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ARBrown The Chairmen: The session 1s open.
Reporter

I suggest that we will begin our discussion
today on page 26 of the Joint Statements of No. 2
and 3, leaving all the questions relating to the
executive directors postponed for tomorrow morning
because certain groups are making certain arrange-
ments in order to arrive at any conclusion and pre-
sent a new statement to the Committee. And so the

matter 1s now in discussion. We may receive the

deex

ob jections or the remarks about this question.
Question: On the question itself, Mr, Chairman,
or on the fact of taking up that questiocn first?

——ms. m‘.e

The Chairman: Of that question, of No. 2 and
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Question: Yes, but I mean on substance?

The Chairman: On substance, yes, regarding
to the matter of Board of Governors but not of the
executive committee.

Mr. Gutt(Belgium): Gentlemen, I am sorry to
take up your time again, but yeatérdsy it had been
proposed that some matters not regarding the Board
of Governors but regarding the executive committee-
should be postponed or sent to a specilal luboo.i.k-
tee because they are very closely linked to th
questions of quotes. Now we have ﬁh
voting power with the m or
again vuv thu
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Mr. Luxford (United Stetes): Mr. Chairman,

I merely wish to state that there is much in what
On the other hand,

the gentleman from Belgium says.
I believe that in section 3, page 26, we are talk-
ing about an over-all problem that i1s not closely

releted to the question of management or the details
of management. Rather, it deals with the question
of what will be the voting power of each country in
the Board of Governors, which we have already dis-
cussed and more or less agreed on yesterday morning.
That is, page 24, we talked about the Board of
Governors, we agreed that there would be a Board of
Governors more or less, and now we are talking about
how a Board of Governors will vote. This has nothing
to do with an executive director who may be elected
some other time.

Mr. Gutt: I sald so. But it is linked, never-
theless, with the quotaa;

Mr. Luxford: Both are linked to quotas. Any
question about 1it?

Mr, Hexner: Gentkmen, I think this Alterna-
tive A and B, 1t 1s trueith is linked to quotas
but in an abstract sense it means whatever the

otas will be these t
o WO proposals apply to it. I could

/8 quote system which would make these provisions

inapplicable but according to those quota systems
which are discussed -- I would underscore "quota
systems". What 1s discussed now, mmu; to
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voting with reference to the executive board and

if we hit a point which makes 1t impossible to go
atpone the discussion

But

further we could probably po

of that point until we will know the quotas.
we could at least attempt to read 1t and to dis-
cuss it with reference to the Board of Governors

in order to make some progress.

Mr, Gutt: I agree.
Mr. Beckett (United Kingdom): Mr. Chairman,

perhaps it would help the conmittee if I pointed
out this: It 1s rather an accident of the arrange-
ment of the papers in the looseleaf that you have
Alternative A on page 26 and Alternative B on

page 26a together. They really have no relation

to each other at all because Alternative B is

talking about the Board of Governors and the votes
that can be cast there, etc. When you come to
Alternative A on page 26, it is talking about a
particuler matter which probably would be dele-
gated to the executive directors, and, therefore,
there is no connection between Alternative A and
B at all and it would be a mistake to try and dis-
cuss those two alternatives together.

Mr. Luxford: Mr. Chairman, I think that uhnt
Mr., Beckett has said is absolutely true with re-
gard to the second and third paragraphs of section
3, namely, there you are talking about a special
fact situation. I do belleve, on the other M ‘
that paragraph 1 is speaking of a general propo
sition, namely, how .you shall vm on
of Governors, and for mn.m h

A"ﬂioﬂty MMD §83'71
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1t might be helpful, since there seems to be &
1ittle confusion on the matter, to set forth at
least intended to be covered by Alternative A.

The first paragraph provides that each member

country shall have 250 votes, plus one additional
vote for each part of its equity equivalent to
$100,000. Now, that voting you are talking about
at that point is, what are the rights of a country
on the Board of Governors. What are the votes

that each governor on the Board of Governors votes?
What votes will he have? So that there we are
talking of the highest body and we are discussing
whet each country votes will be on that highest
body.

Now, the formula that has been suggested here,
in the first sentence, it contemplates the neces-
sity for combining two different factors. There
are obvious reasons, which all of you know, why
it would be desirable to have each country with
an equal number of votes. There has been a
technique that has been used before many times by
international bodies. On the other hand, there
are perhaps equally persuawive reasons why you
should not have your voting tied to the amount
that each contributes in the sense of a business

corporation. What this particular paragraph

and balance the rights of each «mqa
country and its investment lo that
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Now, the formula suggested here contemplates

that each country by virtue of acoepting member-

ship will be entitled to 250 votes regardless of
what 1ts quota may be. In addition to the 250
votes to which each country is entitled by virtue
of membership, it is also entitled to votes de-
pending upon the amount that 1t contributes. The
particular formula which has been suggested here
contemplates that for each $100,000 that a country
contributes it will receive one additional vote.
Therefore, if one country should contribute, let

us say, $1,0005000 its total votes would be 250
plus 10 votes, which means that it would have a
total vote of 260.

Now, this particular formula was intended in
partlcular to give the smaller countries, the
countrles with the smaller quotas, voting strength
by virtue of their acceptance of membership, recog-
nizing that if you were to tie it entirely to their
quota their votes might not represent their true
interests in this organization.

