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Jutline of Principwel Points To e Covered in
Discussion of Internationel Honetary Fund
and
International Bank for Reconstruction and
Development

Status of the two plans

Fund. Joint statement on fundamental points in the Fund agreed uson by
expcrts of the United States, Engleond, Russis, cad oth:r countrios.
o Covernment is formaily comaitted. In Jractlcg, the Governwents
are committed, coxcept that Congroess can refuse to ra 11;.

Bank. fome {iscussion of draft with the British, BRussisns, snd others.
No agrecmente.

tence of plan for Internationcl ilonotary Fund
Purpose. To contribute to the restorailion of international trade z2s aa
cosentinl oart of world economic recovers and of schievezcnt snd

mointenance of full employmcut

General mothod

(2) Establishment of machinery for internetionul cooperation in main-
taining stability of exchenge votes, vitn opsortunity for orderly
adjustuaents without deflation or hormful restiiction of trade
Creation of & reservoir of various currencies available for set-
tling bslences,

(o) Fund not in azny woy to interfere with gencral exchange merikct but
only to deal zitn central authoritics at their initiative,

Sourcc of funds :

Contributions by member countries aggrep=ting ebout U3 biliion for
the United Nations and the nations nssociated with them, “10 billion

for entire world,

Form of funds

Cold ond locnl currcneiec. Gold to be 25 per cent of quota
10 per cert of holdings of gold and gold-gonvertible oxchange,
whichever is the smeller, ;

S8ize of quotas

Detzils ©o be vorked out ot confercnce. The United States Trezasury
recomnendalion is that the [ormula tuke into consideration national
income, internationcl reservos, forcign trade, and vorietions in
expoTLE.

Richts of countries to use of Funu

They sre entitled tc draw up to their quotas slus their gold con~
tributions., Ilore, w ta Uprovnl of Tund.

Limitations - not in cxcess of 28 per cent of yuota a ycar and
gubject 2lso to such limitaticns as are indicated in subscquent
paragraphs. (Sce VII, VIII, IX, and AIII.)

Fund'e povers to iuflucnce policies of members

() Fund can serve notice that it viil not permit further drefte ofter
an indicated period if a member is using the resources of the Fumd
in @ manper contrary to the purposes of the Fund. Before ;iving
notice the Fund must issue to the country & report exploining the

reagons,

(b) Fund excrcises vids control over exchengc rate adjustments ond
exchange controls. (See X snd XII.)

(¢) Fund ney recuirc capital wmoveients to be controlled. (fce VITI.)
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YITI. Current tradc vs cepital movemﬁnto

The Func is for the nurpose of facilitating cuwrrent trade, not to
finance capital movemcnts. It hes real power to ropulate cub-
stantlel capital movemcnts from o country us:mg the Fund for thet
purpose, Only goneral morol svasion if capital exports are met
out of other rcsovrces.

IX. Secarce currcncies
Then the supoly of @ given currcney beconc: lovw the Fund can
deeclare it to be scarce and can apportion its suouly smong member
countriecs. lembers can then ration the scearce currency smong
their netionals,

Y« Exchange rates ;

(c) To be agreed upon betieen member countrics and the Fund,
(b) Fund camnot change a country's rete uithout its consent. (Sec XI.)

(¢) dember can change by 10 ver cent without Fund's sermission, other
chenges only with permission, Func may be asked to moke decision
in two dayes if further change recuested does not exceed 10 der
ccnt. TFund is expected to dermit 2 change vwhen it i5 essentiol
to the corrcction of & fundamentol disesuilibrium. Iund ghall
not reject a rn;uested chunge nececsary to restore ecuilibrium
because of the domestic social or political policies of the
country aponlying for = change.

(d) Fund expectod to be more willing to epprove chenges during nost-
var reconstruction period.

(e) It is understood (though not stated cxolicitly) that a country
which depreciates its currency must moke up the resultent loss
to Fund.

1. Gold valuec of currencies

Volue of currencies to be expressed in gold.

Fund can change gold velue of 21l currenciss at cnee (which
would not change cxchange rates), provided all countrics
with 10 per cent of wvotc azrec.

XIT. Exchonge controls

Ixchange controls to be removed by each member cob soon as possible,
except in respect to capital movemcnts. No nev controls or
special currcncy arrangements to be nade without svproval of the
Fund,

XITiI. Other gold features

(2) Countries with gold coniributions of lese then 25 per cent of
guota must bring it to that level vhen their gold and foreign
exchonge regources increase above the amount of their cuote,

(b) Countries with zold and foreign cxchangc reserves equal to their
guota must pay for heli the loreign exchunge they obtain from
the Tund with gold.

