June 28, 1948
Chalrmen MeCabe ‘ Toduyte Hil meoting
Levis N. Dembits

In 2ddition to the m-tter of the Jep:nese Exchenge Rete
apd the matter of the mumber of Executive Pilreetors of %he Iatere
notional Pund «nd Benk, s third {tem hee been ~dded to ths sgemds
for thir -ftornoon's NiC mseting «s followss

¥hen EC. makes grunbts to = country thal does mot have s single
definite rote of exchumgs, it is necessary for the idsinistr-ter, after
conpaitotion with the ¥:i0, to determine how much loexl curremey shouid
be deosited for wsch dollisr of gronte received, V¥hen the Couneil com-
sidered this subiret on Muy 27, twe slternstivey in the enge of Fruonce
ware dlscusged:

(1) To use the aver-ge sellimg r=te whiech is sppliecnle
gemers1lly %o the srovidimg of dollars to Fremebh imcorters,
nov <hout 260 fromes to the dollor: or

(2) To use the "offielsl® selling rote of sbeut 214
frsmes to the dellsr, vhich (ce » usesure of price sub-
sldfestion in h-ams ig curvently walloble to importers
of certeim bosle ecompodities) this rete would be sppli-
cible to imports of these bogle commodities, vhile the
rate of :baut 260 would be syplicshble to ether imports,

There zeened to be = fairly strong ocse for the unifors spe
plicstion of the 260 rote, since this is clesrly the "reclietic® rate,
To the extent thet Fromee imports basic commoditiss from ths doller
spéz snd selle them loeslly for fremes on the bawls of » reote of 214
or lers, this constitutes the selling of the goods on » subsidired
hasis. If Fromee hed to moke deposits in the specisl secount st the
260 rate, she would hove to find some mesns of reisimg the extr: fromce
{sbove the 214 frames received from the psle of the goods) im order to
meke the deposits -t the 260 rete. 1If the U, 8. permite deposits %

w pate of 214 instead of 260, we :ve im effect finwmeing the subsidy
by relisviag Fromce of the mesd of Sepositing the full velus of the
goode in the -ccount,
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Chaiynup Melobe ..

On the other hamd, «t the Council meebing of Mey 47, the St=te
Dupsrtment aade « gtrong case for permitting deposite =t the 214 rate,
mmmsmummammuwmmu
would ¢euse undue Finsnedsl digloestion in Frooce. After
the Councll  greed thit twmﬂamxmmmﬁpru-hnﬂﬂg
Promoe might deposit om $he besis of the secomd ~ltermative sutlined
sbhove, welag the 214 rate for hesde commedities. IS was greed thet
the motier vould be reviswed ister for the Juiy-Berbember u réer,

Bov-use % howr sot yel bosn possible So vork cud = estisliotory
zlberpotive, the Btaff Commitises L6 pov reccumending thet the bapls
used for the ipril-Jume susrter be contimwed for :mother three moubhs.

I feel that the permitting of deposite % the 214 rete is undeeirble
bee use it swens to reward Frince for suheldising certoinm lmporte by
neang of a multiple exchopge rate; other coumtriss, ~here they mubgidise
the suls of imported goods, mmet mske deposits »t the full rebe «nd susd
sprange Yo voise from domestic sources the mount of the suhsidy,
Bovevsr, under pressut circusstances, I would recommend that you ugprove
the comtimm:tion of the sres.at Basis {io Pronce for smotber thrse wmonths.
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