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COMPENSATORY FINANCING:

Inadequacy of Fresent Arrangements and New Froposals

I propose to raise here some guestions relating to
the role of compensatory financing in the establishment
of an international economic order that is more equitable
than the one that now pervades the world. 4is far as is
possible, I have kebt deliberately away from technical

questions and concentrated on issues ¢ policy.

tide Fluctuations

That commodity export earnings are subject to wide
fluctuations very largely in the weake of fluctuations in
economic activity in the industrialized world has bteen
generally estzllished in econometric st.dies. 4lso, since
thes< fluctuations take :lwce largely for reasons gﬁtside
the con.roi o1 ihe commodicy producing counvries and since
the incidence oi these fluctuations on the developing
countries wouvld be rather hersh because of their large
dependence on these exports, the need for international
action with respect to commodities of export interest to

the developing countries has, by now, come to be generazlly

accepted. Vhalt is not gquite agreed upon is the set of



measures that should be taken at the internetionel level
with a view to helring the developing co niries to establish

their export earnings.

Measures Proposed

The developing countries have argued =z.ronygly for

the establishment of (a) internaticnal commodity agreements,
supported by buffer stocks and (b) 2 common fund to finance
such buffer stocks. On the other hand, the cdeveloped countries
have underlined the importance of improving &nd enlzrging a

compensatory fintncing arrangement to finwunce shoxtfalls

in the commodity export earnings of the developing countries.
vhile buffer stocking arra2ngements shouyld “ely promote stable
vrices of commedities, compensatory finadmcing arrangements
seek to stabilize export earnings, over time. It 1is necessary
to emphasize here that both the sets of measures, the set
advocated by the developing countries, ¢ well as the set
advocated by the developed countries cic cxvremely complementary.
One does not really do away with the ne.d For the other, though
the impression has unfortumately been croated th-t these-~twe

sets of measures ore somehow exclusive.,

Their Complementarity

To the extent that commodity prices "re glasiiiscd through

the instrumentality of international stocliing arrangements, 1l
¥ £ g ;

is bound to reduce fluctuations in commodiiy export carnings.



But one cannot rely on stocking arrangemeats a2lone for
stabilizing earnings because (&) eerninss mey be affected
by non~price factors beyond the control oif the producing
countries {(e.g. when 2 natural calamity liie drought or
flood wipes off » major part of & country's crop) und

(b) not a1l commodities may be amencble to stocking
afrangements either because they are pnot cuiie stockable

or because international agreement is hard +c¢ resch thereon.
Nor can one rqu on gompensatory fin2neing «iomne, if it is
21so the objective to stabilize e¢ommodity prices, &n
objective whieh has much to be said in its favour. No less
important is it to poimnt out that if and whexn & compensatory
financing arrangement is not adequate, for vhitever reasons
including that of>1imited resources, to coniensate fully
for the shortfalls experienced in export ewvrnings, it
becomes even more necessary to complement such an orrange-
ment with appropriate international stociking arreangenments,

vherever, feasible, to stabilize earnings.

Misplaced Controversy

The point which needs very much to be eu:phasized is
that the debate on the relative virtues of compensatory
finencing &s against intermetional stocking orréngements
is rather academic, if not altogether mis>laced, in the
context of ‘the present situation in which v+hztever compen-

satory financing arrangements exist alrendy ire either



grossly inadequate or very much restricted in coverage and
wvhatever proposals have been floated to improve these exist-
ing arrengements come no where near to ensuring &n adequate
coverage of shortfalls in the export e¢trnings of the develop-
ing countries. For & megningful discussion of the role of
compensatory financing, it is necessary thet one should have
in mind a scheme that seeks to provide 2 reusonable cover,
given its objective of compensating producing countries for
the shortfalls in their commodity export etrnings. Tortu-
nately, there are afloat a few serious proposals which seck

to establish an entirely new comprekensive compensttory finan-
cing arrengement. These proposals are addressed directly to
the problems of the non-oil developing countries. The import-
ant question to ask in appraising these sreposals is whether
or not they are backed with adequate funds becouse only then
will they create & vigble complement to appropriate inter—
national stocking arringements for stockibie commodities.

