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PREFACE

Tur Purrosk of this book is to explain the importance of the
International Monetary Fund and to review the discussion
which led to the Agreement of Bretton Woods. Rather than
limit the investigation to a commentary on details of the pro-
posed international organization, I have tried to contrast the
Agreement with the earlier plans (particularly the Keynes
Plan) and the alternatives offered by writers who were not
willing to compromise. ,

While working on this book, my conviction grew that accept-
ance of the Fund proposal is the only practical way back to
multilateral clearing. I'hope that this book will convince others.

The field of international economics is full of ynintelligible
complexities for the layman. While I have tried to be as ele-
mentary as possible, I could not, of course, oversimplify the
issues involved. To do so would have meant to give no explana-
tion at all. But I trust that a patient and careful reader does
not have to be an economist to understand the gist of the
argument. For some of my fellow economists the book may be
helpful because it summarizes a discussion and interprets docu-
ments with which they might not have been able to acquaint
themselves in these hectic days.

It is hoped that the main documents appended will be found
useful. To readers who cannot devote much time to the study
of these plans I recommend the reading of the Joint Statement
(Appendix ITI) which contains a concise formulation of the
purposes and the structure of the International Monetary Fund.
The Joint Statement has, however, been amended at Bretton
Woods and cannot be depended upon in matters of detail.

I am greatly indebted to Professors Edward M. Bernstein,
Cottfried von Haberler, Ervin P. Hexner, Albert E. Irving,
Lewis F. Manly, and to Dr. Theodore Morgan for many val-
uable criticisms and suggestions, to Mr. Carmon M. Elliott for
his faithful help with the first draft of the book, and to Miss
Sina Spiker for seeing it through the press. I'am particularly
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vi PREFACE

grateful to Director W. T, Couch of the University of North
Carolina Press for his suggestion to write about the new plans .
for international currency stabilization and the sympathetic
understanding with which he saw the treatment grow into
something quite different from what we had originally agreed
upon.

Tufts College, November, 1944
Georce N. HaLMm
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APPENDIX 1

Tue WHITE PLAN

PRELIMINARY DRAFT OUTLINE OF A FROPOSAL FOR
AN INTERNATIONAL STABILIZATION FUND
OF THE
UNITED AND ASSOCIATED NATIONS

RevISED July 10, 1943

Preamble

1. There is a growing recognition that progress toward,
establishment of a functioning democratic world in the post-
war period will depend on the ability of free peoples to work
together in solving their_economic problems. Not the least of
these is the problem of how to prevent a widespread breakdown
of currencies with resultant international economic disorder.
We must assure a troubled world that the free countries will
solve these perplexing problems, and that they will not resort
to competitive exchange depreciation, multiple currency prac-
tices, discriminatory bilateral clearing, or other destructive
foreign exchange devices. ‘

2. These are not transitory problems of the immediate post-
war period affecting only a few countries. The history of the
past two decades shows that they are continuing problems of
vital interest to all countries. There must be a general realiza-
tion that world prosperity, like world peace, is indivisible.
Nations must act together to restore multilateral international
trade, and to provide orderly procedure for the maintenance
of balanced economic growth. Only through international co-
operation will it be possible for countries successfully to apply
measures directed toward attaining and maintaining a high
level of employment and income which must be the primary
objective of economic policy.

3. The International Stabilization Fund of the United and
Associated Nations is proposed as a permanent institution for
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206 INTERNATIONAL MONETARY COOPERATION

international monetary cooperation. The resources of this Fund
would be available under adequate safeguards to maintain cur-
rency stability, while giving member countries time to correct -
maladjustments in their balance of payments without resorting
to extreme measures destructive of international prosperity.
The resources of the Fund would not be used to prolong a basi-
cally unbalanced international position. On the contrary, the
Fund would be influential in inducing countries to pursue
policies making for an orderly return to equilibrium.

4. The Fund would deal only with member governments
and their fiscal agents, and would not intrude in the customary
channels for conducting international commerce and finance.
The Fund is intended to provide supplemental facilities for the
successful functioning of the established foreign exchange in-
stitutions and to free international commerce from harmful re-
strictions.

5. The success of the Fund must ultimately depend upon
the willingness of nations to act together on their common
problems. International monetary cooperation should not be
regarded as a matter of generosity. All countries have a vital
interest in the maintenance of international monetary stability,
and in the balanced growth of multilateral international trade.

I. Purposes of the Fund

The United Nations and the countries associated with them
recognize, as declared in the Atlantic Charter, the need for the
fullest cooperation among nations with the object of securing
economic advancement and rising standards of living for all.
They believe that attainment of these objectives will be facili-
tated by international monetary cooperation. Therefore, it is
proposed that there be established an International Stabilization
Fund with the following purposes:

1. To help stabilize the foreign exchange rates of the cur-
rencies of the United Nations and the countries associated with
them.

2. To shorten the periods and lessen the degree of disequi-
librium in the international balance of payments of member
countries.
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3. To help create conditions under which the smooth flow
of foreign trade and of productive capital among the member
countries will be fostered.

4. To facilitate the effective utilization of the blocked foreign
balances accumulating in some countries as a consequence of
the war situation. ’

5. To reduce the use of such foreign exchange restrictions,
bilateral clearing arrangements, multiple currency devices, and
discriminatory foreign exchange practices as hamper world
trade and the international flow of productive capital.

II. Composition of the Fund

1. The Fund shall consist of gold and the currencies and
securities of member governments.

2. Each of the member countries shall subscribe a specified
amount, to be called its quota. The aggregate of quotas of the
member countries shall be the equivalent of at least $5 billion.

3. Each member country shall meet its quota contribution in
full on or before the date set by the Board of Directors for the
Fund’s operations to begin.

(a) A country shall pay-in gold not less than an amount
determined as follows. If its gold and free foreign ex-
change holdings are:

(1) In excess of three times its quota, it shall pay in
gold 50 percent of its quota.
(ii) More than two but less than three times its quota,

it shall pay in gold 40 percent of its quota plus 10

percent of its holdings in excess of twice its quota.
(iii) More than its quota but less than twice its quota,

it shall pay in gold 30 percent of its quota plus 10

percent of its holdings in excess of its quota.

(iv) Less than its quota, it shall pay in gold 30 per-
cent of its holdings.

The gold payment required of a member country
substantial parts of whose home areas have been wholly
or partly occupied by the enemy, shall be only three-
fourths of the above. (For other gold provisions, Cf.
v-2-a and v-6, 7.)
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A member country may include in the legal reserve
account and in the published statement of the reserves
of gold and foreign exchange in its Treasury or Central
Bank, an amount not to exceed its gold contribution to
the Fund, minus its net purchases of foreign exchange
from the Fund paid for with local currency.

(b) It shall pay the remainder of its quota in local currency,
except that a member country may substitute govern-
ment securities (redeemable at par) for local currency
up to 50 percent of its quota.

4. A quota for each member country shall be computed by
an agreed upon formula which gives due weight to the impor-
tant relevant factors, e.g., a country’s holdings of gold and
free foreign exchange, the magnitude and the fluctuations of
its balance of international payments, its national income, etc.

Before computing individual quotas on the basis of the
agreed upon formula, there shall be reserved an amount equal
to 10 percent of aggregate quotas to be used as a special
allotment for the equitable adjustment of quotas. Where the
initial quota of a member country as computed by the formula
is clearly inequitable, the quota may be increased from this
special allotment.

5. Quotas shall be adjusted on the basis of the most recent
data 3 years after the establishment of the Fund, and at inter-
vals of 5 years thereafter, in accordance with the agreed upon
formula. In the period between adjustment of quotas, the
Fund may increase the quota of a country, where it is clearly
inequitable, out of the special allotment reserved for the equi-
table adjustment of quotas.

6. Any changes in the formula by which the quotas of mem-
ber countries are determined shall be made only with the
approval of a four-fifths vote of the Board.

7. No increase shall be made in the quota of a member
country under II4, 5 or 6 without the consent of the repre-
sentative of the country concerned.

8. The resources of the Fund shall be used exclusively for
the benefit of the member countries.
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III. Monetary Unit of the Fund

1. The monetary unit of the Fund shall be the unitas (¥N)
equal in value to 137 1/7 grains of fine gold (equivalent to $10).
No change in the gold value of the unitas shall be made except
with the approval of 85 percent of the member votes. When
such change is made, the gain or loss sustained by the Fund
on its holdings of gold shall be distributed equitably among
the members of the Fund.

The accounts of the Fund shall be kept and published in
terms of unitas.

2. The value of the currency of each member country shall
be established in terms of unitas and may not be altered except
as provided in IV-5, below. (Cf. IV-1, 2, below.)

No member country shall purchase or acquire gold, directly
or indirectly, at a price in terms of its national currency in
excess of the parity which corresponds to the value of its cur-
rency in terms of unitas and to the value of unitas in terms
of gold; nor shall any member country sell or dispose of gold,
directly or indirectly, at a price in terms of its national currency
below the parity which corresponds to the value of its currency
in terms of unitas and to the value of unitas in terms of gold.
(Cf. VIL-1.)

3. No change in the value of the currencies of member coun-
tries shall be permitted to alter the value in unitas of the assets
of the Fund. Whenever the currency of a member country has
depreciated to a significant extent, that country must deliver
to the Fund when requested an amount of its local currency or
securities equal to the decrease in the unitas value of the Fund’s
holdings of the local currency and securities of the country.
Likewise, if the currency of a member country should appre-
ciate to a significant extent, the Fund must return to that
country an amount (in the currency or securities of that coun-

try) equal to the resulting increase in the unitas value of the
Fund’s holdings.
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IV. Exchange Rates

1. The rates at which the Fund will buy and sell one mem-
ber currency for another and at which the Fund will buy and
sell gold for local currency shall be established in accordance
with the provisions below. (Cf. also 111-2 and V-2.)

2. The initial rates of exchange for member countries’ cur-
rencies shall be determined as follows:

(a) For any country which becomes a member prior to the
date on which the Fund’s operations begin, the rates
initially used by the Fund shall be based upon the value
of the currency in terms of United States dollars which
prevalled on July 1, 1943

If, in the judgment of either the member country or
the Fund, the above rate is clearly inappropriate, the
initial rate shall be determined by consultation between
the member country and the Fund. No operations in such
currency shall be undertaken by the Fund until a rate
has been established which has the approval of the Fund
and of the member country in question.

(b) For any member country which has been occupied by
the enemy, the Fund shall use the exchange rate fized
by the government of the liberated country in consulta-
tion with the Fund and acceptable to the Fund. Prior
to the fixing of a definitive rate, operations in such cur-
rency may be undertaken by the Fund with the approval
of the Board at a tentative rate of exchange fixed by
the member country in consultation with the Board. No
operations shall be continued under this provision for

" more than 3 months after the liberation of the country

- or when the local currency holdings of the Fund exceed
the quota of the country, except that under special cir-
cumstances the period and the amount of such opera-
tions may be extended by the Fund.

3. The Fund shall not come into operation until agreement
has been reached on the exchange rates for currencies of coun-
tries representing a majority of the aggregate quotas.
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4. The Fund shall determine the range within which the
rates of exchange of member currencies shall be permitted to
fluctuate. (Cf. VII-1.)

5. Changes in the exchange value of the currency of a mem-
ber country shall be considered only when essential to the
correction of fundamental disequilibrium in its balance of
payments, and shall be made only with the approval of three-
fourths of the member votes including the representative of the
country concerned.

Because of the extreme uncertainties of the immediate post-
war period, the following exceptional provisions may be used
during the first 3 years of the Fund’s operations:

(a) When the existing rate of exchange of a member country
is clearly inconsistent with the maintenance of a bal-
anced international payments position for that country,
changes from the established rate may be made at the
special request of that country and with the approval of
a majority of the member votes. '

(b) A member country may change the established rate for
its currency by not more than 10 percent provided that
the member country shall notify the Fund of its inten-
tion and shall consult with the Fund on the advisability

of its action.

V. Powers and Operations
1. The Fund shall have the power to buy, sell and hold gold,

currencies, and government securities of member countries; to
earmark and transfer gold; to issue its own obligations, and to
offer them for discount or sale in member countries.