Turning from the first paragraph to the second
paragraph, there you are dealing with a very par-
ticular situation specifically under Article 111,

section 2. You have a provision that the Fund may

lar country to the Fund,

To 1llustrate: Under Article III, S
& country is onuuuu~¢; :
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t under this document to

The country has a righ
ver of this 25% provi-

apply to the Fund for a wal
sion so that it is possibde to give 1t a much

greater amount.

Now, on the question of welvers, you have &

The Fund will vote on that question and at

lar provision comes into

vote.

that point thils particu
On the date that the Fund 1s established,

play.
each country will have its quota in the Fund and
the vote will be in the ordinary way. On the

other hand, it is perfectly conceivable that over

a period of time you will find that certaln
countries have drawn heavily on the Fund and other
countries have not drawn on the Fund. This formu-
la attempts to adjust for that contingency and the
procedure contemplated would be that on this

narrow wuestlon of waiver each member shall be
entitled to a number of votes modified from its
normal as follows: (a) by the addition of one
vote for the equivalent of each $200,000 of net
sales of its currency by the Fund. That is, as

the currency is withdrawn from the Fund by other
countries, the country whose currency is being
taken from the Fund will have an increase in its
votes on the basis of one vote for every $200,000
of a country's net purchases of the
a member country. Thus, if there
countries in the Fund and wm
the currency of another country
$100,000 -- out of the Fand

be == My example shouwld 1
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took $200,000 out of the Fund or the equivalent,

which would only be the currency of the other

country since there are only two countries in the

Fund, the net result would be that the country
The

taking the $200,000 would lose one vote.

country whose currency was taken would gain one

vote.

Now, that provision only applies on the ques-

tion of waiver plus one other case, and that 1s

in section 3 under Artiele III, which deals with
voting on whether a country is using the resources
r of the Fund contrary to its purposes. Those are
the only two occasions on which there is any adjust-
ment on the voting technique.
Now, as Mr, Beckett did point out, probably

these votes that we are talking about now would ;
be votes on the executive committee, but the point
that is attempted to be established here, regardless ;
of when that votef takes place, you will make adjust- '
ment on these two lssues depending upon whether a

m . country is either a net -- if I may use the term
"borrower" -- from the Fund or a net creditor to

the Fund.

l ' Now, the last paragraph again is general. It
states that, except as otherwise specifically pro-
vided, all matters before the Fund shall be decided
by a majority of the aggregate votes cast. That

m,

will probably be more clear to you in terms of some
of the earlier drafts where you had mw
tmumut the aom %’* "'
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There is one case that I can think of where it

still 2imits, namely, in the case of changing
sumkxktmnx quotas a 4/5 vote is still required.

There 1s one other exception, possibly, to this

provision. Probably when you get to the question

of suspension, voting on the forcible wlthdrawal

of a country from the Fund wlll probably be on a

country basis rather than on any basis of quotas.

J
Mr. CMn (Norway): Mr. Chairman, I

should think that this second part is rather

closely related to what we are going to do about
# executive committee. At any rate, it is very
F 1 45 closely related to the spirit in which we are
going to solve the functions of the executive

|
g

committee., And in connection therewith, I should ;
1like to remark that it has not been decided and I ;
hope it will not be presumed to be declided that

the executlive will be voted according to quotas.

I hope that we will reach a place where we can

decide that executive directors will vote individu-

e
E A

ally with the only proviso that in order to avoid
that we will have to give very big members more

than one director, two or three to a very large !
one. It does not do away with the principle of

voting as individuals rather than voting as repre-
| sentatives of countries. I don't want to go into :
that matter any further now since it will come up | Fm
for discussion when we diuun tho imolo guutieac )
of oxoout:!.ve committees, Tlurotam. we are ut

quite o.blo ”‘I.;o discuss it ak l%l i

iy,
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that we are going to make a distinction here
between the virtuous and the sinful, the virtuous
being those who do not use the Fund and the sin-
ful being those who use the Fund. The consequence
will be that the virtuous will have more votes
than the sinful. Mr, Chairmen, I think that would
be most unhappy if we couldn't get ourselves rid
of that conception. It should not be considered
a bad thing to use the Fund. If someone abuses
the Fund, and let us assume 1f we start in this
business that the greatest ma jority of us sitting
around here will work this Fund in good faith.

If we don't assume that, what 1is the good of start-

ing a fund that 1is meant to be a fund of coopera-
tion, but if somebody doesn't do that,there are
various means for the Fund to intervene -- it can

even take sanctions, 1t can take reports. In the

exceptional case that somebody tries to make wrong

use of the Fund, doesn't take the steps provided,
there should be no distinction between Class 1,
virtuous, who do not use the Fund, and Class 2,
sinful, who do use the Fund. And apart from the

fact we can't discuss the details of it, I want to
warn all people here against such a conception as

1t would wreck the possibility of this Fund ever
being useful at all,

~ Mr., Hexner: May I assume, Mr. Colbjor
that your objection is only against t




- 10 -

the directors should vote by quota. Secondly,
I am against the conception that you should pur-
sue people who use the Fund.

