Committde 2 of Comsiteston T (V.
Convened at u.oo‘i-':.: Moo a1y
Delegate Maletin of Union of Soviet Socislist Republics
presided until appointment of Viee Chalrman,
Delegate Mackintosh of Cenada.

MR. MACKINTOSH: As the Chairman sdid, the sssignment
of this committee is concerned with section 3 and the
following sections of the Joint statements and the
committee document 1. The first question toc be considered
by the committee is the sale of exchange. You will find
material has been prepared by the secretariat on pages
§ to 7 of the document F-1. This materisl covers section

® 3, provision 1, 2 and 3 of the joint statement of
principles. If it 1s sgreeasble to the committee I would
propose that we proceed with the Adiscussion of the

document F-1, section by section. The first section of
the document for the first section of the joint statement
there 1s an slternative (a) suggestion. The original
statement "Exshxmmxhar "Nember countries shall deal with
funds" ete. (balance of statement resd)-- is replaced by
& e slightly revised statement (statement read). The seeond
sentence of the joint statement, we are told, is to be
‘dealt with elsewhere in the document. Ts there sny
uomdd of that M and MW“
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: Mr. Mesckintosh: I would suggest 1t would probably
be better in dealing with slternative (s) on page 8 «

Having dealt with 1t we might them come back to this
clsuse, 4£f there 1is sny consegquentisl amendment that
would have to be made. Is there any other discussiom

or is it your wish we should pass om to section 8.

Under section 2 you have very substantisl amendments

in alternative (a) and additional amendments in alternative
(¢) and (b). The meeting is open for discussion of

proposals on section 2.
Delegate from United States - Brown:

Alternative (a) which has beem proposed by the
United Stoetes after some dliscussion 1s designed to
elarify and state the position of the United States of
America in regard to the sectlons of the Joint statement
2 (a),(b),(c) and (d)e I think everybody here realized
that this 1s one of the most important sections of the
Joint statement. The statement as it appears im the .
Joint statement of pximmtpxt prineiples by itself 1s not
sufficient and that the statement in the joimt principles

L
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and under certain eircumstances have a right to point out
the conditions that are violated and have some diseretion
in refusing.thaxzightxafxxssaxs The right of asccess to
deal 1s primerily a right and not & privilege. Regarding
this section, we provided this provision in order %o glve
us all the ald in attempting to state the right to the
conditions under which that right should be exercised. I
do not know how the Chairman will go on with the discussion.
I think the discussion will, however, begin with the very

first cleuse and it will probably continue and the separate

cleuses will be tsken up one by one.
Mr. Mackintosh:
Shateman: This is & highly technical section of the

document - I refer to the statement of the representative

of the United States - Alternative (a) represents to

some degree a compromise which when used - I note that

in condition 2 of alternstive (a) --shall I stete it this
'q = I note that we have alternative (a) which has SNB
—-owumm_m«ﬁoputm
You have also (b),(c) end (d). (b) and (4) are conditions
to alter funds, particularly clsuse (¢) of the section. Is
it agreeable to the committee that we should proceed to
diseuss this clause by clause or 1s 1t better to diseuss

section 2 as & whole. uﬁmuuw*m uggest we
uu.nmcmud-ﬁ. f

respect to 2(a) of the join




Delegate from
May I suggest that section 2(2) of the Americen

proposal be reserved until we come to the dimulcpnl of“
Scarce currency and then come back to it and proceed
to 2(3) which is the same as 2(c) in the original
document.

Nr. MMokintosh: I take that to be agreeable to
the committee. I am sorry I misstated the situation
before. The clause to which there are a number of
alternatives 1s Clause 2(¢) of the Joint statement of

. which there is alternative (a) as number 2(8), alternative
| (b) alternative (¢) and (d)s We are axt open for discussion

on clause 2(¢) and the various alternatives proposed tov
it.