The Fund shall purchase for local currency or needed foreign
exchange any member currency in good standing acquired by
another member country in settlement of a balance of payments
on current account, where such currency cannot be disposed of
in the foreign exchange markets within the range established
by the Fund.

2. The Fund may sell to the Treasury of any member country
(or Stabilization Fund or Central Bank acting as its agent) at
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the accepted rate of exchange, currency of any member coun-

try which the Fund holds, provided that:

( a) The foreign exchange demanded from the Fund is’
required to meet an adverse balance of payments pre-
dominantly on current account with any member coun-
try. (Cf. V-3, for capital transfers.)

When the gold and free foreign exchange holdings
of a member country exceed 50 percent of its quota,
the Fund in selling foreign exchange to such member
country shall require that one-half of such exchange

" shall be paid for with gold or foreign exchange accept-
able to the Fund. (Cf. V-6, 7; on gold collateral, see

V-2-¢.)

(b) The Fund'’s total holdings of the currency and securities
of any member country shall not exceed the quota of
such country by more than 50 percent during the first
year of operation of the Fund, and thereafter shall not
exceed such quotd by more than 100 percent (except as
otherwise provided below). The total holdings thus
permitted are termed the permissible quota of a country.
When the Fund’s holdings of local currency and securi-
ties are equal to the permissible quota of a country, the
Fund may sell foreign exchange for such additional local
currency only with the specific approval of the Board of
Directors (cf. VI-3-a, below), and provided that at
least one of the following two conditions is met:

(i) In the judgment of the Fund satisfactory measures
are being or will be taken by the country whose cur-
rency is acquired by the Fund, to correct the disequi-
librium in the country’s balance of payments; or

“(ii) It is believed that the balance of payments of the
country whose currency is acquired by the Fund will
be such as to warrant the expectation that the excess
currency holdings of the Fund can be disposed of
within a reasonable time;

Provided further, that when the Fund’s holdings of the

currency of any member country or countries fall below
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20 percent of their respective quotas, the sale of such
currencies shall also require the approval of the repre-
sentatives of these countries.

(¢) When the Fund’s holdings of local currency and securi-
ties exceed the permissible quota of a country, the Board
may require the member country to deposit collateral in
accordance with regulations prescribed by the Board.
Such collateral shall take the form of gold, foreign or
domestic currency or Government bonds, or other suit-
able collateral within the capacity of the member
country.

(d) When, in the judgment of the Fund, a member country,
whose currency and securities held by the Fund exceed
its quota, is exhausting its permissible quota more rap-
idly than is warranted, or is using its permissible quota
in a manner that clearly has the effect of preventing or
unduly delaying the establishment of a sound balance in
its international accounts, the Fund may place such con-
ditions upon additional sales of foreign exchange to
that country as it deems to be in the general interest
of the Fund.

8. The Fund may sell foreign exchange to a member coun-
try, under conditions prescribed by the Fund, to facilitate a
transfer of capital, or repayment or adjustment of foreign debts,
when in the judgment of the Board such a transfer is desirable
from the point of view of the general international economic
situation, provided the Fund’s holdings of the currency and
securities of the member country do not exceed 150 percent of
the quota of that country. When the Fund’s holdings of the
local currency and securities of a member country exceed 150
percent of the quota of that country, the Fund may, in excep-
tional circumstances, sell foreign exchange to the member coun-
try for the above purposes with the approval of three-fourths of
the member votes. (Cf. V-2-a, above; on voting, VI-3-a, be-
low.)

4. When the Fund's holdings of the currency and securities
of a member country become excessively small in relation to
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prospective acquisitions and needs for that currency, the Fund
shall render a report to that country. The report shall embody
an analysis of the causes of the depletion of the Fund’s holdings
of that currency, a forecast of the prospective balance of pay-
ments in the absence of special measures, and finally, recom-
mendations designed to increase the Fund’s holdings of that
currency. The representative of the country in question shall
be a member of the Fund committee appointed to draft the
report. This report shall be sent to all member countries and,
if deemed desirable, be made public. Member countries agree
that they will give immediate and careful attention to recom-
mendations made by the Fund.

5. Whenever it becomes evident to the Board of Directors
that the anticipated demand for any particular currency may
soon exhaust the Fund’s holdings of that currency, the Fund
shall inform the member countries of the probable supply of
the currency and of a proposed method for its equitable dis-
tribution, together with suggestions for helping to equate the
anticipated demand for and supply of that currency.

The Fund shall make every effort to increase the supply of
the scarce currency by acquiring that currency from the foreign
balances of member countries. The Fund may make special
arrangements with any member country for the purpose of pro-
viding an emergency supply under appropriate conditions
which are acceptable to both the Fund and the member
country.

To facilitate appropriate adjustment in the balance of pay-
ments position of member countries, and to help correct the
distortions in the pattern of trade balances, the Fund shall
apportion its sales of such scarce currency. In such apportion-
ment, it shall be guided by the prmmple of satisfying the most
urgent needs from the point of view of the general interna-
tional economic situation. It shall also consider the special
needs and resources of the particular countries making the re-
quest for the scarce currency.

The right of any member country to acquire an amount of
other currencies equal to its permissible quota shall be limited
by the necessity of assuring an appropriate distribution among
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the various members of any currency the supply of which is-
scarce.

8. In order to promote the most effective use of the available
and accumulating supply of foreign exchange resources of
member countries, each member country agrees that it will
offer to sell to the Fund, for its local currency or for foreign
currencies which the member country needs, one-half of the
foreign exchange resources and gold it acquires in excess of its
official holdings at the time it became a member of the Fund,
but no country need sell gold or foreign exchange under this
provision unless its official holdings (ie., Treasury, Central
Bank, Stabilization Fund, etc.) are in excess of 25 percent of
its quota, For the purpose of this provision, only free and liquid
foreign exchange resources and gold shall be considered. The
Fund may accept or reject the offer. (Cf. II-8-a, V-2-a, and
Vi)

To help achieve this objective each member country agrees
to discourage the excessive accumulation of foreign exchange
resources and gold by its nationals. The Fund shall inform any
member country when, in its opinion, any further growth of
privately held foreign exchange resources and gold appears
unwarranted.

7. When the Fund’s holdings of the local currency and
securities of a member country exceed the quota of that country,
the Fund shall, upon request of the member country, resell
to the member country the Fund’s excess holdings of the cur-
rency of that country for gold or acceptable foreign exchange.
(Cf. V-14, for charges on holdings in excess of quota.)

8. To buy from the governments of member countries,
blocked foreign balances held in other member countries, pro-
vided all the following conditions are met:

(a) The blocked balances are held in member countries
and are reported as such (for the purpose of this pro-
vision) by the member governments and are verified by
the Fund.

(b) The member country selling the blocked balances to
the Fund agrees to transfer these balances to the Fund
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and to repurchase from the Fund 40 percent of them (at
the same price) with gold or such free currencies as the
Fund may wish to accept, at the rate of 2 percent of the ~

. transferred balances each year for 20 years beginning
not later than 3 years after the date of transfer.

(c) The country in which the blocked balances are held
agrees to transfer to the Fund the balances described in
(b) above, and to repurchase from the Fund 40 per-
cent of them (at the same price) with gold or such free
currencies as the Fund may wish to accept, at the rate
of 2 percent of the transferred balances each year for
20 years beginning not later than 3 years after the date
of transfer.

(d) A charge of 1 percent on the amount of blocked balances
sold to the Fund, payable in gold, shall be levied against
the country selling its blocked balances and against the
country in which the balances are held. In addition a
charge of not less than one percent, payable in gold,
shall be levied annually against each country on the
amount of such balances remaining to be purchased
by it.

(e) If the country selling blocked balances to the Fund asks
for foreign exchange rather than local currency, the
request will not be granted unless the country needs the
foreign exchange for the purpose of meeting an adverse
balance of payments not arising from the acquisition of
gold, the accumulation of foreign balances, or other
capital transactions.

(f) Either country may, at its optxon increase the amount
it repurchases annually. But, in the case of the country
_ selling blocked balances to the Fund, not more than 2
per cent per annum of the original sum taken over by
the Fund shall become free, and only after 3 years
shall have elapsed since the sale of the balances to the
Fund.

(g) The Fund has the privilege of disposing of any of its
holdings of blocked balances as free funds after the 23-
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year period is passed, or sooner under the following
conditions:

(i) Its holdings of the free funds of the country in which
the balances are held fall below 20 percent of its quota;
or

(i) The approval is obtained of the country in which
the balances are held.

(h) The country in which the blocked balances are held
agrees not to impose any restrictions on the use of the
installments of the 40 percent portion gradually repur-
chased by the country which sold the balances to the
Fund.

() The Fund agrees not to sell the blocked balances ac-
quired under the above authority, except with the per-
mission or at the request of the country in which the
balances are being held. The Fund may invest these
balances in the ordinary or special government securi-
ties of that country. The Fund shall be free to sell such
securities in any country under the provisions of V-11,
below.

(f) The Fund shall determine from time to time the maxi-
mum proportion of the blocked balances it will purchase
under this provision.

Provided, however, that during the first 2 years of
its operation, blocked balances purchased by the Fund
shall not exceed in the aggregate 10 percent of the quotas
of all member countries. At the end of 2 years of opera-
tion, the Fund shall propose a plan for the gradual
further liquidation of blocked balances still outstanding
indicating the proportion of the blocked balances which
tlllle Board considers the Fund can appropriately pur-
chase.

Blocked balances acquired under this provision shall not be
included either in computing the amount of foreign exchange
available to member countries under their quotas (cf. V-2, 3),
or in computing charges on balances of local currency in excess
of the quotas (cf. V-14).
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9. To buy and sell currencies of non-member countries but
shall not acquire more than $10 million of the currency of any
one non-member country nor hold such currencies beyond 60
days after date of purchase except with the approval of the
Board.

10. To borrow the currency of any member country pro-
vided the additional amount is needed by the Fund and pro-
vided the representative of that country approves.

11. To sell member-country obligations owned by the Fund
provided that the representatives of the country issuing the
securities and of the country in which the securities are to be
sold approve, except that the approval of the representative
of the issuing country shall not be necessary if the obligations
are to be sold in its own market. ,

To use its holdings to obtain rediscounts or advances from
the Central Bank of any country whose currency the Fund
needs.

12. To invest any of its currency holdings in government
securities of the country of that currency prowded that the
representative of the country approves.

13. To lend to any member country its local currency from
the Fund for 1 year or less up to 75 percent of the currency
of that country held by the Fund, provided the local currency
holdings of the Fund are not reduced below 20 percent of the
quotas '

14. To make a service charge on all gold and exchange trans-
actions. -

To levy a charge uniform to all countries, at a rate not less
than 1 percent per annum, payable in gold, against any country
on the amount of its currency held by the Fund in excess of
the quota of that country. An additional charge, payable in
gold, shall be levied by the Fund against any member country
on the Fund’s holdings of its currency in excess of the per-
missible quota of that country

In case the Funds finds it necessary to borrow currency to
meet the demands of its members, an additional charge, pay-
able in gold, shall be made by the Fund sufficient to cover the
cost of the borrowing.

15. To levy upon member countries a pro rata share of the
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expenses of operating the Fund, payable in local currency, not
to exceed one-tenth percent per annum of the quota of each
country. The levy may be made only to the extent that the
earnings of the Fund are inadequate to meet its current ex-
PGHSES.

16. The Fund shall deal only with or through:

(a) The Treasuries, Stabilization Funds, or Central Banks
acting as fiscal agents of member governments.

(b) Any international banks owned predominantly by mem-
ber governments.

The Fund may, nevertheless, with the approval of the repre-
sentatives of the governments of the countries concerned, sell
its own securities, or securities it holds, directly to the public
or to institutions of member countries.

VI. Management

1. The administration of the Fund shall be vested in a Board
of Directors. Each government shall appoint a director and an
alternate, in a manner determined by it, who shall serve for a
period of 5 years, subject to the pleasure of their government.
Directors and alternates may be reappointed.

2. In all voting by the Board, the director or alternate of
each member country shall be entitled to cast an agreed upon
number of votes.

The distribution of basic votes shall be closely related to the
quotas of member countries, although not in precise proportion
to the quotas. An appropriate distribution of basic voting power
would seem to be the following: Fach country shall have 100
votes, plus 1 vote for the equivalent of each 100,000 unitas ($1
million) of its quota.

