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To Chairman Eccles Subject: Statements to be issued re-

TTrairi ***• Knapp garding gold subsidies

Attached is (l) a copy of a public statement to be issued by
the International Fund this evening defining its attitude toward subsidies
on gold production, and (2) a draft statement to be issued tomorrow by
Secretary Snyder on behalf of the National Advisory Council with regard
to the same subject. I should like to get your clearance on the proposed
U.S. Government statement.

The statement of the International Fond:

(1) Asserts that member countries are under obligation to consult
the Fund with regard to proposed measures for subsidizing gold
production;

(2) That the Fund "has a responsibility to see that the gold
policies of its members do not undermine or threaten to under-
mine exchange stability"}

(3) That "a subsidy in the form of a uniform payment per ounce
for all or part of the gold produced11 is contrary to the Fundfs
Articles of Agreement (no specific reference to the Canadian
case);

(4) That any kind of subsidy on gold production is contrary to
the Articles of Agreement "if they undermine or threaten to
undermine exchange stability in the country concerned or in
other countries11; and

(5) That the Fund "will continue to study and review with its
members their gold policies and any proposed changes to determine
if they are consonant with the provisions of the Fund Agreement
and conducive to a sound international policy regarding gold".

J.S has been foreseen from the outset, the Fund has not found it
possible under its Articles of .Agreement to condemn all forms of subsidies
to gold production. In fact, the Fund has now approved a revised fora of
subsidy which the Canadian Government will also announce tonight. This
new subsidy will take the form of compensation to individual mines based
upon their respective costs of production. Of course our Director in the
Fund participated in giving this approval, again because of limitations
upon the power of the Fund to intervene. We feel that the United States
remains free to assert its disapproval of anjr form of gold subsidy from
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its point of view as the largest gold-buying country.

¥e have therefore drafted a statement to be issued on behalf
of the National Advisory Council in the forni attached, which I request
you to examine closely.

One further matter: The State Department and Export-Import
Bank representatives to our drafting group expressed some doubt as to
whether the Council could appropriately make a statement concerning
domestic gold subsidies in the United States (see last paragraph of
the statement). It was agreed therefore that if any member of the
Council felt strongly that it would not be appropriate, the substance
of the last paragraph would be issued as a separate statement by the
Secretary of the Treasury. I suggested that you might want to associate
yourself with such a statement, but some of the people felt that this
might create the impression that other members of the H.A.C. had refused
to go along. There remains the possibility of your making your own
public statement on this subject. I hope, however, that difficulties
on this score will be avoided and that the statement will be issued on
behalf of the U.A.C.
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