Delegete from France:

¥r. Chairman, is it better to discuss now the
amendment (d) or first to discuss the other mﬂ

¥r. Mackintosh: I suggest we u‘hg um.. ih- 113
in order - a, b, ¢ and 4. el

nulmto from Australia: 51 afeetory sfeten

¥r. Chairmen, l‘.ltomuvg (\) m ’ bank %%‘:w

Australias bounn we felt tho nn" m.e“' u:. &a"&r

of the fund as contained in the fofnt ste encab and |
®s Totained In #(3) 4o not provide seffistant ariiil
in the uuafnnunﬂ‘ n&%"“@"

.ﬂ“lhrd mt.‘ > 'h‘ﬂ"‘iﬂ ‘ lﬂ . I "
Fiage OF rex matarka and fooa sbuirh. Ehats's 2 Mg
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this fund 1s intended to provide countries with workling
balancea that they draw out in some yesrs. They are
expected to pay back in other yesrs of others. df“'imn.
if the proposal we put forward 1s sdopted or alternative
(d) 1s adopted it would be perfeectly satisfactory as far as
Wwe are concerned. We know, of course, that if there 1s &
great deal of 11;cr'ty permitted to a country then to that
extent 1t will be pledged subsequently to pay back to the
fund & larger amount but we feel that for s number of
countries this greater deiree of elasticity 1is essential.
It 1s difficult to dlseuss this with the absénce of a figure
for quotas but wmtever the quotas will be, some greater
degree of elasticity will be needed. Of course 1t s true
thet the fund can any time waive the restrictions but the
lenders use of the resources of the fund - But that would
meen, eertsinly in the case of iustralia, that every few
yeers we should have to apply to the fand for permission
to meke further use of its resources then was Mﬁﬁih
mnnmmmm.&u%hd&‘t&
and that, I suggest, -uu not be s nﬁiﬂcuf"n‘u.
for xpxshk any mm ‘my a1 bank to
itself in. It would mx,-w “
Tescurces needed to meet s Semporery M m
belance of mmamts payments would "_ et
fund. It would have to * “

@ .
. S
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wr. Mackintosh: I think it would assist in
the discussion st this point if the delegate of the

French Committee would explain alternative (d) whidh
is directed to the seme point which, as I understand
it, is a slightly different method from that proposed
by the Australisn delegate.

French Delegate:
I wish to state that the purpose of amendment
(d) is as much to the interest of the fund as in the
interest of the countries which wish to make use of the
resources of the fund. In the present draft of clause
2(e¢) a country has ind;cuent to use the resources
of the funds in a regular way even though 1t has ndt
met the specific requirements. The reason is that 1if
a country does not use during the first period of 12 months
then during the second and third year the country may not
be able to retain the total rescurces which the country
thus doing should be entitled to so that the lack of
* possible urryom will have the mbahl‘ erfect to
increase the ancant of eurremeies -u.h the fund will
hold - - The reply to this u-;-.t-y, of course, be
that “ﬂfﬂ“ are ut entitled to appeal to the
resources o;vtho l‘pl o::op?m current purposes. ‘
there are « number of cases _where & country might think

§ﬂe* %
that 1f 1t would have a possid:

Lem i ﬁ?ﬂlta rs 1@3 im*

rosoar
LET lH’ e m,f.’
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‘would be acceptable to others - the seeond point of the
fesue i{s the specific rigures which have been mentioned.
On the matter of the specific figures, if those figures
are considered to be not quite appropriste it would be
quite favorable &m the French delegation would be pleased
to revise those figures 1f the majority of the delegates
would think those figures inappropriaste - but on the

question of the meimsipak prineiple, I think 1t 1s in
the interest of the fund of acdepting that prineiple.

I wuld just like to mention a very small point which

T have slready mentioned in Atlantic City that we do not

need any more which either complicates the wording

or confuses the meéaning. Thank you.

thxtrnsny
¥r. Mackintosh: Is there any further discussion?