No country shall be entitled to cast more than one-fifth of
the aggregate basic votes, regardless of its quota.

3. All voting shall be according to basic votes except as
follows:

(a) In voting on proposals to authorize the sale of foreign
exchange, each country shall cast a number of votes
modified from its basic vote:
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(i) By the addition of one vote for each $2 million of net
sales of its currency by the Fund (adjusted for its net
transactions in gold), and .

(ii) By the subtraction of one vote for each $2 million
of its net purchases of foreign exchange from the Fund
(adjusted for its net transactions in gold).

(b) In voting on proposals to suspend or restore member-
ship, each member country shall cast one vote, as pro-
vided in VI-11, below.

4. All decisions, except where specifically provided other-

wise, shall be made by a majority of the member votes.
. 5. The Board of Directors shall select a Managing Director
of the Fund and one or more assistants. The Managing Director.
shall become an ex officio member of the Board and shall be
chief of the operating staff of the Fund. The operating staff
shall be selected in accordance with regulations established
by the Board of Directors.

6. The Board of Directors shall appoint from among its mem-
bers an Executive Committee of not less than 11 members. The
Chairman of the Board shall be Chairman of the Executive
Committee, and the Managing Director of the Fund shall be
an ex officio member of the Executive Committee.

The Executive Committee shall be continuously available
‘at the head office of the Fund and shall exercise the authority
delegated to it by the Board. In the absence of any member
of the Executive Committee, his alternate shall act in his place.
Members of the Executive Committee shall receive appropriate
remuneration.

7. The Board of Directors may appoint such other commit-
tees as it finds necessary for the work of the Fund. It may also
appoint advisory committees chosen wholly or partially from
persons not employed by the Fund.

8. The Board of Directors may at any meeting authorize
any officers or committees of the Fund to exercise any specified
powers of the Board not requiring more than a majority vote.

The Board may delegate any authority to the Executive
Committee, provided that the delegation of powers requiring
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more than a majority of the member votes can be authorized
only by a majority (of the Board) of the same size as specified,
and can be exercised by the Executive Committee only by like
majority.

Delegated powers shall be exercised only until the next
meeting of the Board, and in a manner consistent with the
general policies and practices of the Board.

9. The Board of Directors may establish procedural regu-
lations governing the operations of the Fund. The officers and
committees of the Fund shall be bound by such regulations.

10. The Board of Directors shall hold an annual meeting
and such other meetings as it may be desirable to convene.
The annual meeting shall be held in places designated by the
Executive Committee, but not more than one annual meeting
in any 5-year period shall be held within the same member
country.

On request of member countries casting one-fourth of the
votes, the Chairman shall call a meeting of the Board for the
purpose of considering any matters placed before it.

11. A country failing to meet its obligations to the Fund may
be suspended provided a majority of the member countries so
decides. While under suspension, the country shall be denied
the privileges of membership but shall be subject to the same
obligations as any other member of the Fund. At the end of
1 year the country shall be automatically dropped from mem-
bership unless it has been restored to good standing by a
majority of the member countries.

Any country may withdraw from the Fund by giving notice,
and its withdrawal will take effect 1 year from the date of
such notice. During the interval between notice of withdrawal
and the taking effect of the notice, such country shall be subject
to the same obligations as any other member of the Fund.

A country which is dropped or which withdraws from the
Fund shall have returned to it an amount in its own currency
equal to its contributed quota, plus other obligations of the
Fund to the country, and minus any sum owed by that country
to the Fund. Any losses of the Fund may be deducted pro rata -
from the contributed quota to be returned to the country that
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has been dropped or has withdrawn from membership. Local
currency holdings of the Fund in excess of the above shall be
repurchased by that country with gold or foreign exchange
acceptable to the Fund.

When any country is dropped or withdraws from member-
ship, the rights of the Fund shall be fully safeguarded The obli-
gations of a country to the Fund shall become due at the
time it is dropped or withdraws from membership; but the
Fund shall have 5 years within whxch to liquidate its obliga-
tions to such country.

12. Net profits earned by the Fund shall be distributed in
the following manner:

(a) Fifty percent to reserves until the reserves are equal to
10 percent of the aggregate quotas of the Fund.

" (b) Fifty percent to be divided each year among the mem-
bers in proportion to their quotas. Dividends distributed
to each country shall be paid in its own cwrrency or in
gold at the discretion of the Fund.

i/

- VIL. Policies of Member Countries

Each member country of the Fund undertakes the following:

1. To maintain by appropriate action exchange rates estab-
lished by the Fund on the currencies of other countries, and
not to alter exchange rates except as provided in IV-5, above.

Exchange rates of member countries may be permitted to
fluctuate within the specified range fixed by the Fund.

*2. Not to engage in exchange dealings with member or non-
member countries that will undermine stability of exchange
rates established by the Fund.

3. To abandon, as soon as the member country decides that
conditions permit, all restrictions (other than those involving
capital transfers) over foreign exchange transactions with other
member countries, and not to impose any additional restrictions
(except upon capital transfers) without the approval of the
Fund.

The Fund may make representations to member countries
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that conditions are favorable for the abandonment of restric-
tions over foreign exchange transactions, and each member
_ country shall give consideration to such representations.

All member countries agree that all of the local currency
holdings of the Fund shall be free from any restrictions as to
their use. This provision does not apply to blocked foreign
balances acquired by the Fund in accordance with the pro-
visions of V-8, above.

4. To cooperate effectively with other member countries
when such countries, with the approval of the Fund, adopt or
. continue controls for the purpose of regulating international
movements of capital. Cooperation shall include, upon recom-
mendation by the Fund, measures that can appropriately be
taken, such as:

(@) Not to accept or permit acquisition of deposits, securi-
ties, or investments by nationals of any member country
imposing restrictions on the export of capital except with
the permission of the government of that country and
the Fund;

(b) To make available to the Fund or to the government of
any member country such information as the Fund con-
siders necessary on property in the form of deposits,
securities and investments of the nationals of the mem-
ber country imposing the restrictions.

5. Not to enter upon any new bilateral clearing arrange-
ments, nor engage in multiple currency practices, which in the
judgment of the Fund would retard the growth of world trade
or the intemational flow of productive capital.

6. To give consideration to the views of the Fund on any
existing or proposed monetary or economic policy, the effect of
which would be to bring about sooner or later a serious dis-
equilibrium in the balance of payments of other countries.

7. To furnish the Fund with all information it needs for its
operations and to furnish such reports as the Fund may require
in the form and at the times requested by the Fund.

8. To adopt appropriate legislation or decrees to carry out
its undertakings to the Fund.
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Tue KEYNES Pran
PROPOSALS FOR AN INTERNATIONAL CLEARING UNION

APRIL 8, 1943

Preface

Immediately after the war, all countries which have been en-
gaged will be concerned with the pressure of relief and urgent
reconstruction, The transition out of this into the normal world
of the future cannot be wisely effected unless we know into
what we are moving. It is therefore not too soon to consider
what is to come after. In the field of national activity occupied
by production, trade and finance, both the nature of the prob-
lem and the experience of the period between wars suggest
four main lines of approach.

1. The mechanism of currency and exchange.

2. The framework of a commercial policy regulating condi-
tions for exchange of goods, tariffs, preferences, subsidies, im-
port regulations and the like.

3. Orderly conduct of production, distribution and price of
primary products so as to protect both producers and con-
sumers from the loss and risk for which extravagant fluctuations
of market conditions have been responsible in recent times.

4. Investment aid, both medium and long term, for countries
whose economic development needs assistance from outside.

If the principles of these measures and the form of institu-
tions to give effect to them can be settled in advance, in order
that they may be in operation when need arises, it is possible
that taken together they may help the world to control the ebb
and flow of the tides of economic activity which have, in the
past, destroyed security of livelihood and endangered interna-
tional peace.

- All these matters will need to be handled in due course. The
proposal that follows relates only to the mechanism of currency
224
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and exchange in international trading, It appears on the whole
convenient to give it priority, because some general conclusions
have to be reached under this head before much progress can
be made with other topics.

In preparing these proposals care has been taken to regard
certain conditions, which the groundwork of an international
economic system to be set up after the war should satisfy if it
is to prove durable.

(1) There should be the least possible interference with in-
ternal national policies, and the plan should not wander from
the international terrain. Since such policies may have impor-
tant repercussions on international relations they cannot be left
out of account. Nevertheless, in the realm of internal policy, the
authority of the governing board of the proposed institution
should be limited to recommendations, or, at most, to imposing
conditions for more extended enjoyment of the facilities which
the institution offers.

(2) The technique of the plan must be capable of application
irrespective of the type and principle of government and the
economic policy existing in the prospective member States.

(3) Management of the institution must be genuinely inter-
national, without preponderant power of veto or enforcement
lying with any country or group. And the rights and privileges
of smaller countries must be safeguarded.

(4) Some qualification of the right to act at pleasure is re-
quired by any agreement or treaty between Nations. But in
order that such arrangements may be fully voluntary so long
as they last and terminable when they have become irksome,
provision must be made for voiding the obligation at due no-
tice. If many member States were to take advantage of this, the
plan would have broken down, but if they are free to escape
from its provisions if necessary, they may be more willing to
go on accepting them,

(5) The plan must operate not only to the general advantage
but also to the individual advantage of each of the participants,
and must not require a special economic or financial sacrifice
from certain countries. No participant must be asked to do or
offer anything which is not to his own true long-term interest.
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It must be emphasized that it is not for the Clearing Union
to assume the burden of long term lending which is the proper
task of some other institution. It is also necessary for it to have
the means of restraining improvident borrowers. But the Clear-
ing Unjon must also seek to discourage creditor countries from
having unused large liquid balances which ought to be devoted
to some positive purpose. For excessive credit balances neces-
sarily create excessive debit balances for some other party. In
recognising that the creditor as well as the debtor may be re-
sponsible for a want of balance, the proposed institution would
be breaking new ground.

L The Objects of the Plan

1. About the primary objects of an improved system of Inter-
national Currency there is, to-day, a wide measure of agree-
ment:—

(a) We need an instrument of international currency having
general acceptability between nations, so that blocked
balances and bilateral clearings are unnecessary; that is
to say, an instrument of currency used by each nation
in its transactions with other nations, operating through
whatever national organ, such as a Treasury or a Central
Bank, is most appropriate, private individuals, busi-
nesses and banks other than Central Banks, each con-
tinuing to use their own national currency as heretofore.

(b) We need an orderly and agreed method of determining
the relative exchange values of national currency units,
so that unilateral action and competitive exchange de-
preciations are prevented.

(¢) We need a quantum of international currency, which is
“neither determined in an unpredictable and irrelevant
manner as, for example, by the technical progress of the
gold industry, nor subject to large variations depending
on the gold reserve policies of individual countries; but
is governed by the actual current requirements of world
commerce, and is also capable of deliberate expansion
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and contraction to offset deflationary and inflationary
tendencies in effective world demand.

(d) We need a system possessed of an internal stabilising
mechanism, by which pressure is exercised on any coun-
try whose balance of payments with the rest of the world
is departing from equilibrium in either direction, so as to
prevent movements which must create for its neighbours
an equal but opposite want of balance.

(e) We need an agreed plan for starting off every country
after the war with a stock of reserves appropriate to its
jmportance in world commerce, so that without due
anxiety it can set its house in order during the transi-
tional period to full peace-time conditions.

(f) We need a central institution, of a purely technical and
non-political character, to aid and support other interna-
tional institutions concerned with the planning and
regulation of the world’s economic life.

(g) More generally, we need a means of reassurance to a
troubled world, by which any country whose own affairs
are conducted with due prudence is relieved of anxiety,
for causes which are not of its own making, concerning
its ability to meet its international Liabilities; and which
will, therefore, make unnecessary those methods of
restricion and discrimination which countries have
adopted hitherto, not on their merits, but as measures
of self-protection from disruptive outside forces.

