August 22, 1947.

Pear Johni

I am sorry that I got swey before baving an oppertunity
to discuss with you a couple of matters relating to the administve-
tion of the Internatiomal Fund and Benk which give me considerable
concern. 1 should like %o give you sy views on these matters in
the following letter. I do not thimk thet this letter should be
distributed as = Hationmal idvisory Coumcil document, but if you thimk
it approprizte, you might send copies of it to the other members of
the Counell and discuss 1t with them in Executive Session.

¥y principsl comcern ralutes to the galary policles being
parsued by the Pond and the Bank, I sz not fully informed concern~
ing these pelicies, but from what I have learmed, I am very much
afraid thet theres is & public sosndel in the asking, It seems to
me thut these policies would not stend exsminstion by & Congressional
body and that the prestige cnd reputation of the Fund snd the Bank
night be sericusly dameged if public attemtion were fucused upon
thelr extravegunt expendlitures. Your correspondence this spring
with Congressasn Smithe-gee .:.0. Document 4li--is just a sample
of vhat we mmy expect.

In the first place, I am opposed in primeciple to the pay-
ment of tex-free salaries, and I thisnk s serious nistake was made
at the Savamnab Conference when it was sgreed thst the Fund and Bank
would pay sslaries on this basis, I was not present at the Savennah
Conferaence, but I registersd =y objwtiou at thet tise through M,
Enapp, vho wag representing me there, I sm fomilisr with the srgu-
ments whiek have been advanced to justify thie poliey, i.c. that it
vould esualize the "take-home pay® of nationsle of different countries
holding positions of equal renk in the Pund end Bask biersrchy. How-
ever, [ do not find this srgusment comvineing inm view of the general
disadvantages snd Ineguities of tax-~free payments. Lel me point only .
to the fact that, a» combrusted with the position of the greet tmik of
Ameriean citizens, American esployees of the Fund and Bank are rendered
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imsupe from chenges in the Federal income tax, and bachelors among
then receive the same "take-home pay® ns persons with dependents
performing the samse work.

How that the Semate has turned dows the proposal to o
empt from tax the sularies peid (o American natlionals by the United
Hations, I presume that it will de necessery for the United States
to inform the Fund snd Bank that it cammot give effect to the Reso-
iution passed &t Davennah calling on wember govermsents to grant
tax exemption to salaries peid by these institutions., 4s = result,
80 long a8 the Fund and Benk pay salsries on & tan-free basis they
will have to continue remitting iarge smounts directly to the
United States Tressury. I isegine that thie will be & very sore
point with other countries, who may well raise the matter at the

London Meeting,

It posme to me that our inability to lmplument the
Sevapnah Hesolution mow gives us e good excuse for reversing our
position and advocating the payment of all Fumd and Bank salaries
on & uniform taxable besis, I feel sure that we would emcounter
no serious chjections to such s chonge om the part of foreign coune
tries, I recognize that if this were done, the Fund and Bank would
have to incur larger sxpenditures; they would have to pay thelr for-
eign employses the same grose sslaries as smerican employees, and
would realise no saving on peyments of taxes to foreign countries
edace most 1f not all foreign countries have slready walved such
paymente, However, if salaries were pald gross, foreign eountriss
could go shead and levy taxes on their own nationzls, thue remedying
the present very unfair situstion in which only the United States
derives revenue from selary paymeants by the Fund snd Bank.

With regard to the Jovel of sslsries, 1 recognize the need
for the present high salaries of the top mansgement in the Bank, and
I suppose the ¥amaging Director of the Fund has to receive the saze
compensation as the President of the Benk, However, I thimk the
salaries of Executive Directors sre definiteiy too high and that
this bas led to gensral over-compensstion of the atafl sll the way
down the line. There appesrs to be & glaring disparity between
salaries pald to the steff of the Fund apd the Damk and sslaries
paeid to persons having egqual or greater reaponsibility in agencles
of the United EBtates Covermment. ZAeide from the fact thst this
creates u target for publiec snd Comgressionsl oriticisam, it does
not meke for good relations betveen personnel in the United Utates
Government and in the Fund snd the Bamk, Furthermors, this disperisy
hus led to am sxcessive drain of people from the U.S, Govermment to
the Pund and the Bank and contiomes to give those institutions an
oxcessive advantage in new recrultment.
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I do not suggest that an effort sbould be made to bring
the Fund znd Bank salary echeduies completely into iine with United
States Govornment standards, but I do thlmk that st leest half of
the present disparity should be removed through wholesale reduetion
in the level of salurles pald 4o the Zxecutive Direotors; ilternste
Directors, and staff offieizxls im the Fund snd the Bank, The
present sslsries have been fixed with sz eye upon the present high
retes of U,5, income tax, and a reductien in salaries now might
be compensated in part in the future through s reduction in Fed-
eral incoue texes. I do not belleve, however, that sction should
be deferred until such reduction becosse effective,

In sddition to these salury matters, I think the Coveranors
Heeting should scrutinive very carefully the obher ;rovisions for
employee benefits which the Fund and the Bank havs introduced or
propose to introduce, Again I am under the ljapression that these
are excessively liberal by comparison with similur benefite provided
to employees of the United Ststes Government.

A Tinal remsrk bag to do with the cuestion of how much
time the Exscutive Directors in the Fund znd the Bank (sad their
Alterontes) ought to spend on their jobs in order to comply with
the By~lawe adopted at Savamseh requiring them “to devste all the
time snd sttention to the Fund (Bank) thet its interests rejuire®.

I beve no resson to believe thet the Hxecutive Directorsz of the Pund
have beeu spending more time on their Jjobs than is necesssry in view
of their great and contimuous responeibilities, In the cumse of the
Bank, hovever, sspecially under the nev zenagesent, I wonder if the
Ezecutive Directors need to spend anything like full tise on thelr jobs.
In faet, I should think that neetinge st momthily or even longer lne
tervals would be sufficient to enable the Bank's Boerd to mske de-
cisions regarding the Bank's lending and borrowing operations. I
presune thut this policy could be carried out under the terze of

the present By-law 14(d). If this policy wers adopted, I womid gug-
gest thet fxecutive Directors snd thelr Alternates be compensated

on the basis of &« substanticl per diem for sttendance et westings
rather than through payment of selaries. £o far as the U.B. Director
and bis 2lternsts sre ooncermed, I wvould mssume that Mr. Hlack could
be given an appropriate position im the mensgement of the Bapk and
that Mr, Hooker could revert to his status as an empioyee of the
United Otates Govermmenmt. Problems might arise in the case of some
of the foreign directors, but I imagine solutions could be found.
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I do not know to whet extent it will be poseible for
you to deal with thege matters st the London Meoting or other-
wise, but I belisve they deserve your moet serious consideration.

Sineerely yours,

¥, &. Bocles, Member,
Rational Advisory Cemunell.

Honorable John ¥W. Onyder,
feoretary of the Treasury and
Chairsan of the National Adwisory Couneil,

Treasury Department,
ﬁuh&nﬂ%& 25, b, Co
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