COMMITTEE 2 OF COMMISSION I
Auditorium
July 4, 1944, 5:30 pem.

CHAIR: The Committee will come to order. The Secre~
tarj will call roll.

SECRETARY: Australia; Belgium; Bolivia (absent);
Brazil (absent); Canada; Chile; Chinaj Colombia; Costa
Rica; Cuba; Czechoslovakia; Dominican Fepublic; Zeuador;
Egypt (absent); El Salvador; Ethiopia; French Committee
of Natlonal Liberation; Greece; Guatemalafabsent);
Haiti (absent); Honduras (absent); Iceland; India;

Iran; Iraq; Liberia (sbsent); Luxembourg (absent);
Mexico; Netherlands; New Zealand; Nicaragua; Norway
(absent); Panama; Paraguay (absent); Peru; m.um.no
Commonwealth; Poland; Union of South Africa; USSR;
UK: US: Uruguay; Venezuela; Yugoslavia. “y

CHAIR: Before turning to the agenda there m“
or two matters on which I would like to say a word. ;fﬁf"-
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understood through earlier conferences, the heads of
delegations that committees w uld not proceed to formal
voting but that they should use every means to try and

reach agreement to clear as many of the problems as pos~-
sible before reporting differences to the commission.

1 take 1t it is the wish of the committee to follow pro-
cedures which will achieve that as far as possible.

One practice which has been developed in other committees
which I think might be considered by this committee 1is to
authorize the Chair to sppoint a small drafting committee

to which might be referred proposed changes which do not in-
volve changes in substance and, secondly, poiutn on whiech

i1t 18 the view of the Chair with the concurrence or

at the suggestlion of the committee, points on which it is
thought that the real differences can be adjusted and an
sccommedation résthed in & rewonding of the Alsdimstinge = N
It would not be part of such a proposal, I would think, s
that we would burden a drafting committee with question
on which there were real and firmly-held urrm dt
opinion. mmmmuttuorm: think
that we might procsed by having the Chair take Altermatiy
steps following a discussion, or in the di .

" DECLASSIFIED
Authority OOD §,337¢




& .

3=

to be a consensus of opinion and in divert of any objection
the reporting delegate would so report. If there are
objections which are not held by many representatives

but only a few, it would be open to the Chalr to say that
if so desired those objections sould be recorded by the
reporting delegate. Where on the evidence of the dis-
cussion or on the stated objectives of members of the
committee it 1s apparent that there are real and sub-
stantial differences of opinion which have not been recon-
clled, the Chalr should state in its view there are such
differences and the reporting delegate should so report
them to the commission unless there is any suggestion from
the Committee as to means by which the differences might
be reconciled, either by consultation among delegations,
by appoinmt of speclal subcommittee, or by any other
Mummm of the committee care to M
The Chair will always be open to suggestions for eny
step which will avoid stating differences unnecessarily.
Though I make those suggestions from the Chair I would
numwmmommorth-Uth
accord for them. Imum‘”““”“,
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UNION OF SOUTH AFRICA: I have only one comment to

make on your excellent suggestion and that is the name

to
of the body/which you propose that these verbal questions

should be referred. Looking ahead I think there 1s some
slight danger of misunderstanding if we thinkvof this small
body as a drafting committee., It seems likely, sooner or
later, if things go well with us, all these conclusions
which these committees and commissions arrive at will have
to be looked over by lawyers to see that they make sense
and are consistent. These things have already been

through a drafting committee and therefore mr“.‘ 'ﬂh
sort of committee I believe you have in mind is a MM :
on language, call it an asterisk committee because u a8 '.‘éf}"“\f
the asterisk paragraph referred to. : ’

CHAIR: Is there any motion for the ade‘ an D
asterisk conmittee?

SOUTH AFRICA: I propose ---

NETHERLANDS: Second.