Mr, Luxford: Mr, Chairman, I think that in
many of these cases that we are golng to run into
in the Fund you are really running into a basie
problem of, what kind of an animal is the Fund?

And I don't know whether it is going to help any
of us to talk morals about it. I think when you
start gauging these matters as being "sinful" or
perfect that it 1s not going to contribute too
much to an evaluation of a concrete proposal, Al-
though I can understand the analogy might perhaps
clarify the issues in certain cases, I do not
believe that it helps here. No one here is talke
ing in terms of sin.

You have a question here, too, of an inter-
national body that has both political and economiec
phases, In other words, this whole document is
an attempt to marry, to mingle, and to blend the
political aspects of this agency with the practical
business aspects of the agency, the economic aspects.
Inatiﬁutions in the past have been established on
more or less completely commercial lines. Others
have been established on completely political lines.
This whole document is an attempt to blend those
two concepts. Neither of them have been perfect.
You are dealing with an international problem. The
spirit of this document is to bring together p
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this particular provision.

Specifically, I think all had experience in the
past that we have with credit institutions and the more
that any heiness who borrows from a credit institution

the more the credit institution wants to have a voice in

what they are saying. Now, the analogy is by no means perfect i

It is probably just as bad as the "sinful" analogy, but
somewhere in between is the mean we are seeking here
and the provision contemplated here is that as a country
continues to make access to the Fund the Fund 1s
interested in restoring and in bringing back the funds
i f" into the Fund so that it will be able to handle the next
emergency. And this is just one of the ways in which
you can say that the Fund 4s a whole is attempting to

AT TR 4o

restore the liquid assets of the Fund so that it can
meet the next emergency.

Mr. Baranski (Poland): May Iask whether you don't
consider it as possible such example as I shall give you
here? If my country uses 25 percent of the quota in the
first year -- it may be also 30 millions of dollars --
thenaccording to the formula Pdand may lose completely

_ their voting power in this question in the first year
because that will be more than the voting powér of Poland
at all. I think that the idea to penalize the country
which is using the Fund for the purposes approved and
established in the Fund has no justification at all,
But even in that time you might say that the penaliz
say Do S pERoVE ven MR fmmuia predehily foe A
© . Mp. Tuxford: iﬁfff’gi g ‘

Lie it R A
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of explanation say that if Poland were to use 25
percent of this quota during the first year =-- is

that your question? Did I understand it correctly?

Mr. Baraenski: Yes.

Mre.

Luxford: 25 percent of the quota. The 5

reduction in its quota would only be 12% percent

of 1te votes. Let us take the extreme case. Suppose
that Poland used 100 percent of its quota. In that
case Poland would lose 50 percent of its votes and not
100 percent.
interesting

Mr.‘Brigden: I regret to interrupt this/discussion
but I want to suggest that the Committee might deal with
section 2 and the first of the part of the suggested
part of section 3,Alternative A, and leave this other
matter because 1t 1s quite definitely a separate principle.

I would like to discuss section 2 and the Alternative B,

which relates chiefly to section 2. We have nothing to
do with sponsoring Alternative B but we prefer the text
to the original section 2, and for this reason, that we
feel that you cannot actually relate the distribution of
voting power to the quotas at all closely in practice.
We are departing from it elready in this proposal that
there shall be votes irrespective of the gquota. If you
recall. the difficulty about the three objectives or
participation, first of all a eriteria for contribution,
a criteria for participation in the Pnnd,tnﬁ then a
criteria for voting, you get an impossible comb:
so that you cannot use any farmula probably for
countries for all three purposes. pact by

country to contribute to
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w
e hxwa in Australis feel we must have a large

enough quota for mrticipation. We will contribute

what 1s necessary for that., But we feel that if we

seek an adequate quota we do not at the same time want
to lay claim for a proportionate amount of voting power,
and 1t is for that reason that, while it may be proper to
basefoting power upon the quotas and to vary from that
base as may seem sensible, I don't think that we can
really in practice have itha closely related to the quota.
I do not wish to make any suggestion of my own. I support
Alternative A and Alternative B in that connectlion and
would suggest that we discuss that and then the first part
of Alternative A, distinguishing that from this proposal
that we have just been discussing for reasons of simpli-
fication.

Mr. Hexner: Mr. Chairman, may Iindicate the points
which are at issue perhaps in order to have an ildea how
to break down the discussion., I suppose that we may
discuss and we best discuss Alternatives A and B together.
The first question is whether the votes in the governing
board, unless otherwise providedﬁfx-. I mean election of the
executive -- unless otherwise provided for, whether they
shall relate directly to quotas as in Alternative B or
whether it should relate to quotas, in addition 250 votes.
This is the first question.