2. There is also a growing measure of agreement about the
general character of any solution of the problem likely to be
successful. The particular proposals set forth below lay no claim
to originality. They are an attempt to reduce to practical shape
certain general ideas belonging to the contemporary climate of
economic opinion, which have been given publicity in recent
months by writers of several different nationalities. It is difficult
to see how any plan can be successful which does not use these
general ideas, which are born of the spirit of the age. The
actual details put forward below are offered, with no dogmatic
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intention, as the basis of discussion for criticism and improve-
ment. For we cannot make progress without embodying the |

general underlying idea in a frame of actual working, which
~ will bring out the practical and political difficulties to be faced
and met if the breath of life is to inform it.

3. In one respect this particular plan will be found to be
more ambitious and yet, at the same time, perhaps more work-
able than some of the variant versions of the same basic idea,
in that it is fully international, being based on one general
agreement and not on a multiplicity of bilateral arrangements.
Doubtless proposals might be made by which bilateral arrange-
ments could be fitted together so as to obtain some of the
advantages of a multilateral scheme. But there will be many
difficulties attendant on such adjustments. It may be doubted
whether a comprehensive scheme will ever in fact be worked
out, unless it can come into existence through a single act of cre-
ation made possible by the unity of purpose and energy of hope
for better things to come, springing from the victory of the
United Nations, when they have attained it, over immediate
evil. That these proposals are ambitious is claimed, therefore
to be not a drawback but an advantage. o

, 4. The proposal is to establish a Currency Union, here desig-
‘nated an International Clearing Union, based on international
bank-money, called (let us say) bancor, fixed (but not un-
alterably) in terms of gold and accepted as the equivalent of
gold by the British Commonwealth and the United States and
all the other members of the Union for the purpose of settling
international balances. The Central Banks of all member States
(and also of non-members) would keep accounts with the In-
ternational Clearing Union through which they would be en-
titled to settle their exchange balances with one another at
their par value as defined in terms of bancor. Countries having
a favourable balance of payments with the rest of the world
as a whole would find themselves in possession of a credit
account with the Clearing Union, and those having an unfa-
vourable balance would have a debit account. Measures would
be necessary (see below) to prevent the piling up of credit and
debit balances without limit, and the system would have failed
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in the long run if it did not possess sufficient capacity for self-
equilibrium to secure this.

5. The idea underlying such a Union is simple, namely, to
generalise the essential principle of banking as it is exhibited
within any closed system. This principle is the necessary
equality of credits and debits. If no credits can be removed
outside the clearing system, but only transferred within it, the
Union can never be in any difficulty as regards the honouring
of cheques drawn upon it. It can make what advances it wishes
to any of its members with the assurance that the proceeds can
only be transferred to the clearing account of another member.
Its sole task is to see to it that its members keep the rules and
that the advances made to each of them are prudent and ad-
visable for the Union as a whole.

II. The Provisions of the Plan

6. The provisions proposed (the particular proportions and
other details suggested being tentative as a basis of discussion)
are the following:—

(1) All the United Nations will be invited to become original
members of the International Clearing Union. Other States may
be invited to join subsequently. If ex-enemy States are invited
to join, special conditions may be applied to them.

~ (2) The Governing Board of the Clearing Union shall be
appointed by the Governments of the several member States,
as provided in (12) below; the daily business with the Union
and the technical arrangements being carried out through their
Central Banks or other : appropriate authorities.

(8) The member States will agree between themselves the
initial values of their own currencies in terms of bancor. A
member State may not subsequently alter the value of its cur-
rency in terms of bancor without the permission of the Govern-
ing Board except under the conditions stated below; but during
the first five years after the inception of the system the Govern-
ing Board shall give special consideration to appeals for an
adjustment in the exchange value of a national currency unit
on the ground of unforeseen circumstances.

(4) The value of bancor in terms of gold shall be fixed by
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the Governing Board. Member States shall not purchase or
acquire gold, directly or indirectly, at a price in terms of their
national currencies in excess of the parity which corresponds
to the value of their currency in terms of bancor and to the
value of bancgr in terms of gold. Their sales and purchases of
* gold shall not be otherwise restricted.

(5) Each member State shall have assigned to it a quota,
which shall determine the measure of its responsibility in the
management of the Union and of its right to enjoy the credit
facilities provided by the Union. The initial quotas might be
fixed by reference to the sum of each country’s exports and
imports on the average of (say) the three pre-war years, and
might be (say) 75 percent of this amount, a special assessment
being substituted in cases (of which there might be several)
where this formula would be, for any reason, inappropriate.
Subsequently, after the elapse of the transitional period, the
quotas should be revised annually in accordance with the run-
ning average of each country’s actual volume of trade in the
three preceding years, rising to a five-year average when
figures for five post-war years are available. The determination
of a country’s quota primarily by reference to the value of its
foreign trade seems to offer the criterion most relevant to a plan
which is chiefly concerned with the regulation of the foreign
exchanges and of a country’s international trade balance. It is,
however, a matter for discussion whether the formula for fixing
quotas should also take account of other factors.

(6) Member States shall agree to accept payment of cur-
rency balances, due to them from other members, by a transfer
of bancor to their credit in the books of the Clearing Union.
They shall be entitled, subject to the conditions set forth below,
to make transfers of bancor to other members which have the
effect of overdrawing their own accounts with the Union, pro-
vided that the maximum debit balances thus created do not
exceed their quota. The Clearing Union may, at its discretion,
charge a small commission or transfer fee in respect of transac-
tions in its books for the purpose of meeting its current expenses
or any other outgoings approved by the Governing Board.

(7) A member State shall pay to the Reserve Fund of the
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Clearing Union a charge of 1 percent per annum on the amount
of its average balance in bancor, whether it is a credit or a debit
balance, in excess of a quarter of its quota; and a further charge
of 1 percent on its average balance, whether credit or debit, in
excess of a half of its quota. Thus, only a country which keeps
as nearly as possible in a state of international balance on the
average of the year will escape this contribution. These charges
are not absolutely essential to the scheme. But if they are found
acceptable, they would be valuable and important inducements
towards keeping a level balance, and a significant indication
that the system looks on excessive credit balances with as critical
an eye as on excessive debit balances, each being, indeed, the
inevitable concomitant of the other. Any member State in debit
may, after consultation with the Governing Board, borrow
bancor from the balances of any member State in credit on such
terms as may be mutually agreed, by which means each would
avoid these contributions. The Governing Board may, at its
discretion, remit the charges on credit balances, and increase -
correspondingly those on debit balances, if in its opinion unduly
expansionist conditions are impending in the world economy.

(8)—(a) A member State may not increase its debit balance
by more than a quarter of its quota within a year without the
permission of the Governing Board. If its debit balance has
exceeded a quarter of its quota on the average of at least two
years, it shall be entitled to reduce the value of its currency in
terms of bancor provided that the reduction shall not exceed
5 percent without the consent of the Governing Board; but it
shall not be entitled to repeat this procedure unless the Board
is satisfied that this procedure is appropriate. ’

(b) The Governing Board may require from a member State
having a debit balance reaching a half of its quota the deposit
of suitable collateral against its debit balance. Such collateral
shall, at the discretion of the Governing Board, take the form
of gold, foreign or domestic currency or Government bonds,
within the capacity of the member State. As a condition of
allowing a member State to increase its debit balance to a
figure in excess of a half of its quota, the Governing Board
may require all or any of the following measures:—
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(i) a stated reduction in the value of the member’s cur-
rency, if it deems that to be the suitable remedy;
(ii) the control of outward capital transactions if not already
in force; and '
(iii) the outright surrender of a suitable proportion of any
separate gold or other liquid reserve in reduction of its
debit balance.

Furthermore, the Governing Board may recommend to the
Government of the member State any internal measures affect-
ing its domestic economy which may appear to be appropriate
to restore the equilibrium of its international balance.

" (¢) I a member State’s debit balance has exceeded three-
quarters of its quota on the average of at least a year and is
excessive in the opinion of the Governing Board in relation to
the total debit balances outstanding on the books of the Clear-
ing Union, or is increasing at an excessive rate, it may, in addi-
tion, be asked by the Governing Board to take measures to
improve its position, and, in the event of its failing to reduce
its debit balance accordingly within two years, the Governing
Board may declare that it is in default and no longer entitled
to draw against its account except with the permission of the
Governing Board.

(d) Each member State, on joining the system, shall agree
to pay to the Clearing Union any payments due from it to a
country in default towards the discharge of the latter’s debit
balance and to accept this arrangement in the event of falling
into default itself. A member State which resigns from the
Clearing Union without making approved arrangements for the
discharge of any debit balance shall also be treated as in
default.

(9). A member State whose credit balance has exceeded half
of its quota on the average of at least a year shall discuss with
the Governing Board (but shall retain the ultimate decision
in its own hands) what measures would be appropriate to re-
store the equilibrium of its international balances, including—

(@) Measures for the expansion of domestic credit and do-
mestic demand.
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(b) The appreciation of its local currency in terms of bancor,
or, alternatively, the encouragement of an increase in
money rates of earnings.

(c) The reduction of tariffs and other discouragements
against imports.

(d) International development loans.

(10) A member State shall be entitled to obtain a credit
balance in terms of bancor by paying in gold to the Clearing
Union for the credit of its clearing account. But no one is en-
titled to demand gold from the Union against a balance of
bancor, since such balance is available only for transfer to
another clearing account. The Governing Board of the Union
shall, however, have the discretion to distribute any gold in
the possession of the Union between the members possessing
credit balances in excess of a specified proportion of their
quotas, proportionately to such balances, in reduction of their
amount in excess of that proportion.

(11) The monetary reserves of a member State, viz., the
Central Bank or other bank or Treasury deposits in excess of a
working balance, shall not be held in another country except
with the approval of the monetary authorities of that country.

(12) The Governing Board shall be appointed by the Gov-
ernments of the member States, those with the larger quotas
being entitled to appoint a member individually, and those with
smaller quotas appointing in convenient political or geographi-
cal groups, so that the members would not exceed (say) 12 or
15 in number. Each representative on the Governing Board
shall have a vote in proportion to the quotas of the State (or
States) appointing him, except that on a proposal to increase
a particular quota, a representative’s voting power shall be
measured by the quotas of the member States appointing him,
increased by their credit balance or decreased by their debit
balance, averaged in each case over the past two years. Each
member State, which is not individually represented on the
Governing Board, shall be entitled to appoint a permanent
delegate to the Union to maintain contact with the Board and
to act as liaison for daily business and for the exchange of in-

.
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formation with the Executive of the Union. Such delegate shall
be entitled to be present at the Governing Board when any
matter is under consideration which specially concerns the
State he represents, and to take part in the discussion. '

(13) The Governing Board shall be entitled to reduce the
quotas of members, all in the same specified -proportion, if it
seems necessary to correct in this manner an excess of world
purchasing power. In that event, the provisions of 6 (8) shall
be held to apply to the quotas as so reduced, provided that no
member shall be required to reduce his actual overdraft at the
date of the change, or be entitled by reason of this reduction
to alter the value of his currency under 6 (8) (a), except after
the expiry of two years. If the Governing Board subsequently
desires to correct a potential deficiency of world purchasing
power, it shall be entitled to restore the general level of quotas
towards the original level.

(14) The Governing Board shall be entitled to ask and re-
ceive from each member State any relevant statistical or other
information, including a full disclosure of gold, external credit
and debit balances and other external assets and liabilities, both
public and private. So far as circumstances permit, it will be
desirable that the member States shall consult with the Govern-
ing Board on important matters of policy likely to affect sub-
stantially their bancor balances or their financial relations with
other members.

(15) The executive offices of the Union shall be situated in
London and New York, with the Governing Board meeting
alternately in London and Washington.

(16) Members shall be entitled to withdraw from the Union
on a year’s notice, subject to their making satisfactory arrange-
ments to discharge any debit balance. They would not, of
course, be able to employ any credit balance except by making
transfers from it, either before or after their withdrawal, to the
Clearing Accounts of other Central Banks. Similarly, it should
be within the power of the Governing Board to require the
withdrawal of a member, subject to the same notice, if the
latter is in breach of agreements relating to the Clearing Union.

(17) The Central Banks of non-member States would be
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allowed to keep credit clearing accounts with the Union; and,
indeed, it would be advisable for them to do so for the conduct
of their trade with member States. But they would have no
right to overdrafts and no say in the management.