‘Dclognto from Norway:

I bet to state that the proposal of the French
delegate - I think that the principle laid down in
Alternstive (d) is much better reading. The Fremeh
delegate has slready forwarded the arguments whiech I
think. The word of the joint statement m M
be m v s

" Russia's Delegate: - 'W

rmm.nhow-m.

LA
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freely, will more liberally use the resources of the
fund whew they setually need that. The proposal inm Tu
the joint statement s of such character that it can et
induce the countries to use their mi—':'p'uh;l'nnu
in the fund and also in these cases when they lgi'i
actuslly need larger resources to assure them ;anhut
the future neéds. Thereforse I think that 1t would be
appropriate to support the guggestion made by the Pn-d

; ®
L

delegation.

¥r. Mackintosh: T am of the opinion that the cl‘u
on page 3 of the joint ststment by which the tlnﬂ m uo
its diseretion to waive conditions provides sufficienmt
elasticity and woull take care of the needs ho’.@l‘lé"‘l
countries as the delegate from mmuu nuutc‘-

Delegate from Bragili o il

¥r. Chairman there are two questions it seems to me
in the suggestion made by the maﬁ&’ﬁcﬁ. ‘one ‘whieh
1s less important and which refers to the figures "J ‘the
other ‘which 1# more important which refers to the primeiple
*hick 1 the carry-ovi m-:.ﬁr.. W&. M‘.‘.

of wm‘&wm*um&
Ww-&m
wh.%&m |
by the “
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merely a standard provision - one that applies to all
countries irrespective of the pecullarities of thelr
papers. Where exceptions are necessary, whers
particular countries require sdditionsl suppert
from the fund, that can be given at the fund's
discretion to any extent that the fund deems such
support necessary. Now, the conception of the
Australisn delegute seem to be that countries with &

wide seasonal movement in the Palance of payments
would eventually meet that seasonsl trend by drawing

on the fund. This is not our conception of the use
of the fund. MNost countries will have substantiaslly

independent gold reserves - gold and forelgn exchangse
reserves of their own, even if they are meeting a
large seasonal movement. Many countries will be able
to meet that movement emtirely by utilising their

own resources. They may come to the fund only for
standerd provision cover the mmq mn
muunmhmm“mm
reserves of their “‘Q“‘&M%W
u.nmmmqmgw
M“M“MMW
-umm-mm&mw

SRR SRS sy
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1s whether the merits of this proposal are not offset
by important diffioulties. In the first instance 1t
should be noted thet the concept of this provision,
Alternative A, is that in effect countries do not make
Use of the fumdss fund's resources when they are not
needed, When the resources sre needed, in sccordance with
the provisions of the fund, they are avallable. When &
country is not entitled to Auun/ the resources of the
fund ;to purchase foreign exchange of the fund merely
to build up vétel balances to await future uge becsuse

their current meeds are not fully up “4'“ provisions in
" pebt 3. The d1fficulties I heve in mind, and they are,
I believe, importent difficulties, are these:

Just as countries need certainty - some degree of

Assurance that the needs that they will have in the
Bear future will be met by the fund, so the fund needs
assurance thet it will be in & pesition to provide
the resources that w1l be needed by member countries in




i
&

=1l

The second difficulty, in some respects, holds
up the rirst. We all know that Alternstive A
represents a common view of many of the technical
oexperts who have been studying this westion. It
would be s mistake to conceive of this provision 3
as the provision of the United States technical
experts. It has in a sense the full foree of the
opinion of sl 1 experts whose discussion is found
in the joint statement. That 1s not to say that
every technieal expert sgreed with that perticular
provision but it is more thsn one country and more
than two countries.’ In the course of finding a
common view 1t was clear from the beginning that if the
fund 1s to avold the contimuous exercise of suthority
on the sale of exchange 1t must somehow have what we
mey eall "rules of thumb™ - a ressonable basls for pro-
ceeding with the assumption that the use of the fund's
resources 1s being 1imited to the purposes sfd the
provisions of the fund. If this  mamsRtRiive quanixkaktxe
quantitative 1imitation of 25¢ of the quota in o 12-ménth
period 1s modified or withdrawn It seems to mé ufavoldable
that we will have to restore to the fund's bal anelng
provision which will give the fund an opportunity ef
Sam examining from time to time whether the use of
the fund ‘s mwwmw haanee

