE INCREASE TO BE SELECTIVE. AT THE OTHER END THERE IS A GROUP 
OF NON-OIL LDC S , NOTAB LY IND IA, CHINA AND THE AFR ICAHS, WHO WOULD 
PREFER NO CHANGE AT ALL IN THE LDC SHARE . IN QUOTAS, BUT WHO MIGH T BE 
WILLI NG TO SETTLE FOR THE INCREASE BE ING 75 PERCENT EQUIPROPORTIONAL 
AND 25 PERCENT SELECTIVE. THE AFRICANS ESPECIALLY ARE WORRED THAT 
THE RATHER LOW VOTI NG POWER OF THEIR TWO CONSTITUENCIES WOULD BE 
FURTHER ERODED, AND FELL THAT THEIR CO NCERNS ABOUT DISTRIBUTION 
SHOULD BE RESPECTED AS A QU ID PRO QUO FOR NO T GETTING WHAT THEY 

SCUGHT ON THE S IZE OF THE FUI·lD. IN THE i"\1 DDLE THERE IS A GROUP OF 
COUNTRIES i•J I TH ABOUT HA LF THE VOTING PO\~EH, ALTHOUGH Ai''IONG THESE 
THERE ARE ALSO SOME VARIATIONS OF OPINION. 

10. THE JAPA NESE CLEARLY EXPECT THAT IN A PO LITICAL COMPROM ISE THEY 

WILL HAVE TO MOVE SOME WAY , ALTHOUGH THEY WOULD HOPE THAT THE EQUI
PROPORTIONAL ELEMEN T WOULD NOT BE TOO LARGE. THE QUEST IO N IS WHETHER 
THE TWO ENDS CAN BE PERSUADED TOWARDS A MIDDLE POSITION VHICH WOU LD 
INVOLVE AN EQUIPROPORTIONAL ELE MENT OF THE ORDER OF 50 PERCENT. THIS 
\-JILL REQUIRE CONSIDERAl3LE FLEXIBILITY ON THE PART OF 1\LL. -,.... _, 

-------- --
11. TO SAVE JAPA NESE FACE, AND TO GET THE GERMANS ON BOARD , IT WILL 
AT LEAST BE NECESSAR Y TO INCLUDE SOME GENERAL WORDING TO THE EFFECT 
THAT THE NEXT QUOTA REVIEW WIL L ALSO INC LUDE A FURTHER STEP TOWARDS 
REF LECT ING RELATIVE ECOMONIC POS ITI ONS. THE NON-GIL LDCS ARE MORE 
CmJCERNED Vi iT H TH Eiil ACCESS TO THE FUND, AND ALSO vi iTH VOTI NG RIGHTS , 
ESPEC IAL LY WHERE THE VIA BILITY OF COMST ITU E~C IE S COULC BE AFFECTED. 
Oil ACCESS, TliE i'ID IS HOPED TO :\EEP DISCUSSIO :'l OUT OF THE l i'lTEfllr·i 
CJI·W1 iTT EE AS FAI~ AS POSSIGLE, MID THE PI?ESENT LliiiTS \·J ILL ANY\1.4Y HAVE 
TO SE REV IEWED BY THE BOARD BEFORE J UNE i3GJ. BUT THERE IS BOUND TO 
GE SOf•t;E DE 8ATE :\ GOU T IT. It- THE ISSUE IS RA ISE D, i1 E SHOULD AT LEA ST 
BE PREPARED TO PROPOSE THAT NO INDIVIDUAL COUNTRY WOU LD HAVE LESS 
ABSOLUTE ACCESS THAN NO W, AND THA T THE AVERACE ACCESS LIMIT WOU LD 
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NOT BE REDUCED ~ y QUITE AS MUCH AS THE PERCENTAGE INCREASE IN THE 
S IZE OF THE FUidJ. TI11S IS THE KIND OF FOR i,\ ULA \·!HICH THE UK HAS 

ALREADY ADVOCATED IN G5 AND EC DISCUSS IONS, 

12 . ON VOTING POWER , WE SHOULD BE PREPArED TO GIV E AN ASSURANCE THAT 
THE TWO AF RICA N CO NST IT UE NCIES ~ ILL BE SAFE GUARDED. WE MAY ALSO NE ED 
TO KEEP OPE N THE POSS IBILITY OF SOME MO VE ON BAS IC VOTES OR MINIMUM 
QUOT AS . AN INCRE AS E IN BAS IC VOTE S WOU LD REQ UIRE A CHA NGE IN THE 
ARTICL ES , AND WE HAVE GE E~ RELUCTANT TO CO NS IDER IT IN THE FU ND 
(ALTH OUGH WE HAVE ACCEPTED SOME THI NG SIMIL AR IN THE WOR LD BANK ). SO 
Fl1il , THE LDCS SEEH TO I-lAVE ACCEP TED THf-\T AN I N C~~EASE l tl BAS IC VOTES 
IS NO T POLIT ICALLY POSSI BLE, BUT THEY STRO NG LY SUPPORTED THE CONCEPT 