The second question is whether there should be a
change in voting power with reference to certain questions
as provided for in points A and B. I would ask your con=-
sideration whether this point s so very much significance

for those who propose it? I su | ose tt
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the creditor countries, but I don't want to go further
into this question. It would perhaps be wise to consider
( whether it is really very sighificant, whether 1t 1s
worth whihe to make it as a point of 1issue.
The third point, which 1is very important, is that
"except as otherwlse specifically provided for, the
votes should be teken by a majority of the aggregate
votes cast." Now, this can be understood only with
reference to a certain quorum. There 1 sho quorum in
Alternative A -- at least, not in this point -- so we
may teke the quorum from B end this guorum provides
‘ for 2/3 of the total voting power.
The next point we could discuss 1is whether this 2/3

of the total voting power is an adequete quorum. However,

T would call your attention to the fact that it would be
good to consider what is going to happen 1if there is no
quorum because there may be urgent matters which have to
be decided, there is no quorume. So that there should be
ananswer given whether t here should be a quorum which
should decide with members present or whether that should

be regarded as dropped. I sSuppose there is no doubt

that this quorum probably doesn't relate tovoting

according to VII,1,(d) -- tha means when & vote is taken

by cable. It means that in that case if there is no --

I dn't know how the proponents meant this quorum problem.
in the case of voting taken according to VII, 1, (d), s
by cable. It is an easything to answer inéne way or “ ot
other. I suppose these are the issues which could b |
discussed. Rt 3 i
8ir Wilfred: I

w%":}.‘" o
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about. With the permission of the committee, I would

1ike to comment on Alternative B. First of all, in the
agreed statement of principles which was published 1t

is clear it says the distribution of the voting power on
the board shall be closely related to the quotas., And

that is published as the first item of our agenda.
flternctiveyB, I think, can Dbe eriticised as being a rather
lazy alternative. It says the number of votes wiich each
governor cancase shall be related to thefuota of the member
gppointed governor. A1l that that has done at that stage
is to make explicit that vote on the Board of Governors
shall be related to quotas., But I am afraid it has not
gone on and possibly it should have todiscuss how to

calculate the quotas' strength on the Board of Governors.

It accepted the principle that voting on the Board of

Governa 8 should be by quota strength, but it did not go

on to discuss how to calculate it. Now, the United
States delegate, in explaining the first paragraph of
Alternative A, said that it was an attempt to weigh two
things, to put two things over, the calculation of
voting strength, first, the universal equalitybf all
member countries because they had becomemembers and,
secondly, in accordance with the principle that is in
the agreed statement of principles toﬁﬂwﬂpuﬂ by additi
votes related and in the first paragraph related viiy
exactly to the quotas. I think that the quorum p
Alternative B I should like to aoo_ olts
think the 'uo».ﬁba uoubulc. ! ght
arisenow, -ﬁuﬁo Alterns ti
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to be present physically, or his alternative, in order
to give a valid decision by the Board of Governors.

You cannot contemplate that that will always be
possible. But the articles must provide that there
shall be a minimum number of governors or their
alternates present in order that their decision shall
have validij:y. All the second part of B was doing was
to make a suggestionabout the minimum voting strength
represented on the Board of Governors, which would give

validity to the decisions of the Board of Governors.

It is quite true that it did not provide for the

complications of what you would do with a quorum when

you could cable topeovle. I am afraid we were thinking
all the time about physical discussions around a table

and not this holpz‘ul consequence of the enormous
quanity of inventions by American inventors.

May I ask that this quorum question for the moment
be outside of the discussion? What we are asked to
consider and to discuss now is, do we agree with the
statement of prineiples that voting on the board shall
reflect fairly accurately what one might call the
economic interest of the participating countries in
their contribution to the Fund, I suggest that we
must accept that principle. Tt uemn the only possible
one m; will ‘a working principlo.

The l?nd question we are asked is when you a:
transkting that is this combination of a wnit
for all members aa members plus .
equal to their MW"




=W &

of the members in the FPund to the inevitable economic
differences in contribution they are able to makel

Is 250 votes plus this addit ionalvote for each hundred
thousand dollars of the gquota a reasonable way of dolng ite

I think it would help very much if we kept also quite

separate the other part of Alternative A kmwhich the
Delegate from the Netherlands has criticised because
there is & certain corollary. It is a qual ification of
the first prineiple. But I venture to put to the
Comrittee that what we are asked to declde 1s, do we

accept the principle that on the Board of Governors

voting power shall reflect the contribution that each
country has made to the finances of the Fund,
Secondly, ' is this a reasonable way of giving effect to
that principle.
Mr,., Baranski: I made really a mistake in my
calculations, for which I apologize most humbly.
Mr. Hexner: I think that i1s the problem at 1issue,
This 250 votes. Thereis no doubt that what the British
Delegate explained corresponds verbally to the Joint
Statement. I suppose everybody who read the statements =-
it means the drafts as they followed each other,knows the
story of these 250 votes., In the first draft they were
1,000 votes, or they were 100 related to 1,000,000 votes.
So that in thil"olation there were 1,000 votes. Later :
on, they were boiled down to 500 votes. The idea is to give
a certain voting power to small countries, I s
from the point of view Qrajanticuﬂgg,xpn@@ggg
to state ‘an,thﬁngﬂt&h&h'%iiﬁhg - e

AmhéﬂylﬁgM§ﬁigxl21'
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250 votes. The question is a question of substance, the
question of wlition, which can be argued with great
difficum&%

Mr. Gerio(Ecuador): Mr. Chairman, I have no
intention of appearing "virtuous" by what I am going
to say, &lthough I realize that my primary duty 1s to

defend the interest of the country which has honored

me with #s representation, I lieve that I have -- and

T hope that many feel as I do in that case -- an even
higher duty, and that 1s to defend the Fund, to alm at
making 1t a success because in that manner I am nob

only looking after the interest of Ecuador but of all

the nations associated with it in the Fund; and, because
of that, I belleve we should keep the Fund sound and
safeguard it against error or abuse. For that reason,

I am wholly in sympathy with the necessity‘ of preserving
the principle appearing in the Joint Statement about
relating the voting power to the quota.