Ye shill first outline the two existing 2rrangements

’

with respect to compensatory finahcing ‘1) IMF's Compensatorv
Financing Pacility (CFF) and (2) Europecn Econmomic Community's
Scheme for S'abilizing Export Earnings (STiIEX), to indicate
how inadeguate they are in meeting the neeas of the non-o0il

developing countries and also to what exi-nt some recen®

suggestions to improve these existing wrrangements go in



meeting their inadequacies, Later, we sholl go on to
examine the principal proposals for additional compensatory
arrangements and the major departures those proposals seek

to make.

IMF Facility

CFF h&g been in existence for 15 years now. The
gross amount given away by the IMF in comrensation Ior
export shortfalls added up to & little over SDR 4 billion

by ZLpril 1978.

£11 member countries of the IMF, developed 25 well
as developing, are entitled to avail themselves of this
facility, when their visible e¢xport ea@rmnings show a short-
fell, in nominal terms, but the develoned industriclized
countries hive refrained from drawing on it, even with
resp=ct to their commodity export earnings. However, some
of the developed commodity exporting countries like :iustralia,
New Zealand, South Lfrica and Israel have driwn on it. So

also huve several non-oil developing countries.

0f the amoun’ of SDR 2.8 billion drown from this
faecility during & period of 28 months since Janwery 1976,
some 30 per cent is accounted for by the developed countries

and the balance by non-oil develoging couniries.



The point to note about this frcility, in our

context, is that though it is very brozi in coverage

(it covers all commodities and all countries ore eligibie
for drawings agsinst it), the relief it has been able to
provide is extremely limited, particularly to the non-oil
developing qountries. sccording to recent colculations
put out by UNCT.D secretariat, drawings against this
facility have no+, on average, exceeded 12.5 per cent of
the shortfzlls in visible export earnings of the concerned
non-o0il developing countries. In fact, in 197¢, the year
of maximum drawings when s much us SDR 2.3 billion was
paid out of this focility the proportion of shortfalls
covered with respect to these countries wns only 12.7
per cent., Compensation payment to these countries amounted
to SDE 1.6 billion ~s zg2inst the totzl, formule based,
shortfall of SDR 12.95 billion experienced by them in 1976.

(See accompanying teble). This liwmileu coverage of the
shorffalls of the non-o0il developing countries by the IMF
frcility has been due very lzrgely, if not entirely, to
restricting the drawings by & country in any one ye&r, and
outstandings, to limits based on the country's guaia with
the Fund. Currently, drawings in any 12 month period must

not exceed 50% of & countryv's quote and iis outstaadings

must not exceeds 75% of the quota.



It is well known how r:gressively the IMF quotas
are distributed fmong its member cgunfries. The gon-o0il
developing countries 2ccounting for 7Gw the population of
the IMF mewbers hold 22% of the quobzs. Much more signi~
ficantly from the point of view of compersatory fimeancing,
these countries account for 70% the total commodity exports
of the IMF members countries other thon industriclised
countries. It should be & matter of no surprise therefore
if the average coverage of shortfalls is found to be very
much smeller for the non-oil developing mcmber countries

of the Fund than the developed counirics,

41so, since the quotas hed not been raised sdequately
from time to time to keen poce with the growth of world trade,
the inflation and the volntility of the prices, limits on
compensatory drawings based on quotés wew: bour. 1o become
more ond more inadeguate, unless, of course, the limits
themselves ere being raised. ictually, however, the
limi*s on compensatory drawings were chinged only once in 15
yvears and that was donc exactly three yeirs ago, in December

1975.