CHAIR: It has been proposed by the
of South Africa and seconded by nu ‘
Natherlands that a Mtﬂ. be a
a committee named ly the m ”
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paragraph proposals which are marked by an asterisk, we can

call 1t, if you wish, a "wording conmittee" or we can call

it simply a drafting committee,
MEMBER: Language cormitteel
MENMBER: Crammatical committeel
CHAIR: Is there any dlscussion of the proposals?
If there is no objection, I take it that it is agreed
that the Chalrman should sppoint such a small committee
for this purpose. It 1s so ordered. 1Is there any further
discussion? Is there any discussion on the remerks which
the Chairmen made with respect to procedure? If not, we
might turn to the agenda. May I say just a word on the dis-
cussion this morning. I am afraid that Idld not make clear
that it was in respect to t& alternatives mm by the
Aus trallan delegation and the Delegation of the French Comd
mittee that 1t appeared clear to the Chalr that there were
vide differences of opinion firmly held and that it was mot
possible in the discussion in this committee to M”“' %% e
any reconeiliation of them. I did not wish to M
the dlscussion but the view sesmed to me on both s1d
nmbmmzymmmumunum*
no progress was Mnc made in u'
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was paragraph 4 of section 2 to replace in part paragraph
3;; of section 2 of the joint statement.

NEW ZEALAND?: Mr. Chairmen, may I raise a gquestion
arising out of 2, before we pass away from it. This question
was not discussed this morning. In the joint statement
the change 18 contained then also in the alternative
paragraph 2a (Reads paragraph 2a on page 6)--the words
"member represents that", I am not sure whether those
words are set there for a fell purpose or whether it is
in the drtr'tzing. Is it Intended that it should be an open?
fund or 1is the fund to have any say in the question whether
that currency 1s, as a matter of fact, required as the
member represents it, _

CHAIR: My oin‘é understanding is that the words are
of substance but/any member of the committee wishes to explain
the words further I would be glad.

BROWN (US): wmr. Chairman, the statement of principles
used the words "the member represents that tho currency
demanded 1s presently needed to make payments..." The
same language is continued without any change except to
“’“m"m'ofcmmr'mmm.rm
Jof this agreement" as I tried to explain today.
that a country has a right of access to this fun
fund lerk (1s inelined?) to B0 broke in short o
right hunuhoho-ﬁm. The »

made that unless it 1s

il
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for some other purpose 1t would be necessary that the fund

accept a representation. I should imagine, although

x
o

I should hope it would never arise in the civilized nations.
Sometimes fmxmx under a government, not in effect, a repre-
sentation would be made which would be so flagrant end false
the fund, on its face, would see that it was false end in
such case I should say that the fund would either have to
say that the representation was false, I can scarcely
imagine such e case arising, if however, a nation that
made false representation regarding money, 1t might be the
ground for the fund, the next timez the nation came to the
fund, to make a very cafeful investigation. We are faced
with the fundamental difficulties of reconeiling the extreme idead
absolute and complete right without restrictlon and the othu'
idea of coming to this rund as the privilege similar to a
broker going to a private bank., It is possible to accept
elther of those theories and we think this language is the
right subject ande ondition to represent the best compro-
mize possible between the two. I tried to e xplain that.

CHAIR: Does that answer?

MENBER: The contrast between this particular M
P‘“thnjmtonmtcrotnmm“umm
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not be Emthe intention to make an exception in this particular =
case. What 1s the genersl rule? I myself would feel that

a
the text would be/very much more closely shorn one and & more

direct one if the [“wording here suggzests that he read
passage beginning with "currency demand at least..."7.
NETHERLANDS: ¥ think, 1if 1 m‘Zm;l‘xzu::in;; have good
reason in this particular case for exercising? the dls-
cretion of the member, If these rights are to be of real
help and comfort to the nations concerned, it is surely
necessary that on occasion they should be exercised very quickly
and that a central bank which 1s going to use these rights
should be able to present its demand on the fund and expect
them to be honored at very short notice, and immediately.
It mustn't be left in doubt as to whether it i1s going to be
.ig 3%"&;."?1.3’. mtha. walting for 1ts money :
ir wondering whether the money 1s n-mmn-m. s
I think that 1s in itself sufficlent reason for the -um
difference in emphasis which the delegate from South Afrieca
has pointed out. There are, of course, elsewhere um B
dooument provisions for the fund to get 1ts loan back by
if a member is caught in the act ¢
tmproperly, flagrentiy or dishonestly. I thimk ;sf

e ‘wat' a :‘;’4 .

