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October 5, 1948.
Tos M. Eccles
Frods M, 8. S

2
1. General /

The Governors of the International Fund and Bank, in Washington
last week for their Third Annual Meeting, generally agreed that the Fund
and Bank were being operated as well as could be expected under current
world conditions. While both institutions hed hed difficulties, it was
recognized that these were due to proi)lems whose magnitude was such that
the resources of the Fund and Bunk could not meet them. The hope was
widely expressed that the ERP, involving U. S. Government funds greater
than the amounts of dollars availeble to the Fund and Benk, would bring the
world back to o degree of relctive stebility in which the Fund and Benk
could perform their intended functions.
2. Dissent

The dissenting views expressed at the meeting were much milder than
had been anticipcted. The Czech and Yugoslev Governors objected that the
annuel reports of the two institutions dwelt unduly on recovery problems in
Western Europe and completely ignored the grezt strides in recomstruction and
production in their countries, and th:t the reports trected the ERP as if it
were purely an economic program instead of having importent politicol wspects.
They also supported the Polish Director in his objection to the lending policy
of the Benk., As to this latter point, Mr. Cleyton for.the U. S. noted thct
the Bank must meke its loons to countries thet h:ve prospects of earning
the dollars needed for repcyment, and that if cny country chose =2 policy
of orienting its trode awcy from Western Europe end the dollar creu, this
fact could not be ignored in considering the country's sbility to repcy. He
elso pointed out thot the Bunk must obtain its dollars in the imericen market

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Digitized for FRASER

-2

tnd therefore public opinion in Americ:. as to the Bank and its lending policy
must be reckoned with, especizlly since there is now no other market source
for Bonk funds. The relative mildness of the criticisms vds, of course,
influenced by the Fund's having just permitted & drewing of $6 million by
Czechoslovokie, and also by the Bank's assurunce of 'early actlon on the

proposed loaons to expand timber production in Ecstern Europe.

The criticism of the Bank's lending policy by representctives of
Latin American and other countries needing development locns wes also milder
than expected. Apparently they accepted Mr. McCloy's cssurcnces that the
Bonk was preparing to be much more cetive in the field of development loans.
(There is cttoched a summory of locns mede by the Bonk as of June 30, 1948.
Likewise, there is attoched o sumuary of drawings on the Fund as of July 31,
1948) .
3. Election of Naew Directors

In the election of Directors for the next two years, there were
few changes. Apart from the five Directors oppointed by the five biggest
members, there were elected nine Directors in each institution to represent
the remcining member countries. The Middle Ecsternm countries and Greece haod
previously formed = group electing one Director, but with the admission of
Turkey, Syric ond Lebenon to the Fund rnd Benk, the Middle East will form a
group without Greece and will be represented in the Bank by a Turkish instead
of a Greek Director. A new grouping of Itcly, Austriz, and Greece will be

represented by Itclicn Directors in both institutions. The Austrelion

. Director will now represent o group consisting of his country and South Africa.

The group of Czechoslovokiz, Poland end Yugoslavie continues to hove a

Director in each institution but there will be = new Czech Director of the

-Fund in pluoce of Mladek who is an anti-communist. Finlond will also be
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represented by the Czech in the Fund and the Polish Director in the Bunk,
but this is considered to be a technicality rother then reflecting any sig-
nificent politiccl decision on the pcrt of Finlond. There will continue to
be two Latin Americcn Directors in each institution; the Fund Directors will
be from Venezuela (instead of Mexico) and Brazil, and the Bonk Dircetors
will be from Colombio (instecd of Chile) and Cubr.
4. Future of Bonk Directors