(18) The Governing Board shall make an annual Report
and shall convene an annual Assembly at which every member
State shall be entitled to be represented individually and to
move proposals. The principles and governing rules of the
Union shall be the subject of reconsideration after five years’
experience, if a majority of the Assembly desire it.

III. What Liabilities Ought the Plan to Place on Creditor
Countries?

7. It is not contemplated that either the debit or the credit
balance of an individual country ought to exceed a certain
maximum-let us say, its quota. In the case of debit balances
this maximum has been made a rigid one, and, indeed, counter-
measures are called for long before the maximum is reached.
In the case of credit balances no rigid maximum has been pro-
posed. For the appropriate provision might be to require the
eventual cancellation or compulsory investment of persistent
bancor credit balances accumulating in excess of a member’s
quota; and, however desirable this may be in principle, it might
be felt to impose on creditor countries a heavier burden than
they can be asked to accept before having had experience of
the benefit to them of the working of the plan as a whole. If,
on the other hand, the limitation were to take the form of the
creditor country not being required to accept bancor in excess
of a prescribed figure, this might impair the general accepta-
bility of bancor, whilst at the same time conferring no real
benefit on the creditor country itself. For, if it chose to avail
itself of the limitation, it must either restrict its exports or be
driven back on some form of bilateral payments agreements
outside the Clearing Union, thus substituting a less acceptable
assct for bancor balances which are based on the collective
credit of all the member States and are available for payments
to any of them, or attempt the probably temporary expedient
of refusing to trade except on a gold basis.
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8. The absence of a rigid maximum to credit balances does
* not impose on any member State, as might be supposed at first
sight, an unlimited liability outside its own control. The liability
of an individual member is determined, not by the quotas of
the other members, but by its own policy in controlling its
favourable balance of payments. The existence of the Clearing
Union does not deprive a member State of any of the facilities
which it now possesses for receiving payment for its exports.
In the absence of the Clearing Union a creditor country can
employ the proceeds of its exports to buy goods or to buy in-
vestments, or to make temporary advances and to hold tempo-
rary overseas balances, or to buy gold in the market. All these
facilities will remain at its disposal. The difference is that in
the absence of the Clearing Union, more or less automatic
factors come into play to restrict the volume of its exports after
the above means of receiving payment for them have been
exhausted. Certain countries become unable to buy and, in
addition to this, there is an automatic tendency towards a
general slump in international trade and, as a result, a reduc-
tion in the exports of the creditor country. Thus, the effect of
the Clearing Union is to give the creditor country a choice
between voluntarily curtailing its exports to the same extent
that they would have been involuntarily curtailed in the ab-
sence of the Clearing Union, or, alternatively, of allowing its
exports to continue and accumulating the excess receipts in
the form of bancor balances for the time being. Unless the
removal of a factor causing the involuntary reduction of exports
is reckoned a disadvantage, a creditor country incurs no burden
but is, on the contrary, relieved, by being offered the additional
option of receiving payment for its exports through the accumu-
lation of a bancor balance.

- 9. If, therefore, 2 member State asks what governs the maxi-
mum liability which it incurs by entering the system, the answer
is that this lies entirely within its own control. No more is asked
of it than that it should hold in bancor such surplus of its
favourable balance of payments as it does not itself choose to
employ in any other way, and only for so long as it does not
so choose.
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IV. Some Advantages of the Plan

10. The plan aims at the substitution of an expansionist, in
place of a contractionist, pressure on world trade.

11. It effects this by allowing to each member State overdraft
facilities of a defined amount. Thus each country is allowed a
certain margin of resources and a certain interval of time within
which to effect a balance in its economic relations with the rest
of the world. These facilities are made possible by the consti-
tution of the system itself and do not involve particular in-
debtedness between one member State and another. A country
is in credit or debit with the Clearing Union as a whole. This
means that the overdraft facilities, whilst a relief to some, are
not a real burden to others. For the accumulation of a credit
balance with the Clearing Union would resemble the importa-
tion of gold in signifying that the country holding it is abstain-
ing voluntarily from the immediate use of purchasing power.
But it would not intolve, as would the importation of gold, the
withdrawal of this purchasing power from circulation or the ex-
ercise of a deflationary and contractionist pressure on the whole
world, including in the end the creditor country itself. Under
the proposed plan, therefore, no country suffers injury (but
on the contrary) by the fact that the command over resources,
which it does not itself choose to employ for the time being, is
not withdrawn from use. The accumulation of bancor credit
does not curtail in the least its capacity or inducement either
to produce or to consume.

12. In short, the analogy with a national banking system is
complete. No depositor in a local bank suffers because the
balances, which he leaves idle, are employed to finance the
business of someone else. Just as the development of national
banking systems served to offset a deflationary pressure which
would have prevented otherwise the development of modern
industry, so by extending the same principle into the interna-
tional field we may hope to offset the contractionist pressure
which might otherwise overwhelm in social disorder and dis-
appointment the good hopes of our modern world. The substi-
tution of a credit mechanism in place of hoarding would have
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repeated in the international field the same miracle, already
performed in the domestic field, of turning a stone into bread.

13. There might be other ways of effecting the same objects
- temporarily or in part. For example, the United States might
redistribute her gold. Or there might be a number of bilateral
arrangements having the effect of providing international over-
drafts, as, for example, an agreement by the Federal Reserve
Board to accumulate, if necessary, a large sterling balance at
the Bank of England, accompanied by a great number of
similar bilateral arrangements, amounting to some hundreds
altogether, between these and all the other banks in the world.
The objection to particular arrangements of this kind, in addi-
tion to their greater complexity, is that they are likely to be
influenced by extraneous, political reasons; that they put indi-
vidual countries in a position of particular obligation towards
others; and that the distribution of the assistance between
different countries may not correspond to need and to the real
requirements, which are extremely difficult to foresee.

14. It should be much easier, and surely more satisfactory
for all of us, to enter into a general and collective responsibility,
applying to all countries alike, that a country finding itself in
a creditor position against the rest of the world as a whole
should enter into an arrangement not to allow this credit bal-
ance to exercise a contractionist pressure against world economy
and, by repercussion, against the economy of the creditor coun-
try itself. This would give everyone the great assistance of
multilateral clearing, whereby (for esample) Great Britain
could offset favourable balances arising out of her exports to
Europe against unfavourable balances due to the United States
or South America or elsewhere. How, indeed, can any country
hope to start up trade with Europe during the relief and recon-
struction period on any other terms?

15. The facilities offered will be of particular importance in
the transitional period after the war, as soon as the initial short-
ages of supply have been overcome. Many countries will find a
difficulty in paying for their imports, and will need time and
resources before they can establish a readjustment. The efforts
of each of these debtor countries to preserve its own equilib-
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rium, by forcing its exports and by cutting off all imports which
are not strictly necessary, will aggravate the problems of all the
others. On the other hand, if each feels free from undue pres-
sure, the volume of international exchange will be increased
and everyone will find it easier to re-establish equilibrium with-
out injury to the standard of life anywhere. The creditor coun-
tries will benefit, hardly less than the debtors, by being given
" an interval of time in which to adjust their economies, during
which they can safely move at their own pace without the re-
sult of exercising deflationary pressure on the rest of the world,
and, by repercussion, on themselves.

16. It must, however, be emphasized that the provision by
which the members of the Clearing Union start with substantial
overdraft facilities in hand will be mainly useful, just as the pos-
session of any kind of reserve is useful, to allow time and method
for necessary adjustments and a comfortable safeguard behind
which the unforeseen and the unexpected can be faced with
equanimity. Obviously, it does not by itself provide any long-
term solution against a continuing disequilibrium, for in due
course the more improvident and the more impecunious, left to
themselves, would have run through their resources. But, if
the purpose of the overdraft facilities is mainly to give time for
adjustments, we have to make sure, so far as possible, that they
will be made. We must have, therefore, some rules and some
machinery to secure that equilibrium is restored. A tentative
attempt to provide for this has been made above. Perhaps it
might be strengthened and improved.

17. The provisions suggested differ in one important respect
from the pre-war system because they aim at putting some part
of the responsibility for adjustment on the creditor country as
well as on the debtor. This is an attempt to recover one of the
advantages which were enjoyed in the nineteenth century,
when a flow of gold due to a favourable balance in favour of
London and Paris, which were then the main creditor centres,
immediately produced an expansionist pressure and increased
foreign lending in those markets, but which has been lost since
New York succeeded to the position of main creditor, as a result
of gold movements failing in their effect, of the breakdown
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of international borrowing and of the frequent flight of loose
funds from one depository to another. The object is that the
creditor should not be allowed to remain entirely passive. For if
he is, an intolerably heavy task may be laid on the debtor coun-
try, which is already for that very reason in the weaker position.

18. If, indeed, a country lacks the productive capacity to
maintain its standard of life, then a reduction in this standard
is not avoidable. If its wage and price levels in terms of
money are out of line with those elsewhere, a change in the rate
of its foreign exchange is inevitable. But if, possessing the pro-
ductive capacity, it lacks markets because of restrictive policies
throughout the world, then the remedy lies in expanding its
opportunities for export by removal of the restrictive pressure.
We are too ready to-day to assume the inevitability of un-
balanced trade positions, thus making the opposite error to
those who assumed the tendency of exports and imports to
equality. It used to be supposed, without sufficient reason, that
~ effective demand is always properly adjusted throughout the
world; we now tend to assume, equally without sufficient rea-
son, that it never can be. On the contrary, there is great force in
the contention that, if active employment and ample purchasing
power can be sustained in the main centres of the world trade,
the problem of surpluses and unwanted exports will largely dis-
appear, even though, under the most prosperous conditions,
there may remain some disturbances of trade and unforeseen
situations requiring special remedies.

V. The Daily Management of the Exchanges under the Plan

19. The Clearing Union restores unfettered multilateral
clearing between its members. Compare this with the difficul-
ties and complications of a large number of bilateral agree-
ments. Compare, above all, the provisions by which a country,
taking improper advantage of a payments agreement (for the
system is, in fact, a generalized payments agreement), as Ger-
many did before the war, is dealt with not by a single country
(which may not be strong enough to act effectively in isolation
or cannot afford to incur the diplomatic odium of isolated
action), but by the system as a whole. If the argument is used
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that the Clearing Union may have difficulty in disciplining a

mishehaving country and in avoiding consequential loss, with
what much greater force can we urge this objection against a
multiplicity of separate bilateral payments agreements.

20. Thus we should not only obtain the advantages, without
the disadvantages, of an international gold currency, but we
might enjoy these advantages more widely than was ever pos-,
sible in practice with the old system under which at any given
time only a minority of countries were actually working with
free exchanges. In conditions of multilateral clearing, exchange
dealings would be carried on as freely as in the best days of the
gold standard, without its being necessary to ask anyome to
accept special or onerous conditions.

21. The principles governing transactions are: first, that the
Clearing Union is set up, not for the transaction of daily busi-
ness between individual traders or banks, but for the clearing
and settlement of the ultimate outstanding balances between
Central Banks (and certain other super-national Institutions),
such as would have been settled under the old gold standard
by the shipment or the earmarking of gold, and should not tress-
pass unnecessarily beyond this field; and, second, that its pur-
pose is to increase freedom in international commerce and not
to multiply interferences or compulsions.

22. Many Central Banks have found great advantages in cen-
tralising with themselves or with an Exchange Control the
supply and demand of all foreign exchange, thus dispensing
with an outside exchange market, though continuing to accom-
modate individuals through the existing banks and not directly.
The further extension of such arrangements would be consonant
with the general purposes of the Clearing Union, inasmuch as
they would promote order and discipline in international ex-
change transactions in detail as well as in general. The same is
true of the control of capital movements, further described
below, which many States are likely to wish to impose on their
own nationals. But the structure of the proposed Clearing Union
does not require such measures of centralisation or of control
on the part of a member State. It is, for example, consistent
alike with the type of Exchange Control now established in the
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United Kingdom or with the system now-operating in the
United States. The Union does not prevent private holdings of
foreign currency or private dealings in exchange or international
capital movements, if these have been approved or allowed by -
the member States concerned. Central Banks can deal direct
with one another as heretofore. No transaction in bancor will
take place except when a member State or its Central Bank is
exercising the right to pay in it. In no case is there any direct
control on capital movements by the Union, even in the case
of 6 (8) (b} (ii) above, but only by the member States them-
selves through their own institutions. Thus the fabric of inter-
national banking organisation, built up by long experience to
satisfy practical needs, would be left as undisturbed as possible.