o Vg
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'*"'*-nvuumuann.mmmu
the purchase of as much exchange as the country 1s
Prepared to use without submitting that to the
diseretion of the fund somehow, emd for these reasons
I feel 1t wuld be » mistake to relax provision 3 te
take acoount of the very ressonsble point that the
delegate from France has made, That gan fully be taken

care .{ in tbo waiver provhiou of this alternative,
oy
Mr, Chnlmn, As far u I can hear them, the

argurents ghich are given by Nr. Bernstein - there
is one thing which I must say does not mmk answer our

purpose. It 1s the idea of a waiver. I do not see
how the possibility of waiver by the fund does
protect the country which does not know mmy difficulties -

whether they will receive that waiver and in the absence
of knowledge will take the protection eash year to draw
what 1s reasonable in order to be um of ltl re-
quirerents of the future - in oun to be lm ot

the pouuinty of having n«on in the fund--

I @ 1te agree with the idea that the mmo:o of the h-l

5 &

-hn-u be used ’uulvdy s tm nbo ul M
aiRa S

mmmmnouumumumﬁaudo

ir “‘ m’l. " eomgll t.:.wwm

mymmmmm Qm-hﬂ,,,

? vidws on L Q.ﬂﬂ iy e

M. wmmmﬁ’f“" ,
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OF sourse, an anendment of that kind has »:-u' that
binds after « period of rour years. I think 1% 1s also
proper to afford us something whereby s country sannot
At any time aak 200X If thet sountry has hed £200S
previously.

Delegate from United Kingdom:

My delegation 1s by no mesans lacking in sympathy
with the condition of those countries whish, whether
because of thelr dependence on pxk p‘rttum g

their s

or for other ressons mgy find that ERSFIEREXEXRERX
particularly heavy in particular years, but we do feel

thet their difficulties ought to be sufficliently loocked
after by the discretionary powers vested in the fund
under section 4 in alternstive (a) and Ly the practice F
which we hope of ® ntinuous consultation detween 7
members and fund about their prospective troubles and
dirficultios and we do feel, therefore, thet the
1imitations which are set out in section 3 of alternative
txxxaxdestesiuix A are desireble and indeed necessary if
the fund 1s to B assured of being dlways in the positiom
to falfill the heavy osbligations whieh are going to be
M"‘#:Mbl ‘ velving sendisions of the fepd
‘Chairman: Unless the ‘comnittee fesls otherwise,

T thfar et whe vadws G shih 10006 Nm““‘*

erpressed exeept I would h*‘-
Af he wishes 0 edd sny

& Whe

' wiinsuts ke

L




Tt 1s by no mesns certain that the end of the war the
eountries I have in mind will have reserves outside
the fund on which they can draw, If they have not and
if this fund impliea that 1t will not work unless they
have reserves outside the fund then the creation
of the fund inevitably imposes on those countries the
duty of building up large resecrves outside the fund's.
We cennot dlscuss this satlsfectorily until we know
more about quotas, I think this committee should
eonsider very carefully what the lmplicetions sre of
foreing countries to build up large reserves outside
the fund. It seems to me that would, to some extent,
be inconsistent with the purposes of the fund. The
purpose is to provide countries with working balances.
If Mr, Gard?? impression of the fu:d is right, member
countries wust get their working belances outside
the fund and look to the fund to provide them with
resources only in onmuul; circumstances.
 SEmmmdyxpaimiyx sliove ot sagh
Mmhv _mmmor%mnm
vaive conditions is reelly -‘um,un = If, of
ecurse, the need for waiving conditions of the fund .
u»,mam,mmmm £
WWMM“W m By
be sstisfectpry - It can mm\n
-WMMIM perstic
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seem to be & very lnfiunoun method of muluo