Furthermore, since the second paragraph on page 26
relates only to Article III, as has been pointed out by
one of the speakers, I believe the United States Dele-
gation -- I do not take that as a punishment; I take that
as one of those safeguarding measures to which I havc
referred. If a country is in the position shown 1.,;:’
the position sh'n in Article 111, par&graph (°1 &°"
page 6, that countryl(s poaiti on has been 'Q‘%M d
it hes a tendency to weaken the Fund ;r no

"";'xéﬁ ;
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ruling? I am not sure we have disposed of the first
paragraph, May I ask as a point of order that you
rule as to whether we have disposed of it or that we

will go on to the next? So that we will not lose ourselves

again.
(No action taken.)

Mr. Hsi (China): On behalf of the Chinese Delegation,
I beg to support the case made by the Ecuador Delegation.
The Chinese Delegation considers it very important that
voting power shall be closely related to the principle
as agreed upon in the Joint Statement.

With regard to 250 votes as a basis, this I think is
normal. What is important is the one for the several
hurdred thousand dollars. And, turning to the(a)and(B)
under this Alternative A, the Chinese Delegation is
prepared to agree in principle but would like to suggest

that the$200,000 for every vote shall be changed into
$2,000,000 in order to lighten the penalty.

Mr. ¢t AI must admit, Mr. Chairman, that I
am getting a little confused regarding what are the issues
here. Now, we all seem to agree that the voting power
can be related to the quotas and it seems to me the
question before the Committee is, how and how strictly
should they be‘related to the quotas. As I understand,
Alternative B proposes voting power which is proportionate
to the quotas while A inserts a 250 basic-unit vote.
After what has been said from Ecuador and China, it '
seem difficult to get up and defend Alternative
T understand both Ecuador and China want Alte |
I was a member of the Norweglan Delegatior
which had the pleasure Mﬂ uss

Authority DIOD 3,337
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altogether and now we have 250. Now, we don't want
to give the impression that we are so terribly
anxious to get voting power or all these sorts of
things but we do feel that also from the small
countries there are good people in these fields,
peoplewho understand things and might be able to

make a contribution to discussions and to the
decisions which are going to be made by the Fund,

and for that reason, mxaxkhkex we think it is justified

that we should have a basic vote -- I should not object

to 500 but I am not going to raise that question, let
the 2560 which 1s proposed in the alternative. In behalf ]
of the Norweglian Delegation, I should like very strongly
to support Alternative A.

*

.ur. Monteros (Mexico): I want to point out to this

comnittee that the Mexican Delegation is also strongly

in favor of that first paragraph that is under discussion
but I must poilnt out that 250 vote has to be taken in
relation to the total of votes. In otheyfords, that I would
suggest that the questim of how many votes of a country
should be postponed until, as the Delegate from Canada.
proposed yesterday, we know the scheme, the total schedule,
of votes. In other words, I favor the prineiple of

Ll
assigning to each country as a member country anunbor

of votes. How meny votes, I would leavo for duouuim
‘{“ 1
which will take place after we know that achmln. Mg

Mr. Hexner: But, Mr. clnimn. my I suggest
T AR T WL
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A Fatu PR T o m*

mrdim me thnn m a dis

sgresment oo She fires
ﬂur vo -

Shad




v

w P2l -

amou t of votes should be added to that vote.

Mr. Monteros: Mr, Chairman, a point of order.

I would suggest that if we first decide whether this
committee accepts the princlple that each country
should have a number of votes independent of its quota
votes.

Mr. Hexner: Well, I suppose that the Committee
isn't supposed to make majority voting. It means %o
outvote each other. We are going to put into the
record there was a disagreement. It is obvious that the
representative of the United Kingdom cpposed the adding
of a rigid number of votes to the quotas and this in

itself is sufficient to register disagreement.

Sir Wilfred: Would it help if the United Kingdom %

withdrew Alternative B? It was never meant to suggest L

that'the relation of the votes on the Board of Governors
should be rigidly related to the quotas. We have no
objection in principle to the suggestion in Alternative A
and, inorder to avoid any implication that t here is
disagreement on the principle that each country shall
have a given number of votg? as a country, we are content
to withdraw Alternative gi

Mr, Hexner: Would the Delegate of Mexlco oppose
this number 2507

Mr. Monteros: I would not oppose it until we knov
the relation bof:;een 250 and the total aggregate quota
votes. . W

Mr. Hexner: We could porhapa rogiltor tho
dooiuon, if you ngreo, gontlonna mt hhi;;!g

. R -
agreement on the first po.mmph et ﬁxjf‘m

AT mm G 23,70
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Mr. Luxford: Mr. Chairman, I think it might be
helpful if the Reporting Delegate could now summarize
paragrath 2 and 3 for us, he has done so well on the
first paragraph.