Hovever the inadeguzcy of thiz facility with respect
to the non-oil developing countries is sought to be under-
stated by freguent resort to judgemenitl, in place of formula,

determinztion of shortfalls in = munnzir thot the shortfalls



themselves are grossly under-estimated. In recent diys,
i.e. from Jenuary 1976 to april 1978, +..& under-cstimction
in the ahove minner of the shoritfalls in the export eirn-

ings of the non-oil developing coun*ries h's been of the

order of 66.67 percent. (See Note 2 1o the tccompanying

Further, the terms of repayment (they cell it re-
purchase) of drowing from this fecility are such thoat
every country is obliged to repay, with interest, within
2 period of three to five years regardless of whether or
not the export ecarnings of a country hive recovered or
its balance of payments position has improved. There is
a2 glering “syminetry here. Vhile (2) the IMF determines a
country's entitlement to drowing on the basis of short fall
in export earnings znd (b) it expects & country to stort
repoying exrlier if its export earnings recever, no allowance
is made if the eornings of 1he country do not recover enough,
or nt all, during the short period of five y..rs fixed for

repayment to be completed.

Io the argument that since & monetary institution
like the IMF, whose principcl tosk is to help countries
even out their temporary ups and downs in the balance of
payments, cannot undertike to extend lozns of longer

maturitics, the most effective answer would be that therefore



the world community should think in terms of on altogether
different instituiional arrangement whic: can perform this
special type of business of stabilizing export earnings of
primory _“coducers much more wdeduately without importing

considerations thet 2re not -vite ~-ovpliceble.

In any case, the gross inadequicies of this facility
in terms not only of the proportion of coveri;e it is currently
ahle to provide 2gainst shortfalls in export earnings, but also

of the conditions of repayment, can clesrly Do seen,

Does the IM? have any ideas of improving its faeility,
porticul=rly in so far os the develeoping counuvries f&re concerned?
It is relevent to refer in this connection to some of the major
ideas recently emerging from within the I¢F for & so-called
liveralization of iis frmecility. These are:

(1) changing the guot2 based limits on drawings and

oustanling from 50 percent o . 75 gercent to

56 percent and 100 per cent respectively:

(2) inclusicen ¢7 ¢ rnings Trom invisihles for

purposes of determining shorlfr lls; ~.nd

(3) inclusicn of excesses in the cost of ceresl

imports for calculanting shortfalls.,

To start with the proposed relaxitio= f the cuota-based

limit on outstznding drawings from this tacility, it will be
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interesting to kmow thzt 34 ovut of the 47 courtries which
used this fzcility in 1976, drew full 530 per cent of their
guotas, 2nd six retched the 75 per cent 7uoti ceiling on
outstandings. _.ais wmeznt that if the former group of
countries experienced a shortfall npzin Lefore the exrlier
drawing had been vepzid, they would be entitiled to drw

only between 2% to 50 per cent of their guotiy; the zctual
percentage depending on the proportion of the eurlier dr wing
already repaid. The countries irp the lntter group would be

entitled tec drew even less.

iccording to our rough calculations, the suggested
relnxetion of :he limit on oustanding drawings would have

increased the coverage of shortfalls in 1976 for the rnon-oil

developing coun’ries from 12.7 per cent to only 13.% per

cent., It must be “dded, however, thut in the next round of
li.rge scw.le drawings, following another de;ression in the
industri:lized world, the prorortion of sznortfclls of the
non-o0il developing couniries which wiil te covered by drawings
is unlikely to be evep 2s high 2s 12.7 percer 1 unless the
limit on outstandings is velaxed, 2s proposed. The moest
important point here is that the suggested Iiberalization

hardly tzkes things further; it only sceXs to restore the

0ld position which too seems to be slipzing awy.
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..s for the other two sugrestions, which rro;ose the
liberalization of the formuls calculitiorn of shiortfells,
suffice it to say thot, while they will certoinly benafit
some individu2l ccuntrics who do mot now become entitled
to drawings ag2inst this fecility, the overnl! -osition
of the developing coqntries is uniikely to imzrove as 2
result of the imyplementotion of these sugpestions. firstly,
to the extent thot there 1s 2 net incre.se in the overall
shortfall of a countTy 2s = rasult of the implementition of
these two suggestions, its covevige is bound to com: down
if the country's quota liwmit remains unchuanged. 0Of course,
quotas themselyes are being ruised. But the incrense in
guotns so far hls cier T ther so miserly thit, °s 2 propor—
tion of world trode, guotis today are only half of what
they were in the wid 30's., Secondly, given “he prevailing