23. It is not necessary to interfere with the discretion of
countries which desire to maintain a special intimacy within
a particular group of countries associated by geographical or
political ties, such as the existing sterling area, or groups, like
the Latin Union of former days, which may come into existence
covering, for example, the countries of North America or those
of South America, or the groups now under active discussion,
including Poland and Czechoslovakia or certain of the Balkan
States. There is no reason why such countries should not be
allowed a double position, both as members of the Clearing
Union in their own right with their proper quota, and also
as making use of another financial centre along traditional lines,
as, for example, Australia and India with London, or certain
American countries with New York. In this case, their accounts
with the Clearing Union would be in exactly the same. position
as the independent gold reserves which they now maintain, and
they would have no occasion to modify in any way their present
practices in the conduct of daily business.

24. There might be other cases, however, in which a de-
pendency or a member of a federal union would merge its cur-
rency identity in that of a mother country, with a quota
appropriately adjusted to the merged currency area as a whole,
and not enjoy a separate individual membership of the Clear-
ing Union, as, for example, the States of a Federal Union, the
French colonies or the British Crown Colonies.
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95, At the same time countries, which do not belong to a spe-
cial geographical or political group, would be expected to keep
their reserve balances with the Clearing Union and not with
one another. It has, therefore, been laid down that balances may
not be held in another country except with the approval of
the monetary authorities of that country; and, in order that
sterling and dollars might not appear to compete with bancor-_
for the purpose of reserve balances, the United Kingdom and
the United States might agree together that they would not
accept the reserve balances of other countries in excess of nor-
mal working balances except in the case of banks definitely be-
longing to a Sterling Area or Dollar Area group.

VL. The Position of Gold under the Plan

26. Gold still possesses great psychological value which is
not being diminished by current events; and the desire to pos-
sess a gold reserve against unforeseen contingencies is likely
to remain. Gold also has the merit of providing in point of form
(whatever the underlying realities may be) an uncontroversial
standard of value for international purposes, for which it would
not yet be easy to find a serviceable substitute. Moreover, by
supplying an automatic means for settling some part of the
favourable balances of the creditor countries, the current gold
production of the world and the remnant of gold reserves held
outside the United States may still have a useful part to play.
Nor is it reasonable to ask the United States to de-monetise the
stock of gold which is the basis of its impregnable liquidity.
What, in the long run, the world may decide to do with gold
is another matter. The purpose of the Clearing Union is to
supplant gold as a governing factor, but not to dispense with it.

27. The international bank-money which we have designated
bancor is defined in terms of a weight of gold. Since the national
currencies of the member States are given a defined exchange
value in terms of bancor, it follows that they would each have
a defined gold content which-would be their official buying
price for gold, above which they must not pay. The fact that
a member State is entitled to obtain a credit in terms of bancor
by paying actual gold to the credit of its clearing account, se-
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cures a steady and ascertained purchaser for the output of the
gold-producing countries, and for countries holding a large
reserve of gold. Thus the position of producers and holders
of gold is not affected adversely, and is, indeed, improved.

28. Central Banks would be entitled to retain their separate
gold reserves and ship gold to one another, prov1ded they did
not pay a price above parity; they could coin gold and put it
into circulation, and, generally speaking, do what they liked
with it.

29. One limitation only would be, for obvious reasons, essen-
tial. No member State would be entitled to demand gold from
the Clearing Union against its balance of bancor; for bancor
is available only for transfer to another clearing account. Thus
between gold and bancor itself there would be a one-way con-
vertibility, such as ruled frequently before the war with national
currencies which were on what was called a “gold exchange
standard.” This need not mean that the Clearing Union would
only receive gold and never pay it out. It has been provided
above that, if the Clearing Union finds itself in possession of
a stock of gold, the Governing Board shall have discretion to
distribute the surplus between those possessing credit balances
in bancor, proportionately to such balances, in reduction of
their amount.

80. The question has been raised whether these arrange-
ments are compatible with the retention by individual member
States of a full gold standard with two-way convertibility, so
that, for example, any foreign central bank acquiring dollars
could use them to obtain gold for export. It is not evident that
a good purpose would be served by this. But it need not be pro-
hibited, and if any member State should prefer to maintain
full convertibility for internal purposes it could protect itself
from any abuse of the system or inconvenient consequences by
providing that gold could only be exported under licence.

31. The value of bancor in terms of gold is fixed but not
unalterably. The power to vary its value might have to be
exercised if the stocks of gold tendered to the Union were
to be excessive. No object would be served by attempting fur-
ther to peer into the future or to prophesy the ultimate outcome.
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VIL. The Control of Capital Movements

32. There is no country which can, in future, safely allow
the flight of funds for political reasons or to evade domestic
taxation or in anticipation of the owner turning refugee.
Equally, there is no country that can safely receive fugitive
funds, which constitute an unwanted import of capital, yet can- .
not safely be used for fixed investment.

'33. For these reasons it is widely held that control of capital
movements, both inward and outward, should be a permanent
feature of the post-war system. It is an objection to this that con-
trol, if it is to be effective, probably requires the machinery
of exchange control for all transactions, even though a general
permission is given to all remittances in respect of current trade.
Thus those countries which have for the time being no reason
to fear, and may indeed welcome, outward capital movements,
may be reluctant to impose this machinery, even though a gen-
eral permission for capital, as well as current transactions re-
duces it to being no more than a machinery of record. On the
other hand, such control will be more difficult to work by
unilateral action on the part of those countries which cannot
afford to dispense with it, especially in the absence of a postal
censorship, if movements of capital cannot be controlled at
both ends. 1t would, therefore, be of great advantage if the
United States, as well as other members of the Clearing Union,
would adopt machinery similar to that which the British Ex-
change Control has now gone a long way towards perfecting.
Nevertheless, the universal establishment of a control of capital
movements cannot be regarded as essential to the operation
of the Clearing Union; and the method and degree of such con-

- trol should therefore be left to the-decision of each member
State, Some less drastic way might be found by which countries,
not themselves controlling outward capital movements can
deter inward movements not approved by the countries from
which they originate.

34. The position of abnormal balances in overseas ownership
held in various countries at the end of the war presents a prob-
lem of considerable importance and special difficulty. A country
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in which a large volume of such balances is held could not,
unless it is in a creditor position, afford the risk of having to re-
deem them in bancor on a substantial scale, if this would have
the effect of depleting its bancor resources at the outset. At the -

“same time, it is very desirable that the countries owning these
balances should be able to regard them as liquid, at any rate
over and above the amounts which they can afford to lock up
under an agreed programme of funding or long-term expendi-
ture. Perhaps there should be some special over-riding provision
for dealing with the transitional period only by which,
through the aid of the Clearing Union, such balances would
remain liquid and convertible into bancor by the creditor coun-
try whilst there would be no corresponding strain on the bancor
resources of the debtor country, or, at any rate, the resulting
strain would be spread over a period.

85. The advocacy of a control of capital movements must not
be taken to mean that the era of international investment should
be brought to an end. On the contrary, the system contemplated
should greatly facilitate the restoration of international loans
and credits for legitimate purposes in ways to be discussed
below. The object, and it is a vital object, is to have a means—

(a) of distinguishing long-term loans by creditor countries,
which help to maintain equilibrium and develop the
world’s resources, from movements of funds out of debtor
countries which lack the means to finance them; and

(b) of controlling short-term speculative movements or
flights of currency whether out of debtor countries or
from one creditor country to another.

36. It should be emphasised that the purpose of the over-
drafts of bancor permitted by the Clearing Union is, not to fa-
cilitate long-term, or even medium-term, credits to be made by
debtor countries which cannot afford them, but to allow time
and a breathing space for adjustments and for averaging one
period with another to all member States alike, whether in the
long run they are well-placed to develop a forward interna-
tional loan policy or whether their prospects of profitable new
development in excess of their own resources justifies them in
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long-term borrowing, The machinery and organisation of inter- .
national medium-term and long-term lending is another aspect
of post-war economic policy, not less important than the pur-
poses which the Clearing Union seeks to serve, but requiring
another, complementary institution.

VIIL Relation of the Clearing Union to Commercial Policy

37. The special protective expedients which were developed
between the two wars were sometimes due to political, social or
industrial reasons. But frequently they were nothing more than
forced and undesired dodges to protect an unbalanced position
of a country’s overseas payments. The new system, by helping
to provide a register of the size and whereabouts of the aggre-
gate debtor and creditor positions respectively, and an indica-
tion whether it is reasonable for a particular country to adopt
special expedients as a temporary measure to assist in regaining
equilibrium in its balance of payments, would make it possible
to establish a general rule not to adopt them, subject to the
indicated exceptions,

38. The existence of the Clearing Union would make it pos-
sible for member States contracting commercial agreements to
use their respective debit and credit positions with the Clearing
Union as a test, though this test by itself would not be com-
plete. Thus, the contracting parties, whilst agreeing to clauses
in a commercial agreement forbidding, in general, the use
of certain measures or expedients in their mutual trade relations,
might make this agreement subject to special relaxations if the
state of their respective clearing accounts satisfied an agreed
criterion. For example, an agreement might provide that, in the
event of one of the contracting States having a debit balance
with the Clearing Union exceeding a specified proportion of
its quota on the average of a period, it should be free to resort
to import regulation to barter trade agreements or to higher
import duties of a type which was restricted under the agree-
ment in normal circumstances. Protected by the possibility of
such temporary indulgences, the members of the Clearing Union
should feel much more confidence in moving towards the with-
drawal of other and more dislocating forms of protection and
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discrimination and in accepting the prohibition of the worst of
them from the outset. In any case, it should be laid down that
members of the Union would not allow or suffer among them-
selves any restrictions on the disposal of receipts arising out -
of current trade or “invisible” income.

IX. The Use of the Clearing Union for Other International
/ Purposes

39. The Clearing Union might become the instrument and
the support of international policies in addition to those which
it is its primary purpose to promote. This deserves the greatest
possible emphasis. The Union might become the pivot of the
future economic government of the world. Without it, other
more desirable developments will find themselves impeded and
unsupported. With it, they will fall into their place as parts of
an ordered scheme. No one of the following suggestions is a
necessary part of the plan. But they are illustrations of the addi-
tional purposes of high importance and value which the Union,
once established, might be able to serve:—

(1) The Union might set up a clearing account in favour of
international bodies charged with post-war relief, rehabilitation
and reconstruction. But it could go much further than this, For
- it might supplement contributions received from other sources
by granting preliminary overdraft facilities in favour of these
bodies, the overdraft being discharged over a period of years
out of the Reserve Fund of the Union, or, if necessary, out of a
levy on surplus credit balances. So far as this method is adopted
it would be possible to avoid asking any country to assume a
burdensome commitment for relief and reconstruction, since
the resources would be provided in the first instance by those
countries having credit clearing accounts for which they have
no immediate use and are voluntarily leaving idle, and in the
Jong run by those countries which have a chronic international
surplus for which they have no beneficial employment.

(2). The Union might set up an account in favour of any
super-national policing body which may be charged with the
duty of preserving the peace and maintaining international
order. If any country were to infringe its properly authorised
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orders, the policing body might be entitled to request the Gov-
ernors of the Clearing Union to hold the clearing account of the
delinquent country to its order and permit no further transac-
tions on the account except by its authority. This would pro-
vide an excellent machinery for enforcing a financial blockade.

(8) The Union might set up an account in favour of inter-
national bodies charged with the management of a Commodity
Control, and might finance stocks of commodities held by such
bodies, allowing them overdraft facilities on their accounts up
to an agreed maximum. By this means the financial problem of
buffer stocks and “ever-normal granaries” could be effectively
attacked.

(4) The Union might be linked up with a Board for Inter-
national Investment. It might act on behalf of such a Board and
collect for them the annual service of their loans by automati-
cally debiting the clearing account of the country concerned.
The statistics of the clearing accounts of the member States
would give a reliable indication as to which countries were in
a position to finance the Investment Board, with the advantage
of shifting the whole system of clearing credits and debits
nearer to equilibrium.