B

better to leave tinthtuum)*;_;_
when 1t uMumwg.“ :
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CHAIR: I think that as we are here to answer & qu.ltill'
and not reopen a discussion on a clause which has been

accepted this morning that that probably meets the question

of the representative of South Africa.

SFOUTH AFRICA: I will not question the matter any
more, sir.

CHAIR: With reference to Alternative A, section 2,
paragraph 4, you will notiee'a change that has been made from
the Joint Statement 1s that the referred to suspension has
been transferred to a later section--a new section &= 3--

and that what is set fourth in section 4, Alternative A,

adds nothing of substance. On that basis the committee

may be willing to agree to section 4 discussing the proposed . :§ i

new section 3 2hich contalns the substance of the changes. Is ;

the committee aggreed to that suggestion. I take it that

it 1s agreed. ' Ly ,‘. 4
There 1s then also in Alternative A, a sentence l“ M

lowing the numbered paragraphs. The first sentence w 1.

discretion, and on terms which safeguard its i ere
waive any of tbu conditions ." A“. 'h

" DECLASSIFIED
Authority MDIOD 9.33'11




PLAVE AN Y B é

-10=-

CHAIR (cont'd): The next proposal is under Alternative
A and 1s for the addition of a wholly new paragraph, numbered
here section 2a. "Conditions Governing Purchases for Capitalx
Transfers”". It reads that (reads 2a, pagesGa and 7).
I take it the footnote Indicates some uncertainty as to the
correct percentage to insert in the last place and some willin -
neas to adjustment. I would ask the delegation responsible
for the proposal to explain it further.

CANADA: Mr. Chairman, this proposal is designed to
enable the countries which have not been net purchasers of
exchange from the fund. Those countries which have not
used the Fund's resources, to buy exchange from the fund
for any purpose including a capital transfer. I take it
there 1s general agreement that the primary purpose of the
resources of the fund 1s to facilitate current account t’!ﬂi&- ‘
actions. This 1s stated by implication at several pthh in -u
the joint statement and 1t is stated explicitly in Vv, mw
graph 1 of the printed text which reads: "A member country may
‘not use the fund's resources to meet a large or m Y
flow of capital, and the fund may require a member i
muomhh rmat:;::oofm
Fund, " xmhtun-mw
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on page 2 (reads this), I think that it is beyond dis-

pute, Mr. C,alrman, that the main purpose of the resources

in the fﬁnd i1s to facilitate current trensactions but it has
keppeared to some of us who have studied this problem,

the problem of the restrictions that should be placed on

the access of creditor countries to the fund that so

long as a country is not making net use of the funds resources
that 1s to say in terms of this document so long as the funds
holdings of the oﬁrronoy of a member are not less than 75 per-
cent of the quota of that member, there is no dlsadvantage and
on the contrary an advantage in allowing such a member to
purchase exchange from the fund for any purpose including
capital transfers on certain conditions and subject h
certain safeguards. If a country's currency 1s held by the
fund 1n amounts under 75 percent of its quota, that country
-=1 thm we can take by hypothesis--is a creditor country
with a favorable balance of payments on current account,
Anything that that country can do to increase the world
supply of its currency is to the general advantage or ‘the
commnity. There therefore appears to be no reason m
to qualification which I shall introduce later, wy that
country should not buy mp fn- ﬁt M
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the disposal of the rest of the world will find its way in
whole or even in part into the coffers of the fund. That gﬂi
will depend on the situation of the countries to whomsd