(c) Countriecs accuiring gold und Toreign exchange beyond the amount
of their quotas must usc half of it to repay the Fund for exchengs
they have obtazined from the Fund.

(d) Countries must sell gold through Fund, if they can do so a2s
advantageously «s othervise, except nevly-mined.

(2) Countries' obligations to buy or sell golc not stated, but ratacr
implied in undertac<ing to meintein exchange rate. Shouls it be
soelled out?

XIV. Hanageaent
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Vour-fifths votc (including vote of member concerncd) on chinge ol

yuota. V%
b 3 > (Jv &/L -

Executive comritice oi/hine nenbers.
V. fight of withdrawal

Upon notlce, withdraving country obllvod to meet ite obligationsg to
Tund in & reasoneble time.

WVI. Jetters of speciel concern 1o Federal Reserve System

(=) General interest in economic stebility to which the Fund should
contribute.
/It

(b) Regularization of gold flows. If the plen is guccessful the United
Stetes will get less gold than if no plan wagjf“ pted. II it fails,
the United States ic not likely to get eny more then it would heve
received without the pler, or is it?

(¢) System has 2n intcrest in the initial exchange rotes to be astablished,
(The higher the pound is, for instancsc, the more export surplus ve
are likely to have.)

(i) Speeifiec points to watehs

(L) cenner of pzying in United States contribution.

(¢) Participation in management through membershi; on a committes
to help sclect snd guice Amcrican director.

(%) Additionsi powers to absorb member beni reserves, Do we nsed
them, =nd :hen?

(4) In preperetion of plan System wight favor: (z) inposition of
an interest rate on funds drawn fros Fund above country's
golc contribution; (b) some method to regulate period for
which funds are kept; (c¢) more explicit and effeetive
orovisions for preventing speculative capital novements;
(8) explicit stotement that the Fund can malke @ report to
any mciober couatry, wnether it is using the Tund or not,
indicating that its =2ctions are contrary to common purnoces.,

C. Substonce of Bank plan

(a) Capitel - “10 billions - 27 per cent in first vesr and no more than
20 per cent a year, Small part Ln gold - rest in currency.

(b) Onerations
Loans and guarantees of lorns for purpose of productive enter-
priscs - Governments or central banks to guarantee repryment.

Jdo loans to be made or guursnteed by Bani vithout opprovel of
country in vhose currcncy loan is nade. -

tuerys Lust country also zgrce as to vhere money is to be spent?

(e) =Ho looms to be made or gusronteed, uniess privete funds are not
othervise zveilable on recsonable terms.

(@) lianagement
Governing board and executive coumittee,

Votes in relztion to capitzl contributions.
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B, . C INTFRNATIONAL MONETARY OD
P ; Chief Peints of Agreement in Joint Statement

I. Subscriptions to Fund

A Fund of $8-10 billion subscribed to by member countries according to
agreed quotas.

A member subscribes 25% of its quota or 10% of its gold and gold-converti-
ble exchange, whichever is smaller, in gold, and the rest in local
funds.

Changes in quotas possible only with 4/5 vote and approval of member
countries concerned.

IT. Limitations on Fund's Operations

Can deal with member countries only through Treasuries, Central Banks,
Stabilization Funds, or other fiscal agencices.

Operations limited to lending to member countriecs as outlined under III,
gold operations as outlined in VI, borrowing from member countries,
and offering gold to member countries in exchange for their currencies.

Fund's account in 2 member country to be kept at the Central Benk of the
member country.

ITTI. Borrowing Privileges of Member Countries

In general a member  country ie entitled to get foreign exchenge from the
Fund in exchange for its own currency up to the amount of its guota
plus its gold contribution provided that the foreign exchange is cur-
rently needed for making payments in that currency, thaet the country
can get no more thon 25% of its quota in foreign exchange in any 12
nonth period, that the currency needed has not been declared scarce,
and that the Fund has not given previous notice that the member is
suspended from making further use of the Fund's resources on the
grounds that it is using them in a nmenner contrary to the purposes
and policies of the Fund.

The Fund may waive any of the conditions above.

A member may not use the Fund's resources to finsnce a large or sustained
outflow of capital.

IV. Scarce Currencies

The Fund may declare a member country's currency to be scarce in the Fund,
and mey apportion its supply among member countries.

When a currency has thus been declared scarce all member countries are
authorized to ration their supplies of the currency among their
nationals.

The .Fund must issue a report analyzing the causes of the scarcity and con-
taining recommendations designed to bring it to an end.