Mr. Hexner: I would not want to compete with Mr.
Luxford. I suppose you did an excellent jobén that.

Mr, Luxford: I only meantto summarize the sense
of the matter. I think we have discussed, and I think
in the same way that you have reported on 1 to us maybe

you can tell us there seems to be disagreement on 2 and

we can leave it at that.

Sir Wilfred: May I ask, first of all, I understood
from the United States Delegate that this will be amended
to read Article III,2,(d) and Article III,3., It is not

the 'holo of Article III but Articles III,2,(d), which is

gilving notice of suspension and the waiver, and Article
II1,3 -- Article III,2 oplooseleaf A of the folder.

The second question is rather more technical: What
is the meaning to be attached to adjust the votes in the
transactions in gold? There are one or two possible !
meanings and I would like to know what is involved in this.
I don't know whether 1t would be convenient to the United
States Delegato Ihen he is replying, with §our permission,
if I also raiud two other things which are not QMW g
of mterpretatim. ‘ , o e Fumd walel e -

The other 1g this: I would like o know

consideration will be given to MnW’
AR DTS Delpahiafram oy
PONRRSEule “




unreasonably strict treatment of the situation. It

appears to attach more significance to the restriction

of voting than one would hope would apply to a situa-
tion arising under III,2,(d). It is certainly arising
But if the United States Delegatien feels

on the Walver.
thet something must be done to the country which is in

credit to the Fund to weaken its voting position, whether
1t 1s not simpler and better to say that the country

involved does not have a vote.

Mr. Luxford: On the answer to Sir Wilfred's first
guestion, I think we are In agreement in principle with
his proposal to spell out in Article III the specific
provisions involved. The difficulty is that while 1t
1s very easy to say III,2,3 -- that is subdivision or
section 3 -- declaring members ineligible to use the
reso;rces of the Fund and that can be done very simplye.
Tt is a 1ittle difficult to do that on section 2 where
the only waiver provision is at the end of the section
and does not have a letter after it., I think it is a
drafting detail and in the next draft I hope the
\a$ Secretariat would fix itup,so that we can put it in
there that way.

Now, as to what adjustedvoesin net transactions in
gold, I believe that that provision was intended to
take care of the situation so that a country would not 'ﬁo’
ing votes sinplyvbocauso the gold in 5@’4Fﬁﬂﬁk‘5&§ i
been part of 1ta. original contribution was ?Q |
I think that what that really means :ﬁtptgﬁ
deduct the gold part of its 1“??‘@&[ "
votes that 1t mﬂd ptm
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on the third question as to whether the figure

of 200,000 is the right figure, T would only say that
Committee should

hing that

that 1s certainly something that the

consider and that I do not pelieve it is somet

anybody has any real fixed views on. It was put in

there as being a simple way of throwing thismatter
open for discussione.

On the fourth proposal that a country invoked
does not have a right to vote, I would be a little

concerned about that as being a fair alternative to

what has been proposed here and I would be concerned

from the point of view of the country involved. I do
not think that because that country may be using the
access to the Fund or using the Funds resources that
it should be denied its full vote. At the outside, the
proposal that we have suggested would only deprive them

of a 1ittle less than half of their vote. If they would
use all of their quota they would s till be entitled

to half of their vote and I think it might be regarded
as a little severe to deprive them of their whole vote.
But that is a question for.the whole committee to
consider, but it does have the merit thet Sir Wilfred
has suggested, it is a little simpler; and to say
whether that statement mekes up for a possible hardship
would be something for this group to determine.

Sir wilfred: May I ask the Delegate from United
States about the explenation for Article IIIfthup,x?@g; 
transactions in gold. I think there is a m e
tf m

drafting for aimplifioctiono
exceeds 75 porcoub dr 190

¥
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Conmittee. I don't question that.
Mr. Hsi: The reason I mentioned 2,000,000 1is

because I thought that while the Chinest Delegation
agrees that there shall be some penalty for a member
country to draw on the Fund and, on the other hand, to
give the equivalent number of votes to the creditor
nati;n, I mentioned that in order to say that while

we agree in principle that the penalty to the member
country should be as light as possible, so instead of
50 percent I make it 5 percent,

Mr. Hexner: May I ask the Delegate of the United
States whether in practice this provision may be in
reality applied in the sense that it will really influence
the voting. I don't want to go into the merits of the
question, but I have the feeling that there will be a
strong majority in the Fund who are going to defend
certain interests., I don't think that this point is
going in reality to influence one of the decisions of
the executive committee or of tke board. And it is a
sanewhat complicated provision. I suppose the intention
is that the by-laws of the Fund -- we are discussing
first the constitution of the Fund -- that this consti-
tution should be rather simple. If there may not be
expected that this is going to influence real ntugm
in practice. T would like the United States Delegati

to consider whether we shouldn't drqp m.kmugﬂ 7
the by-laws,

- Mr. Monteros: Mr. churm,"

also, her strong approval of this pr
et shan Ko SRAPEES W&g
appear inom istent with
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country, but has 1t not always been true that creditors

ore to say about lending money than borrowers?
e money

have m

Is 1t not obvious that when the Fund has lent moT

to a single country that country shouldhave less to say H;h

abouthow the Fund's resources will be used. To us, it

is one of those principles which ere basic in the consti-~

tutfon of this Fund. Not that it should be so. We

e higher point of view this principle

ional finance but we teke it es

question from

esteblished in internat

something fu-damental thet when we undersigned the

Joint Statement we all thought that that was a basic

principle, that the creditor nations should have

proportionately more voting power than the debtor

The matter that my dietinguished colleague from

how to measure this difference

nations.