OF A M I N I ~IUM QUOTA ALTH OUGH IT WAS ONLY IN THE INTERE STS OF A SMALL 
MINORITY. ALTHOUGH WE DO NOT LIK E THIS LATTER PROPOSAL, IT WOU LD NOT 
BE COSTLY, AND IT WO ULD BE WORTH RETAI NING AS A POSS IBLE BARGA INING 
CI-IIP IF IT ~OUL D HELP TO PRODUCE AGREEMEN T IN THE FINAL STAGES. 

GENERAL 
13. TWO OTHER GE NERAL POI NTS ARE WORTH CO NS IDER ING. THE F IRS T CO NC 
ERNS THE PE~ I OD OF THE QUO TA RE VIEW. THE ART ICL ES REQU IRE A REV IEW 
AT LEAST EVE RY 5 YEA RS , AND ACCELERAT ION OF THE PRESE NT REV IEW THUS 
AUTO MAT IC ALLY ADVANCES THE NEXT ONE. THIS WAS ONE REASON FOR 
ADVA ~ C I ~G THE INTER IM COMM ITTE E, S INCE IT MEANS THAT A RATH ER SMALLER 
QUO TA I NCR EASE \IOULD SUFF IC E. ANOTHER REASON \'!AS THAT THE M'tER !CANS 
COULD GE T THEI R LEGISLATI ON IN A NON-E LECT ION YEAR. FROM THE LATTER 

STANDPO INT A FOUR-YEAR CYCLE MIGHT HAVE ADVANTA GES .IF IT PROVED 
HELPFUL , THE INTERI M CO MM ITT EE COULD PERHAPS EXPRESS THE INTENTIO N 
TO HA VE ANOT HER RE VI EW IN 4 YEA RS RATHER THAN THE STATUTOR Y 5. THIS 
WOU LD MAKE IT MOR E LIKELY THAT THE RESOURCE S NOW MAD E AVAILABLE WOULD 

BE SUFF ICIENT UNTIL THE NtXT REV IEW. IT WOULD ALSO BRING FORWA RD THE 
DATE WHEN ANTOHER SE LECTI~ E STEP COULD BE MADE IN QUOTAS AND THUS 
HELP TO MO LLIFY THE J APANESE , ETC. IN BOTH WA YS IT COULD HELP TO 
PROMOTE A CO NSENSUS. THIS WOULG THEREFORE ALSO BE WORTH KEEPI NG IN 
RESER VE FO R THE FINAL STAGES OF NE GOTIATIO N. 

14. THE OTHE R PO INT CONCERNS THE G24 . THEY NORMALLY MEE T BEFORE THE 
IHTE RIM AND DEVELOPMENT COMM ITT EES AND ISSUE A TE NDE NTI OUS PRESS 
COMM UNI QUE BEfORE THE INTER IM COMM ITT EE BEG INS. THIS IS MA INLY FOR 
PU BLIC COli SU i'iPT ION Ai~ D USU t~LLY DOES NOT ~\ AlTER ~1UCH. IT VIOULD HO\·i EVER 
BE A P ITY IF THEY WERE TO TIE THEIR OWN HANDS BE FORE A MEETI NG IN 

WHICH CONS IDERAB LE FLEXI BILITY WILL BE REQU IRED. THIS PROBLEM WO ULD 
NOT AR ISE IF THE G24 DO ~OT MEET AT AL L: SEE NIMATA LL AH'S RE MARKS IN 
MY TEL NO 305. BUT THIS COURSE MAY NOT BE ACEE PTA BLE TO OTHER G24 
NENBERS , AND TH E MD AND OTHERS HAVE BEEN ASSUM ING TH AT TH E G24 WOULD 

t MEE T. IF IT DOES , IT WO UL D BE WOR TH ENCOURAG ING FR IENDLY LDCS TO 
\ URGE THA T THEY DO NOT TIE THEMSELVES TOO RIGIDLY IN ADVANCE. 

15. FCO PLEAS E AD VA NCE TO PPS/CHANCEL LOR, COUZ ENS, LITTLE R, LAVELLE 
(T REAS URY) liND GILCHR IST (BANK OF ENGLAND ). 