»11s on *he bnsis of judge-

~+
by

prictice of determining shor
nent ultimetely rothex then formula, a2ll these sussestions

for liberwlising the feormul.. caleculation mo; @&in no more

thaen white wish.

On the whole, thierefore, the IM’' does nowv seem to the
seriously concerned mbout ploying o mi.jor rel: in staviliizing

the export earnings of the non-oil develo.ing courtries.

Given the weightuge enjoyed by the -ew e¢velo #. cvozncries
in its decision miking, this l.ck o7 <deiun bte conceru in

the IMF with one of the most serious predisms of the develoning
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world is noet difficult to understoend.
S TuBEX

fhis arrazngement, which has now been in operetion
for almost three years, wis set up by the Buropean Economic
Community (EEC) to help a group of 53 countries from Africa,
the .Caribbean and the Pacific (ACP) stubilize their earnings
from the exports of certain listed commodities and bi-products
which they sell to the Community. A sum of EU. 380 million
($420 million approximately) was earmerked for the purpose
to be used over =& period of five years, 1976-1680, spread
out equally, but with some scope allowed for flexibility.
During the first two years, something lik; EC.: 110 million
has been paid, under this arrangement, 25 conpensation for

shortfalls in commodity export exarnings.

%hile the above arrang.ment addresses i1cself to quite
2 lirge number of developing countries, its coverage is still
extremely limited. The veiue of commodily exports whose
exrnings this orrongement secsks to stabilizc, zccounts for
less than 20 per cent of the totil export carnings of the
ACP countries and less th:n 3.5 per cent of the export

earnings of the non-c¢il develocping countriecs from commodities,

The inzdecuacy of this scheme even for ACE countries
is compounded by the manner of determining compensation. All

its shortfalls ore ctleulated in nomincl terms and compensated



separately for each of the listed commodities and bi-
products only when (a) the concerned commodity or bi-
product accounts individually fof at Jeast 7.5 per cent
of & country's totel mercharndise exports to all destina-
tions and (b) the shortfall itself, agoin individually,
is at least of the crder of 7.5 per cent with reference
to the avernge earnings from exporis to LBEC over the past
four yeaxrs. TFor the least develoned, land-locked or island
member countries of the ACP, the proportion in both the
cases is set at 2.5 per cent. 4s 2 result of these restri-
ctive provisions, not only deo several of the commodities
exported by ACP countries, but not included in the list,
get excluded from the benefit of this ar-raingement, bdut
241so the entitlement ¢f & councry 1o compensation poyment
is not &lways certain with respect to commodities which
are on the list. A country ray be dependent c¢n tarce or
four of the listad commodities for i-s «port earnings,
but its shortfaris wiil avt qualify for compensation if
ench % these commoditiss loas not puss the 7.5 per cent
test of dependence, ox if each of +the & .urtfalls does not
pass the other 7.5 per cent tast. “he fact that the least
developed, land locked or island ceountries hove to pass
these two tests at the level of only 2.5 per cent, will

certeinly hzove given them 3 decided n¢vontage, compared to
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the other ACP countries.