OF & condit!on whien government would feel at all

happy to Place themselves, I want to meke this

point - I wae referring not only to ordinary ‘ e
Seasonal fluctuatien - not merely to the trend of
évents during one portion of the year, Agricultural

funds are affected far more by fluetuation in prices
which are constantly going on -~ more so through the

business eycle than other tines. Pluctuations in

prices are quite customery and these fluctwations do
affect thelir belance of payments during the course

5 of the yesr or few years and it is that sort of

lovuoﬁt thet would make req:ests for waiver of f

conditions which I think is unsatisfactory.
Delegate from Mexico:

Mexico, &8 a producer of rew materials, should
be in favor of miterskive slternstive B presented
by Frence but there are considerations which have
made us modify that apparently obvious attitude.
On the matter of w we belleve that each
country has to '-Mor itself both as a lﬂ‘ and

ereditor of the fund. As a Mn. of m.*“‘“' - ”
sltermative D 1s favorable to Nexico, but are we suFe

that Alternetive D covers nﬂ“l’o!nﬁ all m e

vhhh ull ol n are m‘”‘.‘“ “ i ﬂ"
b '0 CN fn ilm‘ ; Fu

o

- LASSTF1 'D
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M”“\Mp - If the fm earries its transections

%
with a eonservetive spirit then its reputation in world

ER eupital.narkctl,tould certainly be better. Conservative

handling or the fund's resources may be in the long run

mich more vavorable to the countries which are normslly
debtor countries.

.. Delegate from New Zealand:

A8 a delegate from & countrz which 1s very largely
dependent upon the export of / productifm. I should
like to assoclate my delegation with the Brazilian and
the French delesation and Austrelian delegation. New
Zealend is & country is first liable to tluctugtlf;;l
from time to time in great amounts and prices = SaPuisn

Thexpraxkskaxxprixsdxx The points raised as to the
provision for flexibility and walving of clause 1 O it

but on the other hend that does not seem to cover : 2 8
sufficlently the point which is one of the objects of
the fund - the confidence to meke use of the fand -

whereas I rocomizo the pointp that 1p m. thp.}

loast

already :.n the J ltat% ytt& MQ‘Q}M Mm
position of not 104 quite the same protection. On .
the other hand x\mm ¥e can rely on the caution of the
fund. fust as much as we can rely on the generosity d
fund in order mﬁ ﬂmm@ :
prizary products %WMM
k!’%m ,\M
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Dohnn rm mm Africa:

I find
'7001! unuklo to support either of these

nl
; """‘““0- I Would dvay the attention of the

°°"1“« to thu point - Tt is a bit thing indeed
which is proposed here that a country can go to the
fund snd have a certain overdraft withou§ too much
investigation as to 1its proper x‘wn position.
That 1s & big advantage - That advantage you can only
maintain if you establish what would be in the oplnion
of the countries which have funds - That figure of 26%
18 under - ¥mw 334 would be just ss good figure - But
I hould say it does suggest that we txlxtthali:tlxx
do not pmt any unnecessary strain on this ﬁhchlncryxxxx

we are trying to build., Increasing straln may put the

fund into the Aifficult position of increasing obligations.
From 25 to 33-1/3% 1s a wrong move. As far as the

proposal of the French delegation 1s concerned for the
carry-over, I would like to draw attintion to a fact

which we nmist fsxsss foresee. Let us hope, at least

for the first fg years of the fund, there will be & number

of countries iho‘will not require the help of the fund.
But we cannot hope that there will not come the time of
increasing the number of countries. Let us say that
this period of four yeers takes us xm up to the
maximum. For every country ﬂoll has not used .' .
its resources in the past you nn m t :
mt-oluuly come to the fund

;.1-; to have a rush  on m



of countries will have to odu"to the fund for

assletence. It may not be possible at that time to
help all the countries.

Ad Journed st 1:00P.M.