the loan i1s being made. Therefore the underlying thought ﬁf;ﬁ

in this proposal is that the countries which have not

used the resources of the fund should not be used for

capital purposes. Obviously, it would be against the general
interest if countries, as a result of purchasing exchange
from the fund for capital purposes precipitated in any
degree a scarcity 4n the fund's holding of the curremecy
which are being required, that would be contrayy to the
interests of the community as a whole as well as contrary

to the interests of the country whose currency is being
required under the circumstances. That explains the provise

at the end that this procedure must not redume the fund's
of the

currency purchases below 75 percent/of t&“:‘-bc RORREEE
whose currency is purchased. mmmm-nlh
the three figures mentioned in the footnote at the bottom

nnmmm»mmybwnu.uuu.-“f
nuzuntyoruuuummrimﬁf&
¥y own view, the ru-a-uut-uun'
mmun-uu.“ |
n-wu- its own in the fund
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75 percent over a six-months' average on the level, so

that by the time the country could utilize that right the
fund's holdings would be something like 60 percent. On the
other hand, I understand that from private conversstions with
some delegations, there are some delegations who are approving
the general principle of this taking the ¥iew that the

figure should be 75 percent which would necessarily produce

a situation under which currency which the fund was getting

was leas scarce than currency the fund was giving up.
It would seem to us, Mr. Cpairman, in using the fund for
capltal purposes, one must avoid any suspicion or any thought
of acting in any way that could be injurious to the fund itself
or to the rest of the community and notwithstanding shka our
originel desire to have the figure of €0 inserted, we are
quite prepared to agree to a form of words which would leave
the same figure of 75 percent in both cases.

CHAIR: Any discussion.

BROWN (U.S.): ¥r. Cyairmen, I would like to state that
in bifehalf of the U.S. delegation we think this section

mmdbvmuumnunmunmu‘m-
thohndbmknrotrﬂahltly
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CHAIR: Any further discussion.

RLZENQBXMXAKE : - 3
NEW ZEALAND: 1In view of the fact that this #§ﬁ
1' cw
provision now under discussion/fmxk contained in a separte ’

c¢lause, I am inclined to doubt whether it is sufficlently
clear whether the facilitlies provided by that clause cannot
be undertaken 1f the currency in question has been declared
scarce. In the previous clause 1t 1s provided: that a
country may obtaln another currency for its own currency

provided its own currency hasn't been declared scarce.

Should that provision also be included in this clause.
CHAIR: Any comment on that$
CANADMA: I think that point raised by the delegate
of New Zealand is in fact covered by the reference to the
fact that purchases for this purpose must not reduce the Ty
funds holdings required below 75 percent. It would be omly
inxthe inconceivable dontingent that the fund -m&ll :nl..'
the currency scarce at a time when She fund's holdings of &i
currency amounted to 75 percent of the quota of that country
that the situation mxpixiwmt raised by the delegate of
New Zealand would arise. g
CHAIR: Any further dllCllliillf el
CZECHOSLOVAKIA: In the firat part of
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not state whether it applies also of the one
would 75 percent , should be calculated xzxzsmm it
seems to me for reasons of safety. It should be a

set period during which purrency would remmin

at least sbout 75 percent. Another one, I wonder

whether this provision is certainly very good, should

be introduced immediately or whether we should not wailt

and see how the whole fund will operate. My third remark

is whether in such a case when s member country buys currency
of another country should the country be asked to give its ‘

consent. Gl W,
CHAIF: Any comment? 5 h {kn
OREECE: ¥Nfy I ask, ¥Nr. C‘nirlnn. if in case |h¢ifil' 25

country has control on capital transactions does this

paragraph here affect théf control of a country. Is a

countrywhdch has imposed a control dm to getermine

the capital transaction. Is this country m

by this clause. '

CHAIR: I would welcome assistance.