Once} however, the tests mentiones tbove are passed,
compensation is more or less assured, though the EEC still
ants to be satisfied thoet (2) the shortiall did not occur
because cf any policy action by the countries concerned
and (b) it did not emount to a significant change. Of
course, there is also the overall constraint of the annual
allocation though the arrangement does not quite spell out
how the claims for compensation will be affected should
this constr2int become operative. Still it would be reason-
ably valid to soy thot once the above thresholds are crossed,
a given formula shortfall has greater chonces of being covered
adequately under this arrangement than it would have under the
CFF type arrangement.- Under the latter, ~s has been stated
above, the formuia shortfall is subjected to a drastic
scaling down in the process of judgemental determinntion
where the non-0il developing countries zare concerned, and
then, assuming varicus conditions are satisfied, the watered
Sovn " oskhorli-Ll__ o sed naningt the - dvota
based limits on yearly drawings and outstondings before the

actual amount of compensation is determined.

The terms of repaoyment are £lso very much more liberal
under STABEX than under the IMF facility. Compensation pay-

ments to the least develored countries are made in the form
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of grants. For the other 4LCI countries, compensation
lorns are repayable as and when their e:x-ort earnings
recover, ns a result of improvement in prices, but they
carry no interest. Outstindings after 1980 miy be con-

sidered for conversion into grunts or lcang term loans,

Thus though extremely restricted in its scope
beccuse of (&) limited country ond commodity coverage and
(b)application of tests to individu2l earnings &nd shor t-
falls, two positive aspects of the ST.ZrX arrangements
outlined above are still worth-while highlighting. Firstly,
the less advantaged countries are given preferential treat-
ment in considering their cliims tc compensation by pres-
cribing lower thresholds for them. Secondly, the least
develobed countries &re offered compensaticn on distinctly

genercus terms,

It should therefore be regorded o welcome development
that the two principal propes:ls, one from Sweden and the
other from Vest Germony, curvently afloat for the establish-
ment of an additicnel compensctory finzncing arrangement,
addressed only to the needs of the non-o0il developing countries,
incorporite the above-mentioned positive fentures of ST.BEX.

We shall turn now to the discussion of thiuse very proposals.
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The Swedish Proposal

4Lt the Scventh Special Session of the United
Netions' General Assembly in September 1975, two proposals
weve vui forth, one by the U.S.4. and the other by Sweden.
Both were aimed ot helping non-oil devsloping countries
stabilize their export earnings. The U.5. proposal was
to estzblish a %10 billion Development Security Facility.
The Swedish proposcl refrained from maming any figure.
Vhat is now significant, in our context, is that while the
U.S5..i. hus seldom tried to revive its proposal, Sweden has
constantly been updating its proposal in international fora.
It is quite likely that the U.S..\. has had sccond thoughts
and is no longer wedded to the idea it once seriously
championed. In the circumstances, we sholl discuss only
the Swedish propossl. Chronologically, the German proposal,

which toc we discuss here, is of later origin,

In its latest version, the Swedish proposnl suggests

that:

(1) a separate fund should be sct up, financed

cut cf contributions from countries and borrowings

from the copital market in the ratio of 1 to 3;

(2) such & fund should finince componsation payments
against net sheortfalls in the total export earnings
of 211 commodities other than fuels (SITC 0-2, 4

and 6&) of only the non-~o0il developing countries.
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(3) shortfalls should .e measured from .he trend
value of commodity export earnings in real
terms, based on the five years immediately

preceding the shortfall year;

(4) no conditionality should be attached to compen-—
sation other than that the country has tried
first to obtain a drawing from the IMF facility;

(5) compensation against shortfalls should be paid
in the form of loans carrying differential
interest rates, with the poorest countries paying
no interest and the rest paving interest 2t the

rate of 5 per cent;

(6) compensation loans shovld be repayzble in the
years when & country's commodity export earnings

exceed the trend value; &nd

(7) for the poorest count:ies, any loan outstanding
after five years should be converted into grants
but for others it should rumn on until it is fully

repaid.

In the proposal originally put forth by Sweden, it was
stited, ui e exilliciltly thot the extent to which shortfalls
will actually be compensated by the pro.osed fund will depend
on the ceilips for available financial rescurces in any given
year. However, unlike the U.S. proposal, no figure was given
for the ceiling. In the latest version, this aspect is kept

more vague and there is no indication av 2all 4o what extent

the proposed fund would aim &t covering the shortfalls in
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commodity export earnings.