China has brought up to us,
in penalty, although it is a word I don't like to use, 18
to me more important than the matter of principle and,
therefore, I would ask also whether there is general
agreement 1n principl: end not in quantity. Isn't that,
after all, the general feeling of this meeting?

Mr. Sbarounis: I should like to add to the
discussion that I do consider that this principle is in
sccordance with the aims of the Fund because the Fud

aims to bring en eid to help the small omntrioi,"‘mf

B A gw 3

need the help of the Fund. So I don't see
be penalized when they use that fe .y §
them, That 1s why in thename of ﬂ
ask to be allowed to oppose ths
~ Mr.Blowem(Ethi |

LT T
g R
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we are all taking this entirely too personally. I don't

believe it 1s eimed at any one country. As I understand
the movision, it wee put info safeguard against the
possibility of a combination of debtor nations cornering
the lending power of the Fund. I think it is a reason-
able safeguard and one that we should keep in the proposal.
Mr. Fisher (New Zeal@nd): There are Just two points
I want to make. It seems prceble in practice. the adjust-
ment of voting power in accordance with the proposals

of the paragraphs here would be likely to be a very
complicated matter, and it might turn on the chance

whether a vote were teken one day or the following day
whether the country had a certain voting power or not.

Of course, it seems that these things will be decided

by close votes, which, as the representative of the
Netherlands has already suggested, would be pretty clear
indication that the Fund was on the verge of foundering.
But if the matters are not to be determined by very
close votes, then it certainly doesn't seem to be worth
while making the elaborate ad justments of what for the
a ma jority of countries here wouldbe very small voting
power in the Fund., In the case of New Zealand our voting
power wouldn't be as much as 1 percent of the whole anyway,
and it doesn't matter to us very much whether that is
increased by 1,000 or diminished by 1,000. That im't
affect anything of importance at all. But -- and this
is my second point ~- it may be a uttu- ot '?« e
importance if the pz'ovuim or thuo ﬁo , .
applied in the un ot ﬂl G! iht ,‘ eally b
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as has been said, pmaotically

voting power DY,
r about which I

50 percent. And that is a matte

think we might legitimately be & 1ittl
we don't knowexactly

e concerned.

To teke the extreme case,
what the figures will be but if we can take as an

i11ustration the figures in the New York Times today
the rather paradoxical situation might arise that
just at the moment when the biggest contributtor to the
fund was on the verge of being declared a country whose

currency was technically scarce from the point of view

of the operations of the Fund eceecceses 1ts voting powers

for these purposes wouldbe just a little bit less than

50 pe cent of the total votes and it seems to me that an

arrangement which would create a situation of that sort
is not a very desirable one.

I would suggest quite provis ionally as & possible

compromise which would meet the argoments that have

been put forward ebout not allowing people who are

borrowing to have the same power to deal with the situa-

tion as the people who are lending, that we may delete

(e) altogetrer and Dbe satisfied with the diminution

of tre voting power by the net purchases from other

countries.
Mr. Luxford: Just on the point of issue, th.

gentleman from New Zealand in understending the mvtl&a‘,

-

1t was never contemplated that this vote provloiﬁl :

second paragraph wouldhave gum'nl applloﬂion
»‘5 .

would by no means have any appls.eation en

% (xsh

of whether a currency should be decided t

P «“'r' 5‘& e
4

would only have appnoation in two
mntionod‘hnt --and 1 um‘m




of pinning it to those provisions would be most
helpful in meking it clear. It was not intended to
apply to a vote as to vhether currency of a country
would be made scarce.

Mr. Fisher: I understand that perfectly. What I
had in mind was when the Fundssupplies of the currencies
of the larger contributors to the Fund were being
reduced to zero at that moment for other purposes and
the representative of the United States mentioned the
voting power of that country would be at its maximum,

My, Luxford: That's right. It wouldbe, approximately.
I think you are using the United States as an 1llustration,
and as I recall its then voting powition might be imzrmmx
between 20 and 25 percent. Now, at the outside, this
might increase it to about 35 percent, probebly not quite
that much,

The Chairmen: I think the matter is already being
clarified, but nevertheless we cannot decide at once.
And so 1t seems we must proceed with the second
part and carry on the discussicn in the meeting this

morning and we can come back and discuss and decide s

this question. |

Mr. Machada: Mr. Chairman, in with awir

B the gentlemen from the United ' ouili

us came to an agreement on Alternative ‘E >

RPLTACSST

importent matter at the end of Alternative

has no bearing on the sub ot T
{eot, nazely

quorum for a uoﬂu e: m

our ROport DO]. g "

s R !ﬁ‘?:.,
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whether or not the quorum should be established.

Mr. Hexner: We are going to discuss that in a few
minutes.