CANADA: I don't see why it should de, Mr. |
if a country has control of capital -
control 1s not necessarily a complete
capital transactions and n may Nm
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CANADA: (continued) The first suggestion that he
made was that not only should the currency of the coun-
try which is purchasing exchange for capital purposes
have remained below the level of 75 percent over a period
of 6 months, but also that the currency of the country
which 1s being purchased should have remained above a
75 percent level for & months . thxtxixxxatnxxtaxunds That
does appear to me,/ Mr. Chalrman, to be going a unneces-

sarily long distance to undo the effects that we are seek-

ing to obtain in this clause. If a currency has remained g
above 75 percent level for & months, then by definition :
that country has been a consistent net purchaser of the
exchange from the Pund, because the Fund begins by hold-
ing, forgetting for the moment, the complications that

may arise by the fact that some of the initial subscrip-
tions may not be 75 percent but a higher figure. The Fund
begins by holding 75 percent of currency of each country.
Now the Fund, having held 75 percent of the currency of ,M
each country over a period of & months, has plenty of ” :
currency of that cowntry. fThere is no danger involved to
the Fund in getting back to the position in which 1t
originally started. If I pointed out in int o1
proposal, the practical working of 1t, und b
tbm-iictiun. would -oocou-ntluﬂto llwt he o
mwnum" |
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making 1t impossible for others to come to assistance of
the Fund in supplying it with thelr currency. Don't see
why those restrictions should be necessary. The same
comments apply to transitional period. If in the course
of the transitional period the Fund supply of any par-
ticular currency does become scarce, not in a technical
sense, under which provisions of placement would come into
operation but then this clause would not come into opera-
tion at all, either during the transition period or at
any tlme.wamidxkaxsxsxissnxfremxkhs The third point on
the consent of the country required, I think, 1s unneces-
sary and from some point of view, objectionable. What one
to establiah here
1s seeking/is definite provisions that countries will be
able to count on,bsxxawimg barring misbehavior,and on which
they will be able to base their plans. 'Th. introductioné of

of
the consentte the country on whose currency is being acquired does

.,

mean that no country will be able to count on the oy.ant&ul

of this provision and I should have thought that nnnan |

of the country whose currency 18 deing acquired is tit- %

quately safeguarded.thx v

CHEECE: I mmxk am torry that 1 must repeat -u*

ginal question. I agree that this nrovlliil<lt

ful and might be helpful both to the

Pund, Iunh‘utmtihmiﬂi »

country to purchase local ¢

. country over and above 75 |
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might be againet the interest of the country and the purposes

gr the Fund, What 1e the real object of the Fund? It 1s,
in my opinion, to collect the different subseriptions and to
accord facilities in order to promote the best growth of
trade. If a country, over and above the original econtribu-
tion, has made use of facllities of the Fund, has pald to
the Fund its local currency in a prior foreign exchange,
this countrylms a right to expeet that thie loeal currency
would be used by other countries on current sccount for the
purchase of goods for pasyment of services which will be con-
sidered as capital account, If this country, without ite con-
sent, must accept that this currency will be utilized by other
countries for investmente, 1t is not quite in agreement with
the Fund. It 1s the general feeling that this clause is a
ugeful one. I sghould think that the limit should be set
somewhat above the 75 percent,and then to come to the other
alternate, that the holdings of this council are not below
100 percent. '
CZECHOSLOVAKTIA: I propose the following problem.
ing to the Fund, a country is supposed to accept ite ln!il
reney for all payments on current account. It is not obli
to aceept them on payments for capital income, as
Mr. Varvaressos stated, and asked whether capit
“tions will not be t!Illthr!!i.I"iil'
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gee that the local ourrency held by the FPund which
and traneactions

then we can
could be freely used for all xinds of payments
would not be beyond import capital control if used for the

import of capital.
CANADA: It is obvious that I misunderstood ¥r, Varvareesos'