(5) There are various methods by which the Clearing Union
could use its influence and its powers to maintain stability of
prices and to control the Trade Cycle. If an International Eco-
nomic Board is established, this Board and the Clearing Union
might be expected to work in close collaboration to their mutual
advantage. If an International Investment or Development Cor-
poration is also set up together with a scheme of Commodity
Controls for the control of stocks of the staple primary products,
we might come to possess in these three Institutions a powerful
means of combating the evils of the Trade Cycle, by exercising
contractionist or expansionist influence on the system as a
whole or on particular sections. This is a large and important
question which cannot be discussed adequately in this paper;
and need not be examined at length in this place because it
does not raise any important issues affecting the fundamental
constitution of the proposed Union. It is mentioned here to
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complete the picture of the wider purposes which the founda-
tion of the Clearing Union might be made to serve.

40. The facility of applying the Clearing Union plan to these
several purposes arises out of a fundamental characteristic
which is worth pointing out, since it distinguishes the plan from
those proposals which try to develop the same basic principle
along bilateral lines and is one of the grounds on which the Plan
can claim superior merit. This might be described as its “anony-
mous” or “impersonal” quality. No particular member States
have to engage their own resources as such to the support of
other particular States or of any of the international projects or
policies adopted. They have only to agree in general that, if
they find themselves with surplus resources which for the time
being they do not themselves wish to employ, these resources
may go into the general pool and be put to work on approved
purposes. This costs the surplus country nothing because it is
not asked to part permanently, or even for any specified period,
with such resources, which it remains free to expend and em-
ploy for its own purposes whenever it chooses; in which case
the burden of finance is passed on to the next recipient, again
for only so long as the recipient has no use for the money. As
pointed out above, this merely amounts to extending to the
international sphere the methods of any domestic banking
system, which are in the same sense “impersonal” inasmuch as
there is no call on the particular depositor either to support as .
such the purposes for which his banker makes advances or to
forgo permanently the use of his deposit. There is no counter-
vailing objection except that which applies equally to the tech-
nique of domestic banking, namely that it is capable of the
abuse of creating excessive purchasing power and hence an
inflation of prices. In our efforts to avoid the opposite evil, we
must not lose sight of this risk, to which there is an allusion in
39 (5) above. But it is no more reason for refusing the advan-
tages of international banking than the similar risk in the domes-
tic field is a reason to return to the practices of the seventeenth
century goldsmiths (which are what we are still following in
the international field) and to forgo the vast expansion of pro-
duction which banking principles have’made possible. Where

i
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financial contributions are required for some purpose of general
advantage it is a great facility not to have to ask for specific
contributions from any named country, but to depend rather
on the anonymous and impersonal aid of the system as a whole.
We have here a genuine organ of truly international govern-
ment.

X. The Transitional Arrangements

41. It would be of great advantage to agree [to] the general
principles of the Clearing Union before the end of the war, with
a view to bringing it into operation at an early date after the
termination of hostilities. Major plans will be more easily
brought to birth in the first energy of victory and whilst the
active spirit of united action still persists, than in the days of
exhaustion and reaction from so much effort which may well
follow a little later. Such a proposal presents, however, some-
thing of a dilemma. On the one hand, many countries will be
in particular need of reserves of overseas resources in the
period immediately after the war. On the other hand, goods
will be in short supply and the prevention of inflationary inter-
national conditions of much more importance for the time being
than the opposite. The expansionist tendency of the plan, which
is a leading recommendation of it as soon as peace-time output
is restored and the productive capacity of the world is in
running order, might be a danger in the early days of a sellers’
market and an excess of demand over supply.

42. A reconciliation of these divergent purposes is not easily
found until we know more than is known at present about the
means to be adopted to finance post-war relief and reconstruc-
tion. If the intention is to provide resources on liberal and com-
prehensive lines outside the resources made available by the
Clearing Union and additional to them, it might be better for
such specific aid to take the place of the proposed overdrafts
during the “relief” period of (say) two years. In this case credit
clearing balances would be limited to the amount of gold de- -
livered to the Union, and the overdraft facilities created by the
Union in favour of the Relief Council, the International Invest-
ment Board or the Commodity Controls. Nevertheless, the im-
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mediate establishment of the Clearing Union would not be
incompatible with provisional arrangements, which could take
alternative forms according to the character of the other “relief”
arrangements, qualifying and limiting the overdraft quotas.
Overdraft quotas might be allowed on a reduced scale during
the transitional period. Or it might be proper to provide that
countries in receipt of relief or Lend-Lease assistance should
not have access at the same time to overdraft facilities, and that
the latter should only become available when the former had
come to an end. If, on the other hand, relief from outside
sources looks like being inadequate from' the outset, the over-
draft quotas may be even more necessary at the outset than
later on, : -

43. We must not be over-cautious. A rapid economic restora-
tion may lighten the tasks of the diplomatists and the poli-
ticians in the resettlement of the world and the restoration of
social order. For Great Britain and other countries outside the
“relief” areas the possibility of exports sufficient to sustain their
standard of life is bound up with good and expanding markets.
We cannot afford to wait too long for this, and we must not
allow excessive caution to condemn us to perdition. Unless the
Union is a going concern, the problem of proper “timing” will
be nearly insoluble. It is sufficient at this stage to point out that
the problem of timing must not be overlooked, but that the
Union is capable of being used so as to aid rather than impede
its solution.

) XI. Conclusion

44. Tt has been suggested that so ambitious a proposal is
open to criticism on the ground that it requires from the mem-
bers of the Union a greater surrender of their sovereign rights
than they will readily concede. But no greater surrender is
required than in a commercial treaty. The obligations will be
entered into voluntarily and can be terminated on certain con-
ditions by giving notice.

45. A greater readiness to accept super-national arrange-
ments must be required in the post-war world. If the arrange-
ments proposed can be described as a measure of financial

P
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disarmament, there is nothing here which we need be reluctant
to accept ourselves or to ask of others. It is an advantage, and
not a disadvantage, of the scheme that it invites the member
States to abandon that licence to promote indiscipline, disorder
and bad-neighbourliness which, to the general disadvantage,
they have been free to exercise hitherto.

46. The plan makes a beginning at the future economic
ordering of the world between nations and “the winning of the
peace.” It might help to create the conditions and the atmos-
phere in which much else would be made easier.
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JoNt STATEMENT BY EXPERTS ON THE ESTABLISHMENT
OF AN INTERNATIONAL MoNETARY Funp

April 21, 1944

Sufficient discussion of the problems of international mone-
tary cooperation has taken place at the technical level to
justify a statement of principles. It is the consensus of opinion
of the experts of the United and Associated Nations who bave
participated in these discussions that the most practical method
of assuring international monetary cooperation is through the
establishment of an International Monetary Fund. The prin-
ciples set forth below are designed to constitute the basis for -
this Fund. Governments are not asked to give final approval to
these principles until they have been embodied in the form of
definite proposals by the delegates of the United and Associated
Nations meeting in a formal conference.

I. Purposes and Policies of the International
Monetary Fund

The Fund will be guided in all its decisions by the purposes
and policies set forth below:

1. To promote international monetary cooperation through
a permanent institution which provides the machinery for con-
sultation on international monetary problems.

2. To facilitate the expansion and balanced growth of inter-
national trade and to contribute in this way to the maintenance
ofa hlgh level of employment and real income, which must be
a primary ob]echve of economic policy.

8. To give confidence to member countries by making the
Fund’s resources available to them under adequate safeguards,
thus giving members time to correct maladjustments in their
balance of payments without resorting to measures destructive
of national or international prosperity.

254
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4. To promote exchange stability, to maintain orderly ex-
change arrangements among member countries, and to avoid
competitive exchange depreciation.

5. To assist in the establishment of multilateral payments
facilities on current transactions among member countries and
in the elimination of foreign exchange restrictions which
hamper the growth of world trade. .

6. To shorten the periods and lessen the degree of disequi-
librium in the international balance of payments of member
countries.

IL. Subscription to the Fund

I. Member countries shall subscribe in gold and in their
local funds amounts (quotas) to be agreed, which will amount
altogether to about $8 billion if all the United and Associated
Nations subscribe to the Fund (corresponding to about $10
. billion for the world as a whole).

2. The quotas may be revised from time to time but changes
shall require a four-fifths vote and no member’s quota may be
changed without its assent.

3. The obligatory gold subscription of a member country
shall be fixed at 25 percent of its subscription (quota) or 10
percent of its holdings of gold and gold-convertible exchange,
whichever is the smaller.

IIL Transactions with the Fund

1. Member countries shall deal with the Fund only through
their Treasury, Central Bank, Stabilization Fund, or other fiscal
agencies. The Fund’s account in a member’s currency shall be
kept at the Central Bank of the member country.

2. A member shall be entitled to buy another member’s cur-
rency from the Fund in exchange for its own currency on the
following conditions:

(a) The member represents that the currency demanded is
presently needed for making payments in that currency
which are consistent with the purposes of the Fund.

(b) The Fund has not given notice that its holdings of the
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currency demanded have become scarce in which case
the provisions of VI, below, come into force.

(¢) The Fund’s total holdings of the currency offered (after
having been restored, if below that figure, to 75 per-
cent of the member’s quota) have not been increased by
more than 25 percent of the member’s quota during the
previous twelve months and do not exceed 200 percent
of the quota.

(d) The Fund has not previously given appropriate notice
that the member is suspended from making further use
of the Fund’s resources on the ground that it is using
them in a manner contrary to the purposes and policies
of the Fund; but the Fund shall not give such notice
until it has presented to the member concerned a report
setting forth its views and has allowed a suitable time for

reply.

The Fund may in its discretion and on terms which safeguard
its interests waive any of. the conditions above.

3. The operations on the Fund’s account will be limited to
transactions for the purpose of supplying a member country on
the member’s initiative with another member’s currency in ex-
change for its own currency or for gold. Transactions provided
for under 4 and 7, below, are not subject to this limitation.

4. The Fund will be entitled at its option, with a view to
preventing a particular member’s currency from becoming
scarce: :

(a) To borrow its currency from a member country;
(b) To offer gold to a member country in exchange for its
currency.

5. So long as a member country is entitled to buy another
member’s currency from the Fund in exchange for its own cur-
rency, it shall be prepared to buy its own currency from that
member with that member’s currency or with gold. This shall
not apply to currency subject to restrictions in conformity with
IX, 8 below, or to holdings of currency which have accumu-
lated as a result of transactions of a current account nature
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effected before the removal by the member country of restric-
tions on multilateral clearing maintained or imposed under
X, 2 below.

8. A member country desiring to obtain, directly or indi-
rectly, the currency of another member country for gold is
expected, provided that it can do so with equal advantage, to
acquire the currency by the sale of gold to the Fund. This -
shall not preclude the sale of newly-mined gold by a gold-
producing country on any market.

7. The Fund may also acquire gold from member countries
in accordance with the following provisions:

(a) A member country may repurchase from the Fund for
gold any part of the latter’s holdings of its currency.

(b) So long as a member’s holdings of gold and gold-con-
vertible exchange exceed its quota, the Fund in selling
foreign exchange to that country shall require that one-
half of the net sales of such exchange during the Fund’s
financial year be paid for with gold.

(c) If at the end of the Fund’s financial year a member's
holdings of gold and gold-convertible exchange have
increased, the Fund may require up to one-half of the
increase to be used to repurchase part of the Fund's
holdings of its currency so long as this does not reduce
the Fund’s holdings of a country’s currency below 73
percent of its quota or the member’s holdings of gold
and gold-convertible exchange below its quota.

IV. Par Values of Member Currencies

1. The par value of a member’s currency shall be agreed
with the Fund when it is admitted to membership, and shall
be expressed in terms of gold. All transactions between the
Fund and members shall be at par, subject to a fixed charge
payable by the member making application to the Fund, and all
transactions in member currencies shall be at rates within an
agreed percentage of parity.

2. Subject to 5, below, no change in the par value of 2 mem-
ber’s currency shall be made by the Fund without the coun-
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try’s approval. Member countries agree not to propose a change
in the parity of their currency unless they consider it appro-
priate to the correction of a fundamental disequilibrium.
Changes shall be made only with the approval of the Fund,
subject to the provisions below.