The United Stautes put forword the suggestion thet committee

study the possibility of changing the Benk Directorships from a full-time
to a port-time besis, and the suggeétion wos rccepted without ineident.
Two years cgo at Savonnch, the United States vigorouslyvinsisted thot the
Fund Directorships should be full time, and those of the Benk were moce full
time by the same resolution. Subsequent developments heve borne out the
wisdom of setting up tho Fund Directorships as full-time jobs, but it now
seems thot the functions of the Bunk could be performed adequotely by the
President ¢nd Stuff with review and policy consultotion by the Directers-at
perheps monthly intervéls. The resoluticn contemplzting this possible chenge
in the Benk directorship provides for the crention of « committee "to con-
sider the provisions of the Article: of agreement and By-Lows of the Bonk
relating to the duties and remuncrection of the Executive Directors ¢nd their
elternates and to recommend to the Board at or before its Fourth innucl Meet-
ing cny changes therein which such committee shall deem necesscry or
advisable." The Cormittee consists of Belgium, the United Stutes, the United
Kingdom, Cuba, Finlcnd, and Chine - cad Belgium is Choirmen. I wes asked by
the Governor for the United States to act as his deputy. The Committee hos
tlready held three meetings, cnd will continue to meet from time to time

until it sutmits its report early in Jenuery, perhaps in London or Brussels.

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Digitized for FRASER

http://fraser.stlouisfed.

-

5. Suggested Supervision cof Loccl Currency

The Dznish Governor suggested thet when the Benk extends credit
to a member country it should retcin supervision cver the locezl currency
that the country receives from selling the imported goods to its notionals.
This would par:llel the requirement thet the United Stites mokes in comnection
\rl’ch‘ ERP gronts. This proposcl will presunmc.bly be under study during the com-
ing yecr, but there would appezr to be mrny ruisons why it would be undesir-
able for the Bunk to try to exercise any such power.
6. Suggested Source ¢f Lending Funds

Mr. McCloy broughtforward o suggestion that member countries shouid
generclly permit the Bonk to use, for the purpose of meking loens, at least
a port of the loerl currcucy that they hove prid in on their capital sub-
scriptions. Sir Stufford Cripps and Mr. Lieftinck, however, mcue stotemento
as to why the U. K. and the Nctherlcnds are not in a position to consent
to such capit;;l exports from their countries at present.
7. Conclusion

While I =zttended prictically all of the sessions, I wos specificzlly
the U. S. Governor'!s zlterncte on the Fund's Rules cnd Regulrtions Coumittee.

The Governors decided to hold the 1949 Annuzl Meeting in Washington,
but voted that next year!s meeting should ‘consider Paris as the site of fc,he
1950 neeting.

The Chairmcn of the Borrd of Governors of the Fund cnd Bonk weos
The Honorsble Yun-Wu Wang of Chinc. The new Cheirmn of the Bourd of Governors
of the Fund ond Bank is M. Mendes-Frence of France.

The Third Annucl Reports of the Fund and Benl: are now cvailable znd
ony Board nenber desiring copies moy obtoin them directly from our Internationzl
Section.,

Attached hereto is a list of the U. S. Delegation

org/
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The following table shows loans extended by the Internctionel

Benk as of June 30, 1948:

Frence
Netherlaonds
Netherl:ands

shipping compcnies#

Dennark
Luxembourg
Chile

Unused belance
of commitment

Millions of U. S. dollers)

Locns Disburse-
cuthorized nents
250 250
195 195
12 12

40 16.4

1z 8.6
16 0

#* $8.1 nillion of this loan was extended by 10 U. S.
Commercizl brnks and guarcnteed by the Internationcl

Benk.
Totzl drewings on the Fund to July 31, 1948, by country are as
follows:
ERP Countries ota Drewings
{In millions of U. S. dollirs)
In U.S.
2ollers QOther Tota
Belgium 225 33.0 — 32.0
Dennark 68 10.2 - 10.%2
Fronce 525 125.0 Z- e/ 125.0
Netherlands 275 62.5 6 e
(6.8 b/ 75.3
Norwey 50 5.0 L6 cf 9.6
Turkey 43 5.0 - 5.0
United Kingdom 1,300 300.0 - 300.0
540.7 558.1

a/ Dollar equivalent of purchase of sterling
b/ Dollcr equivalent of purchase of Belgien frencs
¢/ Dollar equivalent of purchase of Belgian freones

Qther then

ERP countries

Chile 50 8.8 - 8.8

Ethiopia 6 . 3 _— . 3

India 400 A —— ble?