quegtions. I had in mind the country which wae exporting capital

and not the country which was importing capital. Dr. Paech re-
ferred to imported capital. There was nothing in this proposal
which would, in any eensge, make it necessary for countries to
change such regulations which they may have respecting imported
currency. If any country wishes to teke the positiony-though,
T can't think of a single example of a country that has taken
this position-= that 1t requires to get foreign exchange--willing
to accept loesl currency for its exports of mxmiinky goods by
forelgn exchange of 1ts exporte of capital. If any country
vighes to take that position, then I would concede, ¥r, Chalrman,
it 1s open to that country to take that position, and in that
case, local currency acquired under this provision would not h
available for capital purposes, and therefore it would not be
required by the purchaeing country.

caqm: mxmmmﬁnmﬁ.m
by the Representative of m
GREECE: Yes.

%
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also the suggestion of the representative of the U,8, that

when the stage of ultimate drafting comes that 1t not be in-
cluded as clause 2(a) here ¥xxxx but might be placed in some
more suitable ldcation, Is 1t the wiesh of the Committee to
adopt this clause and recommend it to the Commission or are
there modifications which are proposed. Does the Chalr take
it that 12 1s sgreed that thie clause is mg approved? So
agreed.,

The next proposal is the additional Section 3 in
Alternative A additional to the Joint Statement. Ae I gald
before it takes the part of the wording 2(d) of the Joint
Statement and binds 1t into a new section Declaring Members

Section 3, page 6b). Any discuseion of that proposal? There
being no objections may I take it that that proposal is agreed?
CUBA: Mr. Chalrmsn, may I ask whether the differences
which are contemplated byxthis between the article of the
declaring members ineligible to use the sources of the fund
mmmﬁ-mm‘m”orm-m
articles on suspension of membership or compul sory
may T ask what 1s the difference between the inel
suspension of membership becsuse I couldn't gef g
the discussions 1n Atlantie, 1ty which vas




BROWN (U.8,) Mr. Chairmsn, In the firet place the U.S,, *5
which proposes this, would like to strike out the worde “and
policies" in the second line, mmi subsecuently to leaving 1t
"in a manner contrary to the purposes®. T do not think any
country here would care to bind itgelf to the probable degrada-
tion of the use of the fund ﬂdauapennton by disobeying policies
which might mean policies adopted by the board of the Fund at
some later date. The original section of the Joint Statement
of the experts provided nothing except suspension. It is the
view of the /.8, Delegation that something less than suspension
wae highly deeirable and that it would be much less contrary to
the dignity of a nation to limit 1ts resources to the fundf
temporarily than to suspend or throw it out of the Fund. Con-
eequently the provieo was changed from the expert's statement
declaring iteineligibllity to use sources of the fund or limite
ing 1ts use. The other substantial change is that after the
fund 1s presented a report and before a reply is received, it |
has, in special circumstances, ﬁ-ﬁ‘thnﬂt'bm‘ |
conditione on accese to the fund. This was designed to *
of the case of the country which would not reply
»mnphuﬂthhuttmﬂ'!“n““%
maximum amount which was still drawable, nl
a case which ig very unlikely to arise but !
think the alternative mum -

:
E
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In case of Alsagreement 1t doos sllow much lesser punishment ﬁ
limitation which might be instead of drawing 25 percent at one
time but rather 5 percent a month for dxmx 5 months, but not all
in a day. Thig pection will be rarely used but it seems to me
the main effect would affect the dignity and honor of various
countries which joint the Fund., ‘

CHATRMAN: T sm not sure the representative of the 1.8,
was entirely heard. I shall state briefly the point which wase
raleed. The explanation was that it was desired in thege eir-
cumstances to have a restriction on countries which fell short
of suspension or anything which would involve the dignity of . ;
country where it was contemplated that the Fund might withé
the use of 1ts resources entirely but limit the use of 1te
resources for a period of time and that for the remainder 1% -
uuuumuugoutumuemmmmf
*hich appeared in the joint agreed statement of experts. Ts
there any furhter discussion? |