ANSON 
MONE..Tf\(L'/ 
E.c~'"D I 
ME .. :u 
Nt1u 

ADVANCED AS REqUESTED 

C..OP1E::.S IC'I 

r-n:> U A NC..E.. Fll::>l)r.t E..SS EE.S 

/ 



Michel Camdessus telephoned me to give some advance information 
' about the discussion on IMF matters between Delors and himself 

on the one hand and the Saudis on the other, during their recent 
visit to Saudi Arabia. The following information is likely to 
be incorporated in a letter from Delors to yourself, but you 
may like to have an early account. 

2. Camdessus said the Saudis showed themselves very anxious to 
participate in discussing and taking decisions on these IMF matters. 
Their wish to be consulted was a recurrent theme. In this sonnection 
they were flattered by your decision to visit them as Chairman of 
the Interim Committee. 

3. They were much concerned about the international financial 
"crisis", or nmess", as they described it. 

4. They had many questions about the origins of the proposal now 
emerging for both the amount of the quota increase and for the GAB 
amendment. They felt that they had been somewhat in the dark 
since Toronto. They had been suspicious of the US proposal for 
an emergency facility in Toronto because it appeared to involve 
discrimination on access and on other matters between IMF members. 
Was the GAB proposal the same as the US proposal or did it differ 
from it? Camdessus said that Delors and he had explained that 
the GAB "second window" proposal had been devised precisely in 
order to remove the discriminat0ry features of the original US 
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proposal. At the end of the French explanation the Saudis 
expressed themselves satisfied. 

5. On Saudi partic i pation in a parallel arrangement, the Saudis 
said the question was still an open one for them. They said their 
first priority was to meet their quasi-obligation on a 3rd tranche 
of lending of 4 billion SDR's to the IMFo However they asked about 
the position of the Swiss in relation to the GAB (a separate 
agreement). They made it clear they would not wish to be a 
sleeping partner and wanted to participate in decisions. They did 
not ask for menbership of the G10 but Camdessus said that all 
possibilities were still open in their minds. 

6. The Saudis supported acceleration of the IMF quota increase 
and of the Interim Committee in the interests of restoring confidence 
in the international financial system. 

7. Finally, the Saudis asked Delors to let the BIS know that they 
were ready to subscribe $150m to the operation in support of Brazil. 
Here also however they stressed their wish to have a more 
recognised part in the taking of decisions (in this case, I suppose, 
decisions of central bank governors). 

8. CaPJdessus added some information on action being taken from 
·Paris in aid of your wish to secure LDC support for the IMF package. 
(The Tresor was sending a message to a meeting of West African 
franc zone Ministers seeking their support for acceleration of 
the quota increase and for reinforcement of the Fund by the means 
proposed. Similar messages were being sent separately to the 
central banks of the eastern franc zone countries in Africa. He 
was confident of the right response. Their relations with Algeria, 
though improved as a result of a bad (sic) deal made by France 
on the price for Algerian gas, were not good enought to allow the 
same confidence; but they intended to put Algeria in the picture 
and engage their interest. 

K E COUZENS 
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MR LAVELLE 

FROM: JILL RUTTER 
DATE: 31 December 1982 

cc: Sir K Couzens 
Mr Littler 
Mr Bottrill 
Mr Atkinson 
Mr Hall 

SAUDI ARABIA: WASHINGTON TEL NO 303 

The Chancellor has seen your minute to me of 29 December. 

He is happy for you to react to Mr Anson's telegram in the 

way set out in your minute. 

JrcK 
JILL RUTTER 
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CONFIDENTIAL 

CHANCELLOR 

VISIT TO SAUDI ARABIA 

c 
FROM: RGU~~ 
DATE: 31 December 1982 

cc: Sir K Couzens 
Mr Littler 
Mr Bottrill 
Mr Hall 
Mr Atkinson 

It may be helpful if I were to set down a few thoughts about the 
shape of your discussion next week in Saudi Arabia. 

2. As I see it the objectives of the expedition are: 

to exchange views on the main issues for decision at the 
next Interim Committee; 

to explore the possibilities for credit agreements 
between the Saudis and the IMF in parallel to the 
enlarged GABr 

to secure the third SDR 4 billion SAMA tranche. 

3. The third task is for the Managing Director and we have 
established that it will be pursued separately. The run over 
the ground to be covered by the next Interim Committee is to 
same extent a public relations exercise but given the potential 
influence of your hosts it is rather more than this. In particular 
it is arguable that their support for the acceleration of the 
meeting is of some significance. The question of parallel credit 
arrangeme nts alongside the GAB is one where it would be helpful 
but is not essential to advance matters, and it would be 
unrealistic to contemplate anything like a decision. 