Mexico 90 22.5 — 22.5
75.8 75.8
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United States

- Delegation

Federal Reserve Bank of St. Louis

John W. Snyd'ér )
Secretary of the Treasury

William L. Clayton
Adviser to the Secretary of -
State

Frank A. Southard, Jr.
Associate Director, Div., of

‘Research and Stetistics

Federal Reserve System

Eugene R. Black
Executive Director, Bank

Howard Bruce A
Economic Cooperation
Administration

Preston Delano
Camptroller of the Currency
Treasury Department

Edmond M. Hanrahan

Chairman, Securities and

Exchange Commission

Paul G. Hoffman
Administrator, Economic
Cooperation Administration

John S, Hooker
Alternete Executive
Director, Bank

Thomes J. Lynch:
Genersl Counsel,
Treasury Department

William McChesney Mertin, Jr.

Chairmen, Export~Import Benk

Garrison Norton
Assistent Secretary of State

Andrew N. Overby
Executive Director, Fund

Cherles S‘awyer
Secretary of Commerce

James J. Sexon

Assistent to the Secretory of

the Treasury

Governor (Fund and Bank)

Alternate Governor
(Fund and Bank)

Temporary Alternate

Governor (Fund and Bank)

Adviser (Bank)

Adviser (Fund and Bank)

Adviser (Fund and Bank)

Adviser ( Fund and Bank)

Adviser (Fund and Bank)

Adviser (Bank)

Adviser (Fund and Bank)

Adviser (Fund and Bonk)
Adviser (F\md‘ end Bank)
Adviser (Fund)

Adviser (Fund and Bonk)

4dviser (Fund and Benk)
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United Stctes Brent Spence Adviser (Fund =nd Buonk)
Delegation Congressmon, House Coumittee

on Banking and Currency
(continued) ' .
Allen Sproul hdviser (Fund snd Bonk)
Pregident, Federzl Resorve
Benk of New York

M, S. Szymczak Adviser (Fund and Benk)
Member, Bocrd. of Governors
‘Federzl Reserve System

Wayne Chotfield Teylor hdviser (Fund and Benk)
Economic Cooperction

Lduministrotion

Chorles Willicm Tobey Advigser (Fund and Benk)

Cheirmrn, Sencte Brnking
and Currency Committee

Robert F. Wogner , Adviser (Fund and Beonk)
Senate Bunking ond Currency

Committee

Jesse Paine Wolcott Adviser (Fund :nd Benk)

Congressman, Chcirman, House
Bonking and Currency Cormittee

Howthorne Arey Techinicel Adviser to
Export-Import Benk Delegation (Bmnk znd Fund)
Elting Arnold " " n

Treasury Deportment

George L. Bell " " "
Commerce Department

Henry J. Bittermann n " "
Trecsury Department

Thomrs C. Bloisdell, Jr. " " "
Commerce Depertment

Clzrence I. Bleu n n I
Commerce Depcrtment

Janes R. Brooks " n n
Commerce Department

Chester L. Ccllander " n n
Treusury Department

Philip E, Colemcn, III n " "
Board of Governors of the
Federcl Reserve Systen
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United States Lewis N. Dembitz Technicel Adviser to
Delegation Borrd of Governors of the Delegation (Benk and Fund)
. Federal Reserve System
(continued)
Herbert E. Goston " u "
Export~-Inport Bonk

C. Dillon Glendinning " " "
Treasury Depertment

J. Burke Knapp " " n
Stute Deportment

L. Werner Knoke 1 n "
Feder:cl Reserve Bank
of New York

Welter C. Louchheim, Jr. " o n
Securities and Exchonge
Commission

Jemes A. McCullough n it n
Econonic Cooperation
Adnministrction

Raymond F. Mikesell n »n n
Stote Deportment

Winfield W, Riefler " " "
Board of Governors of the
Federsl Reserve System

Arthur Smithies u " n
Economic Cooperation
Administration

Horold R. Splegel " " n
State Department

Fronk M. Temeogna " " n
Bocrd of Governors of
the Federzl Reserve Systen

Rifat Tirono n " n
Export-Import Brnk

Henry C. Wallich " " n
Econonic Cooperation
Administration

George H. Willis " n n
Trecsury Department

John Perke Young " " "
Stete Department

Wolter C. Souer
Export-Import Bunk " " "
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