CUBA: Mr. Chairman; might we postpone the consi
of this article particularly in ite last line on ¢
of ineligibilityd Wp to the time that -om *'
draft or the draft of suspension of |

CHAIRMAN: May I ask the
it 1s considered to declare a .
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BROWN (U.2,)t T should say that the difference was a
real difference,that 1f a country is suspended, I can scarcely
conceive of any country risking 1te own national honorf which
wouldn't immediately withdraw from the fund and tell 1t politely
to go to the devil, whether it dould meet ite obligation to the
fund or not. If 1t 1s declared to be ineligible to use resources
of the fund i1t means there ig every opportunity for coneilistion
and clearing up miesunderstandings which might arise between
sovereign nations, as between individuals, and that the country o8
¥ill come back into the fold of the Fund without any hard feelings.
I think 1t 1e¢ a very important Aifference from the point of both
natlonal honor a 4 also of keeping this Fund permanently going
@¢ an organization which we hope all the civilized nmations of
the world will ultimately Join,

CHAITMAN: There 1s some difficulty in accepting the sugges-
tion made that this should be left open and that the section
mmtompm}jlhonldnotmhrmﬁum
but before another committee, mun“ﬁomwnh
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If there are no objections, accept this section as agreed,
80 agreed,

The next item 1g Alternative C, We passed over it this
morning inadvertently. Alternative C relates to Section 2,
paragraph a, of the Joint Statement and refersg to Seetion 2,
paragraph 1, of Alternative A, which we have already accepted,
You will note there have been certain changes in the Joint
Statement, The final phrase read "which are congistent with
the m of thix the Fund", In Alternative A that has
been changed "which are consistent with the provigions of this
agreement”. Alternative C proposes the wording "consistent Eé
with the purposes and provisions of the Fund",

CZECHOSLOVAKIA: Thie alternative before Alternative A
was known. ’

CHATR: Alternative C is withdrawn. That completes the
dlscussion of Section 2, :

We turn to Section 3 of Foman III, Joint Statement. The
original section reads: (reads the above).

The proposal wkimk would be new Section X to the

Tt would read: (reads Seotion b, page 7). The oh
be minor changes in wording, hthuﬂ
is no objection may I take 1t n.t
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Any digcuseion of this proposal? If there 1s no objection,

may we take 1t, =4
ECUADOR: This morning the prooonl}:!.ut the fund would &

not operate except through a centrsl and stabilisation funde-

is 1t here authorized to make transasctions outside? Wouldn't

that-be in contradiction to what was proposed this morning?

I assumed that it was a borrowing operation and would be

handled through the approved inetitutions.
BROWN (U.8,): The member from Cuba raised the same point

this morning when he stated that except as otherwise provided
" in this agreement 2ll transactions ghould be with central
benks or with other fimcal agencies and called attention to
the fact that this indicated that the Fund might borrow from
private chartered banke with tl:o approval of the country in
which they were located and whose currence was being borrowed.

I think the member from Cuba's point was entirely correct this

CHATRMAN: RERSx®HE Does the explanation cover the
MEMBER (7): T have no objection whatever u

4 'DECLASSIFIED
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There is a typographical error on this page (page £) in the
st section that reads "borrow such currency within that

country. . .". I believe that the word "or" has been omitted.
"or from some other gource". WMy understanding of the meaning
of this paragraph was that if the currency was becoming scarce
the fund might attempt to borrow that currency either from the
country concerned or from some other country whigh had adequate
holdings of the currency which was becoming scarce, That 1s the
first point, I stand to be corrected, The second point l.m
a point of uubutmcc:bnt no member ghall be under obligation to
lend its currency to the Fund or to approve the Fund's borrowing
ite currency from any other source". T ralse the question Jii
whether there 1s not in that fonoturdnnanolm
on the part of the third country's holding the W“‘tﬁ
becoming scarce to make loans to the Fund, Say "but no member
shall be under sny obligation to mske such loans to the Fund o
to approve the Fund's borrowing its currency from any ”
source", Ly