Orchestration of discussion 

4. No firm agenda has been arranged. The natural progression 
would however be to go first through issues of common interest 
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leaving the problems of parallel arrangements to the GAB to last. 
One might on that basis envisage two sessions but this is something 
that could be established at the outset by mutual agreement. In 
general it might be helpful to follow the pattern of some initial 
remarks by yoursel~~on individual topics. The Managing Director 
might then be invited to elaborate on views in the Board, perhaps 
going into rather more detail. This would lead the way to some 
account by the Saudis of their own views. It may be that this 
whole process will be something of a stately progression - there 
will certainly have been some considerable element of politesse 
in the opening stages - but this seems an inevitable bit of theatre. 

Content 

5. In what I have thought of as the first session the natural 
progression would be to consider the size of the Fund and questions 
of distribution. On both these issues the Saudis and ourselves are 
very much at one. They would favour a Fund of SDR 100 billion but 
would probably settle for a 5~~ increase. As regards distribution 
they are content with the basic technique now being adopted (the 
Australian method) and seem to favour about 50% equiproportional 
dilution. Our understanding is that they would favour acceleration 
of the next Interim Committee meeting. In all these respects they 
are, therefore, occupying like us a middle ground. The Saudi 
Executive Director has taken up one or two points which represent 
a developing country position: v~z the case for an SDR allocation 
and for some minimum quota. Given the relative blandness of the 
other discussion in this session it would be sensible to touch on 
these areas in the context in which they in any case naturally 
arise. The technique of dialogue with the Managing Director might 
be a helpful way of lightening the educational process in this area. 

6. One might envisage the second exchange as heing essentially 
concerned with the GAB. In the first instance it would seem 
helpful to follow up what M Delors has said about the evolution 
of the US proposal from something potentially di Visive into the 
acceptable form we believe it now has achieved. This would be 
the natural run in to an account of the features of the GAB and 
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would probably get discussion off to a reasonable start. 

7. This would leave to the end the most delicate area:of Saudi 
parallel arrangements. At present there are three main issues 
here: how much the Saudis might contribute; the access they might _...., ... _____. 
have to GAB resources and the modalities of ~sultation over 
activation of GAB and Saudi r;sources. There may be some discussion 
of these matters in the Executive Board next Wednesday. At first 
sight the Fund papers do not seem to have set the points up in the 
most helpful way in particular since it appears to be envisaged 
that parallel creditors might have access to GAB resources even 
for repayment of loans made to the Fund at an earlier stage. As 
regards contributions, there also seems some expectation that 
concepts such as GNP and reserve levels would be thought applicable 
in the case of parallel cpeditors, as for founder members. This 
also seems unnecessarily restrictive. More generally there seems 
much to be sa1d for a rather loose link between the arrangements 
for calling up capital for founder members and others, and one 
would certainly not envisage direct Saudi participation in the G-10 
decision process. Some of these potential difficulties may be 
eased by discussion next week. But in any case the saving grace 
is perhaps that the Saudis show some signs of a wish to "keep an 
open mind" in this area, perhaps partly to avoid any appearance of 
snub, or too close engagement with developed countries, but also 
to preserve their own flexibility of action. All in all this 
seems to be an area to be treated with some delicacy and with 
no attempt to bring matters on too fast. 

---
8. Our understanding is that the Saudis attach greater importance 
to honouring their commitment to a third SDR 4 billion tranche 
under existing 
enlarged GAB. 

arrangements than participation in an 
This of itself seems to make it unlikely that 

they will wish to make any very commitUU remarks in this 
discussion. This outcome would be underlined if, as I assume 
will be the case, the Managing Director's own negotiations take 
place towards the end of the day before the party returns to 
London. 
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Advancement of Interim Committee meeting 

9. The Managing Director and yourself will presumably need to 
contemplate some form of press conference after the visit. It 
will be helpful at that stage to make clear that this has not 
been simply a begging expedition but rather, as far as you are . 
concerned, a continuation of the process of soundings of opinion 
which you have been undertaking rather intensively since your 
appointment as Chairman. There will certainly be elements in 
the discussion wh~~h will have heartened you. The natural 
question whichwiD/put is whether the Interim Committee meeting 
will be accelerated. It seems to me that a decision on this 
could neither be announced before or immediately after the Saudi 
visit since the first might seem an affront to your hosts and 
the second to have given them too great a say in the matter. 
The answer is perhaps to allow some efflux of time between your 
visit and the announcement, which preferably should take place in 
Washington but could be made in parallel here. At the press 
conference immediately following your visit it might be sufficient 
to say that you hoped that a decision would be possible very 
shortly. 

Briefing 

10. We have sent forward separately a piece on the formerly 
arcane matter of distribution. We would hope next week to put 
forward some more detailed briefing, in.cluding point s to make, 
following the pattern of topics outlined in summary above. There 
would be supporting briefs covering items that might be mentioned 
in any more general exchanges eg over lunch. 

, 

R G LAVELLE 
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