Vith respect to the administrative errangements for
the proposed fund, Sweden's original suggestion was to
establish the fund within the framework of the UN system
so that all member countries have equal possibility of
participating in th. decision making processes. Now,
however, possibly as a concession to opinion in other
developed countries, Sweden is inclined to consider the
fund being administered as an IMF trust fund, even though
the decision m2king in the IMF, as we 21l know, is strongly

dominated by a few developed industrial countries.

The German Proposal

The proposal by the Government of the PFederal Republic
of Germany, advanced somewh.:t vigorously in the past one
yeer or so, is 2lso addressed toc shortfalls in commodity
export earnings of non-cil exporting developing countries.
However, it is & far more cautious provesal and differs
from the Zredisl propossl in the following principal respects:

(1) while the Swedish proposal sec.s to cover all

primary commodities other than fuels, the German
proposal draws up a list of 2% commodities which
includes 17 out of 18 commodities in the UNCTaD

list, but excludes & number oi commodities in the

ST-BEX list;
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(2) while both the proposals scek the calculation
of 2 net shortfall in commodity export earnings
on the basis of a formule, and do not envisage
resort to judgemental cdetormination, the German
vproposel is content with a caleuletion in nominal
terms, on the basis of the present IMF formula
of the average of five years, centering on the

shortfall year;

(3) the German proposzl attempts to restreain compen-—
setion claims by requiring that & net shortfall
of a country must excecd 7.5 per cent of its
average export earnings (2.5 per cent for the
poorest countries) to qualify for compensation;
thus only shortfalls above the threshold level

will be compensated;

(4) 2t the same time, the German proposal speaks in
terms of & ceiling of ¢% billion over a ten-year
period, though it i- not cuite clear whether the
proposed ceiling applizs to the gross amcunt
peyable over & 10 year period or the fund is
conceived as revolving in no are so that the
gross zmownt payable over &+ 10 yexr period could

be much larger;

(5) while the Germun pgroposal olso speaks in terms
of compens«tion loans of longer méturities and
of interest rates significéntly below the market
rates with special tre: tment of the poorest
countries, the Swedish pronosal is more explicit

in this regard; and
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(6) like the Swedish proposal, the German proposal
©150 relies on both contributions and- borrowing
from the capital market, but without laying down
the proportions in which funds from these two
sources mry be raised.
is can be scen, the German proposal anticipates

that the compensato: s financing arréingements envisaged
therein will te met by 2 fund of %5 billion, ovey a period
of next ten years. This estimxte his to be viewed, however,
in the light of the f=zct that though compensation payments
in 1976 out of CFF and S1..BEX, together, added up to some
SDR 2.5 billion, they did not provide to the non oil
developing countries a total cover of more than 13 against
their shortfnlls., According to the UNCT..D secretariat's
calculations, shortfalls in just two yecrs, 1975 and 1976,
added up to over %45 billion for 74 non-o0il developing
countries. (The shortfell estimete for 1976, referred to
earlier in this paper, relsted only to countries which
actually drew on the CFF in one or the other of the years
of the existence of *he f@cility.) Nevertheless, since
these calculations relate to total export earnings, it is
certainly possible to argue that shortfzlls with respect
to primery commodity exports may be significantly lower
than $45 billion. The point still remains that given the

financial ceiling of the German proposal, its benefits mey
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turn out to be extremely limited and therefor: inadequate,
evern to cover 2ll such claims tc comper 2tion as pass

threshold tests suggested on the ST.BEX pattern.