BROWN (U,S,): May I ask Mr. Bernetein of U.8.,

MR, BERNSTEIN: First Af T may revert® ~§~

Mr, Pazos ralsed, there ie the problem of Araftis
with Section 1 3‘ thie Section,but T m-
the faot that Sestion 1 nlh atsl

DECLASSIFIED
Authority ADOD S 23272




¥
B p: e - &
i & . S 4
3 5 VOGRS R
-2 "’ g P
R ¥
e, .
N

through such agencies., That may clarify Mr, Pazos' point some-
what. T gather this ie entirely correct, T have a fev more
words. Perhaps the best thing is to turn 1t over %o the asterisk
committee. In the second line of Yo, 1,"propose to the member
that 1t lend such currency to the Fund or with the approval of
the member *, I think these words are omitted "that the fund
borrow such currencgm within that country”--may be slittle
equivoeal, maybe it needs another word, I think it is intended
that the loan should be made either by the central bank or snother
fixecal agency within that country. It could dn be from some
other souree than tho bank or 1t would be w(d’ﬂnd “ :
in such a case. T think if so interpreted it might be clesr. If
not, the asterisk committee ie the proper committee for 1it,
CHATFMAN: Would it be the sense of the Committee that we
would refer this clauee to the committee t0 be named to deal
with these problemes of wording,
NETHERLANDS: Mr, Chairman, I would like to be sure that
T got the substince there. The proposal is that the Fund w,""
with the consent of a member government, borrow either from
that .ovmt»tmmnum*..w:
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CHRIRMAN: I tske it ig agreed to refer this to the M‘é’%
who will consult with Mr, Bernstein and others as to the original '
intention of this proposal.

Section 5 (2)., The change ig¢ only a change of wording
"offered by the currency of that member with gold®, Ts there
any discussion?
NETHERLANDS: Perhaps you are right. It is Just a matter
of wording. Ve wanted to make sure by puttin in that no country
have the right to refuse gold for ite currency.
CHAINMAN: Any further discussion? I take it 1t would be
sppropriate to link with this duscussion Alternative B which 1is
to sell gold to a member country. I was referring to nmu
or the alternative to sell gold.to a member country in ex¢hange ”*ﬁ

NEW ZEALAND: T thint in order to protect the intereste of
the country concerned it 1s desirable to offer (to sell ?) m
wise 1t is not sufficiently clear that the country would h
option of refusing and if compared with the clause of the
draft, it says offer to buy currency of that country d‘ }
It doeen't make 1t clear there that the countrgbs m
be had because the county's consent must be u\-un




-29- Al e

whether any country would be in a position to refuse to sell
its currency for gold, and we are of the opinion that the gold

It may not work but
should al¥ays be accepted./ In other words that is the essence

of the proposal.
T that w111

CHAIRMAN: Ig there any furblher comment make thix clesrer

_the difference between these alternatives?

NETHESLANDS: T think I see the difference and the language
of Alternative B sufficiently expresses the difference. Put &£
kkxtxtx even s0 Alternative B geems to me very unacoeptable.

I think the option must remain with the country whether or not
it furnighes fx itg currency to the fund in exchange for gold.,

CHATRMAN: Any further discuesion?

MEMBER (?) : wMight ¥h.'t the Professor how he reconciles
the remarke Just made with/provisions of 9-1 of the Joint State-
ment, _

NETHERLANDS: It has nothing to do with any otlllnthi:ll
any part of a member country to take gold, whether from the Fund

or from anybody else,
NEMBER: Provisions of the Joint statement--there is no »

: Wros 5
i ‘%k”_‘" NS

either to sell gold--
BROWN (U.s,) Mr. Chairmsn} xmnuu‘.?
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