V. Par Values of Currencics

Initially established in terms of gold by agreement with member coumtries.

Members not to buy gold at a price which exceeds the agreed parity by more
than a prescribed margin, nor to sell gold at a price which falls
below the agreed parity by more than a prescribed margin.

A member may alter the par value of its currency by 10% without the
approval of the Fund.

All further changes arc subject to the cpproval of the Fund, but a member
requesting a change of a further 10% may request the Fund to act on
it in two days.

The Fund shall approve a change when it is essential to the correction of
a fundamental disequilibrium.

There may be = uniform change in the par values of 21l currencies pro-
vided all countries with 10% or more of the votes approve.

VI. Special Gold Provisions

Members are expected to sell gold through the Fund if it is egually ad-
ventageous to them, except for newly mined gold.

Members with gold and gold-convertible exchange equal to their guots must
pay for half the exchange obtained from the Fund with gold.

Members acquiring gold and gold-convertible exchange beyond the amount of
their guotas nust use half of it to repay the Fund for exchange ob-
tained from the Fund, and, in addition, to build up their original gold
contribution to 25% of their quota provided it was less than that.

VII. Exchenge Controls '

Members agree to abandon exchange controls on current account transactions
as soon as they consider it possible.

Members cannot impose ncw controls on current transactions without the ap-
proval of the Fund.

VIII. Management

A board representing all members.

An executive committee of nine members including the representatives of
the five countries with the largest quotas.

Distribution of voting power on both the board and the cxecutive committee

‘closely related to guotas.

A1l matters settled by majority vote except for changes in quotas and de-

cision to make uniform change in the gold values of all currencies.
g IX. Withdrawal
Digitized for FRASER Oon giving notice.
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INTERNATIONAL MONETARY FUND

Chief Points Which Must Be Settled At The Conference
and Other Points Which May Be Discusscd

I. Subscriptions to Fund

The formula for determining quotas must be settled. The leading formule
is the Treasury one which takes account of national income, gold and
gold-convertible exchange holdings, and foreign trade.

The formula for gold contributions may be further discusscd.

The definition of gold and gold-comvertible exchange holdings must be
agreced on.

The arrangements for payment of subscriptions must be settled, particu-
larly the way in which local funds may be subscribed.

The time at which the Fund beging opcrations must be determined.

II. Linitations on the Fund's Operations
None

IIT. Borrowing Privileges of Membcr Countries

Provision should be made for levying a small interest charge on a mem-—
ber's net indebtedness to thce Fund.

Provision should perhaps be made for reguiring o member to reduce or
climinate its indebtedness to the Fund over a specified period of
tine, provided (say) that its indebtedness cxceeds 1/4 of its quota
on the average of a three months psriod.

The notice provision must be carcfully worked out. Presumably & member
should be allowed to continue drawing on the Fund for a limited
period of time after noticc has been given and up to a specified
maximum. Perhaps the period of notice und the specified maximum
should depend on the extent of the mewmber's indebtedness to the Fund.

The conditions under which the Fund may give notice muay be further
spelled out. :

The conditions under which the Fund can waive the quantitative limits on
a member's right to obtain foreign exchange from the Fund may be
further spelled out.

IV. Scarce Currencies
These provisions may be further discussed. Possibly countriecs adeguately
supplied with gold or the scarce currency should not be allowed to
ration the scarce currency simply because the Fund's supply is %@«
coming exhausted.

V. Par Valuegs of Currencies

The provisions concerning 10% changes must be spelled out. It is not
absolutely clear on what base the 10% will be calculated, for exam-
ple, if a change has been made and approved by the Fund since the
establishment of the initial rates.

The way in which initizl par valucs vill be determined must be further
discusscd,

Therc may be further discussion of the conditions under vhich the Fund
shall approve a change in par values.

VI. Specizl Gold Provisions
The provision which says members are expected to scll gold through the
Fund will not in practice force them:to do so, It is possiblc that
this nroviaion canld ho tightened 1n,

VII. Exchonge Controls
The provisions goveruning the relaxation of exchonge controls after the
war arc very loose. No member can be forced to abolish controls at
any time. These provisions should perhaps be tightened up.
There is no requirement thot members control disturbing or speculative
capitel movements

VITI. Manegement
The formula for the distribution of voting power must be agreed on. A
formula sinilar to the one in the Revised White Plan would appecr
to be reasonable, The distribution of voting power in the Executive
Committee will presumably have to be based on the assumption that
certoin members of the Executive Committee will represent members
which are not directly represcnted on the Executive Committee.

IX. Withdrawal
The arrangements for reciprocal liguidation of obligations must be
worked out.
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