The Chairmen: We must discuss this question, "that
except as otherwise specifically provided all matters
before the Fund shall be decided by a majority of the
aggregate votes cast."

Mr. : Mr. Chairman, I am sorry to go back to
paragraph (a) and (b) or, ks rather, the first part of
Alternative A, but I would like to have some clarification
on one point. I believe everyone here agrees on the
principle that the distribution ofvoting power should be
related to thé'quotas, and I can well see how the system
of voting is going to furction as far as the board of
directors is concerned when every member country is
reached. But the Joint Statement speaks also of the
executive committee and I would like to have some
explanation on how the system of voting is going to
function for the executive committee because there we
are going to have five members of the executive committee
that will be appointed by the five largest contributing
countries and some other members who will represent the
other countries. Now, how are they going to calculate
thevoting power of those imxkkx other members of the
executive committee? That is a clarification that T
would like.

The Chairman: At the beginning of the mee
already explained that all the questions
to executive committee will be . |
will receive the new stat |
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to discuss this. The exception is madé at the end
of section 7, "Except as otherwise) and so wefiay

discuss the problem of a quorum as it is proposed in

the Alternative B, a quorum which must consist of not
less than 2/3 of the total voting power.. That isthe
question under discussion,

Sir Wilfred: I am grateful to the Delepate from

Cuba for reminding me that I withdrew more than I
intended to withdraw,. I did not intend to withdraw
this provision for a quorum. I venture, also, to
suggest to our Reporting Delegate that we are Ximksmx
really not considering the question of how you get a
decision from the board of directors, including cabling.
We are considering now when there is a meeting of the
Board of Governors what is the minimum number present who
constitute a valid vote. That is all. And we have
suggested here that a valid vote requires not less than
2/3 of the total voting power of the governors on the
board.

Mr. Monteros: Mr. Chairman, I believe, sir, that
this minimum quorum is really dangerous to the small
courtries. In other words, that a 2/3 quorum might be
easlly formed by the largest-quota members; the refore,
it seems to me that 2/3 quorumis too low in this
particular mechanism for validity, especially if
regarding mmnmtmwmﬂ and of g
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kifids of a quorum should be had, some larger quorum
for more important issues.that the board will decide
and & small quorum for the less important issues.

Mr. Chairman, just as a suggestion, and thefigures
I am going to mention are not intended to be specific,
perhaps a combination of a quorum of voting power and a
quorum of member countries would do the trick, as they
say. Perhaps if we had, and I repeat these figures, the
2/3 voting power and 1/2 of the member coutries smixamyx
or any other figures that might be agreed upon.

Mr, Luxford: Mr. Chairman, I would suggest that by
all means we do need & quorum provision in this document.
I think that the suggestions that have been made are very
good, both by Mexico and by Ecuador, and I am quite
certain something along that line should be worked out so

that we will give due regardto both the number a&f countries

and the quotas.

Mr. (United Kingdom): I would be prepared to
accept an amendment in that sense in any form drafted by
the Conmittee. I entirely agree in the suggestion of
the Delegate.

Mr. Hsi: All that I want to say is to support
the sugx%:atio? m;:; gy the Mexican Del egation. RxExX
suggest we have a small committee to draft that
last sentence of Alternative B incorporating the
that have been propcsed here2

. Hexner: Could we um.r; the |
Seadar.ant Santsot Yewd 1t
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with the minimum helf of the member countries present.
That would settle one part of the lssue.

Now, the second point would be if no quorum 1s
present and business should be performed ¥ould it be
agreeable to state that the chairmanbhould call enother
meeting within the month at the latest and thismeeting
could decide without regard to & quorum present. Would
this be an agreeable proposal?

Sir Wilfred: Is not that which happens automatically,

that if there is not that quorum present no business can

be transacted at that meeting, and that the executive
cormittee has to set enother meeting?
Mr, Hexner: What I assum, Mr., Chairman, is that to

suppose such business has to be performed which cannot be

delegated to the executive committee that just that

hapens, that in the second meeting again there is no
quorum., Now, we could decide -- I admit that it is a
possible solution --that we should state rigidly that
ifno quorum is present no business can be performed. It
is an alternative, too.

The Chalrman: I have understood the last part of
Alternative B must be read like this, ?auorun for the vote
shall consist of not less than 2/3 of the total voting
power of the governors and 1/2 of the countries." That,

I think is the proposal of Mexico and of Ecuador.
All the gentlemen who are agreed to such a proposition .la!ﬁ :
YAye." '

Vote: Aye.

The Chalrmen: Approved,

I was 20 happy because we ha




Committee 1s that there should be a quorum always
present, 2/3 and half of the members.

Mr. Monteros: That 1s right,

Mr. Hexner: That if there is no such present there
cannot be a decision made,

The Chairman: All right. Tomorrow at ten O'clock.

Mr. Machado; Before we adjourn, I would like with
your permission to present -- I have given it to the
Secretariat -~ Alternative C/%g the orgenization of the

executive committee and I would like your permission to hand

it to my collieagues, the delegates from various

countries here pending their receipt of formal mimeographed

copies, so that they may xmk study 1t and be ready for
discussion .
The Chairman: All right,

The meeting is adjo:rned.