The Sweaish proposal, by compirison, has certainly
much more to be said in its favour because (o) it concedes
the case for mecsuring shortizlls in recl terms, though
only the basis of & moving average, so that at least payment
of compensation is better timed than in the past, (b) it
seeks to compensete shortfalls without zny conditionality
and without any thresholds to cross and (c¢) its terms of
payments are more liberal. But with the sums left unstated,
the uncertainty &s to the proportion of shortfalls vhich will

be covered under this proposal, remuins.

Concluding Observations

The great drawback of the present IMF and EEC facili-
ties resides, in my opinion, in their gross inadequ”cy in
relation to the shortfalls the non-oil developing countries
experience in thelr export earnings. If the new schemes also
suffer frem thtt very miier drawboack, the choice beiween the
0ld 2nd the new virtuzlly boils down to .a:t between tweedledum
and tweedledee. [Dven if.~ new scheme is intended to supplement
the existing frecilities like CRY and 552X, the boval cover

the non o0il developing countries may thus s.cure against their
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shortfalls m8y still not add up to more than 25% on an
average. The compensation coverage of their export short-
falls will thus remain unsatisfactory. 1In the circumstances,
the issues such 2s whether the shortfall thus covered is
measured in real or nominal terms, whether the trend for
determining the reference value is me-ssured on the bsasis

of an ndequate number of observations,; whether the compen-
sation against shortfall becomes payahle more +eaxdily than
before or whether repayments are more closely related to the
repaying c:pzcity of the conccrned councries are, in my
judgement, of o lower order of importonce, First and fore-
most, the tas-s of the ipternationeal community should be to
provide for funds that can ensure 2 reasontbly adequate
cover against export shortfalls of the non-oil developing

countries,

In the light of foregeing assessment, will it not be
a bold mrn who asserts th:t compensctory finéncing arrange-
ments, existing already ond additiontl ones,; 2re anywhere
close tu the point where they would make a major impact in
stabilizing commodity export earnings of the non-oil develop-
ing covntries and thereby play a significant role in ushering

in ¢ new internation2l economic order?
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Table Export Shortfalls and Compensatory Drawings allowed

by IHF, 1966-1976

SDE Million

1566 to 1670 1976
Estimated UDrawings Fercent Estimated Drewings Percent
shortfall rermitted cover shortiall permitted cover
provided % Provided

A11 countries 12,312 1,140 9.3 25,990 2,399 9.3
Developed
countries 213 125 58.7 81 824 1017.0
Developing
countries 10,089 1,015 10.1 25,909 1,575 6.1
Non-0il
Developing
countries 8,264 998 12.1 12,438 1,575 12.7

Notes: 1. Information given here relates to only those member countries of the
IMF which actually drew on %the CFF. Thus while the shortfall experien-
ced by the non-0il developing countries zccording te this table, works
out to %12.4 billiow in 1976, the totel saorifsil in export earnings
by 74 non-o0il developing countries is estimezved by UHITAD to the almost
twice as high.

2. The shortfall estimetes shown here have beer worxed ouvt by UNCI..D Secre-
tariat according to the fermv.a used by IMF for the prrpose since the
beginning of 1376, ¥t wneio be addaed howcver thet, in actu:l practice,
the IMF has resorted much more often to & judgemental estimate, to
determine the entitlement of countries to CF7 drawings and this has
2lmost 2lways gone ag2inst the developing countries. Interestingly,
the developed primery producers could, in 1975, have drawp 10 times
more than their formula shorttall precisely beczuse of the resort to
indgemental determination, which weat in their favour. Ofcourse, since
entitlement to & CXF drawing depended not o:ly on the estimated shortfall
but also on the couvntry's quota and its owstanding CPF drawings, the IMF
possibly used judgementael determination wmainly to bring the estimete of
shortfall closer to what a country could have drawn {rom this fzcility.
This presumption is born out by the fsct that as a preportion of their
judgemental shovtfalls, drawings of the non-oil develojing couniries are
reported by the IIiF to work out to about 40x., DBub this only goes %o
show that for the non-o0il developing countries, ‘udgemental shorticlls
have tended to be around one third of ithe foymula shor+vyulls.
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