3. The Fund shall approve a requested change in the par
value of a member’s currency, if it is essential to the correction
of a fundamental disequilibrium. In particular, the Fund shall
not reject a requested change, necessary to restore equilibrium,
because of the domestic social or political policies of the country
applying for a change. In considering a requested change, the
Fund shall take into consideration the extreme uncertainties
prevailing at the time the parities of the currencies of the mem-
ber countries were initially agreed upon.

4. After consulting the Fund, a member country may change
the established parity of its currency, provided the proposed
change, inclusive of any previous change since the establish-
ment of the Fund, does not exceed 10 percent. In the case of
application for a further ‘change, not covered by the above
and not exceeding 10 percent, the Fund shall give its decision
within two days of receiving the application, if the applicant
$0 requests. '

5. An agreed uniform change may be made in the gold
value of member currencies, provided every member country
having 10 percent or more of the aggregate quotas approves.

V. Capital Transactions

1. A member country may not use the Fund’s resources to
meet a large or sustained outflow of capital, and the Fund may
require a member country to exercise controls to prevent such
use of the resources of the Fund. This provision is not intended
to prevent the use of the Fund's resources for capital transac-
tions of reasonable amount required for the expansion of ex-
ports or in the ordinary course of trade, banking or other
business. Nor is it intended to prevent capital movements which
are met out of a member country’s own resources of gold and
foreign exchange, provided such capital movements are in
accordance with the purposes of the Fund,
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2. Subject to VI below, a member country may not use its
control of capital movements to restrict payments for current
transactions or to delay unduly the transfer of funds in settle-
ment of commitments.

VL Apporﬁonment of Scarce Currencies

1. When it becomes evident to the Fund that the demand -
for a member country’s currency may soon exhaust the Fund’s
holdings of that currency, the Fund shall so inform mem-
ber countries and propose an equitable method of apportioning
the scarce currency. When a currency is thus declared scarce,
the Fund shall issue a report embodying the causes of the
scarcity and containing recommendations designed to bring it
to an end. ‘

2. A decision by the Fund to apportion a scarce currency
shall operate as an authorization to a member country, after
consultation with the Fund, temporarily to restrict the freedom
of exchange operations in the affected currency, and in deter-
mining the manner of restricting the demand and rationing the
limited supply among its nationals, the member country shall
have complete jurisdiction.

VII. Management

»1. The Fund shall be governed by a board on which each
member will be represented and by an executive committee.
The executive committee shall consist of at least nine members
including the representatives of the five countries with the
largest quotas.

2. The distribution of voting power on the board and the
executive committee shall be closely related to the quotas.

3. Subject to II, 2 and 1V, 5, all matters shall be settled by
a majority of the votes.

4. The Fund shall publish at short intervals a statement of
its position showing the extent of its holdings of member cur-
rencies and of gold and its transactions in gold.
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VIII. Withdrawal

1. A member country may withdraw from the Fund by
giving notice in writing, :

2. The reciprocal obligations of the Fund and the country
are to be liquidated within a reasonable time.

3. After a member country has given notice in writing of its
withdrawal from the Fund, the Fund may not dispose of its
holdings of the country’s currency except in accordance with
the arrangements made under 2, above. After a country has
given notice of withdrawal, its use of the resources of the Fund
is subject to the approval of the Fund.

IX. The Obligations of Member Countries

1. Not to buy gold at a price which exceeds the agreed
parity of its currency by more than a prescribed margin and not
to sell gold at a price which falls below the agreed parity by
more than a prescribed margin.

2. Not to allow exchange transactions in its market in cur-
rencies of other members at rates outside a prescribed range
based on the agreed parities.

3. Not to impose restrictions on payments for current inter-
national transactions with other member countries (other than
those involving capital transfers or in accordance with VI,
above) or to engage in any discriminatory cwirency arrange-
ments or multiple currency practices without the approval of
the Fund,

X. Transitional Arrangements

1. Since the Fund is not intended to provide facilities for
relief or reconstruction or to deal with international indebted- .
ness arising out of the war, the agreement of a member country
to provisions III, 5 and IX, 3 above, shall not become operative
until it is satisfied as to the arrangements at its disposal to facili-
tate the settlement of the balance of payments differences dur-
ing the early post-war transition period by means which will not
unduly encumber its facilities with the Fund.

2. During this transition period member countries may main-
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tain and adapt to changing circumstances exchange regulations
of the character which have been in operation during the war,
but they shall undertake to withdraw as soon as possible by
progressive stages any restrictions which impede multilateral
clearing on current account. In their exchange policy they shall
pay continuous regard to the principles and objectives of the
Fund; and they shall take all possible measures to develop com- -
mercial and financial relations with other member countries
which will facilitate international payments and the mainte-
nance of exchange stability.

3. The Fund may make representations to any member that
conditions are favorable to withdrawal of particular restrictions
or for the general abandonment of the restrictions inconsistent
with IX, 3 above. Not later than three years after coming into
force of the Fund any member still retaining any restrictions
inconsistent with IX, 3, shall consult with the Fund as to their
further retention, y

4. In its relations with member countries, the Fund shall
recognize that the transition period is one of change and adjust-
ment, and in deciding on its attitude to any proposals pre-
sented by members it shall give the member country the beneﬁt
of any reasonable doubt.
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ARTICLES OF AGREEMENT
INTERNATIONAL MONETARY FUND

The Governments on whose behalf the present Agreement
is signed agree as follows:

Introductory Article

The International Monetary Fund is established and shall
operate in accordance with the following provisions:

Article I. Purposes

The purposes of the International Monetary Fund are:

(i) To promote international monetary cooperation through
a permanent institution which provides the machinery for
consultation and collaboration on international monetary
problems.

(ii) To facilitate the expansion and balanced growth of in-
ternational trade, and to contribute thereby to the promo-
tion and maintenance of high levels of employment and
real income and to the development of the productive re-
sources of all members as primary objectives of economic

policy.

(iii) To promote exchange stability, to maintain orderly ex-
change arrangements among members, and to avoid com-
petitive exchange depreciation.

(iv) To assist in the establishment of a multilateral system
of payments in respect of current transactions between
members and in the elimination of foreign exchange re-
strictions which hamper the growth of world trade.

(v) To give confidence to members by making the Fund’s
resources available to them under adequate safeguards,
thus providing them with opportunity to correct maladjust-
ments in their balance of payments without resorting to
measures destructive of national or international pros-

perity.
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(vi) In accordance with the above, to shorten the duration
and lessen the degree of disequilibrium in the international
balances of payments of members.

The Fund shall be guided in all its decisions by the purposes
set forth in this Article,

Article II. Membership

Section 1. Original members.—The original members of the
Fund shall be those of the countries represented at the United
Nations Monetary and Financial Conference whose govern-
ments accept membership before the date specified in Article
XX, Section 2 (e).

Skc. 2. Other members.—Membership shall be open to the
governments of other countries at such times and in accordance
with such terms as may be prescribed by the Fund.

Article ITI. Quotas and Subscriptions

SecTioN 1. Quotas.—Each member shall be assigned a quota.
The quotas of the members represented at the United Nations
Monetary and Financial Conference which accept membership
before the date specified in Article XX, Section 2 (e), shall be
those set forth in Schedule A. The quotas of other members
shall be determined by the Fund.

Skc. 2. Adjustment of quotas.~The Fund shall at intervals
of five years review, and if it deems it appropriate propose an
adjustment of, the quotas of the members. It may also, if it
thinks fit, consider at any other time the adjustment of any
particular quota at the request of the member concerned. A
four-fifths majority of the total voting power shall be required
for any change in quotas and no quota shall be changed without
the consent of the member concerned.

Sec. 3. Subscriptions: Time, place, and form of payment.—
(@) The subscription of each member shall be equal to its
quota and shall be paid in full to the Fund at the appropriate
depository on or before the date when the member becomes
eligible under Article XX, Section 4 (¢} or (d), to buy cur-
rencies from the Fund.
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(b) Each member shall pay in gold, as a minimum, the
smaller of

(i) twenty-five percent of its quota; or :
(ii) ten percent of its net official holdings of gold and United
States dollars as at the date when the Fund notifies mem-
bers under Article XX, Section 4 (a) that it will shortly -
be in a position to begin exchange transactions.

Each member shall furnish to the Fund the data necessary to
determine its net official holdings of gold and United States
dollars. '

(c) Each member shall pay the balance of its quota in its
own currency.

(d) If the net official holdings of gold and United States
dollars of any member as at the date referred to in (b) (ii)
above are not ascertainable because its territories have been
occupied by the enemy, the Fund shall fix an appropriate
alternative date for determining such holdings. If such date is
later than that on which the country becomes eligible under
Article XX, Section 4 (c) or (d), to buy currencies from the
Fund, the Fund and the member shall agree on a provisional
gold payment to be made under (b) above, and the balance
of the member’s subscription shall be paid in the member’s
currency, subject to appropriate adjustment between the mem-
ber and the Fund when the net official holdings have been
ascertained. :

Sec. 4. Payments when quotas are changed.~(a) Each mem-
ber which consents to an increase in its quota shall, within
thirty days after the date of its consent, pay to the Fund twenty-
five percent of the increase in gold and the balance in its own
currency. If, however, on the date when the member consents
to an increase, its monetary reserves are less than its new
quota, the Fund may reduce the proportion of the increase to
be paid in gold.

(b) If a member consents to a reduction in its quota, the
Fund shall, within thirty days after the date of the consent,
pay to the member an amount equal to the reduction. The
payment shall be made in the member's currency and in such
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amount of gold as may be necessary to prevent reducing the
Fund’s holdings of the currency below seventy-five percent
of the new quota. - ,

Sec. 5. Substitution of securities for currency.~The Fund
shall accept from any member in place of any part of the mem-
ber’s currency which in the judgment of the Fund is not
needed for its operations, notes or similar obligations issued by
the member or the depository designated by the member under
Article XIII, Section 2, which shall be non-negotiable, non-
interest bearing and payable at their par value on demand by
crediting the account of the Fund in the designated depository.
This Section shall apply not only to currency subscribed by
members but also to any currency otherwise due to, or ac-
quired by, the Fund.

Article IV. Par Values of Currencies

Section 1. Expression of par values.—(a) The par value of
the currency of each member shall be expressed in terms of
gold as a common denominator or in terms of the United
States dollar of the weight and fineness in effect on July 1,
1944.

(b) All computations relating to currencies of members for
the purpose of applying the provisions of this Agreement shall
be on the basis of their par values.

Skc. 2. Gold purchases based on par values—The Fund shall |
prescribe a margin above and below par value for transactions
in gold by members, and no member shall buy gold at a price
above par value plus the prescribed margin, or sell gold at a
price below par value minus the prescribed margin.

Skc. 8. Foreign exchange dealings based on parity.—The
maximum and the minimum rates for exchange transactions
between the currencies of members taking place within their
territories shall not differ from parity.

(i) in the case of spot exchange transactions, by more than

one percent; and

(ii) in the caseof other exchange transactions, by a margin

which exceeds the margin for spot exchange transactions
by more than the Fund considers reasonable.

f
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Sec. 4. Obligations regarding exchange stability.—(a) Each
member undertakes to collaborate with the Fund to promote
exchange stability, to maintain orderly exchange arrangements
with other members, and to avoid competitive exchange altera-
tions.

(b) Each member undertakes, through appropriate meas- .
ures consistent with this Agreement, to permit within its terri-
tories exchange transactions between its currency and the
currencies of other members only within the limits prescribed
under Section 3 of this Article. A member whose monetary
authorities, for the settlement of international transactions, in
fact freely buy and sell gold within the limits prescribed by
the Fund under Section 2 of this Article shall be deemed to be
fulfilling this undertaking,

Skc. 5. Changes in par values.—(a) A member shall not pro-
pose a change in the par value of its currency except to correct
a fundamental disequilibrium.

(b) A change in the par value of a member’s currency may
be made only on the proposal of the member and only after
consultation with the Fund.

(¢) When a change is proposed, the Fund shall first take into
account the changes, if any, which have already taken place
in the initial par value of the member’s currency as determined
under Article XX, Section 4. If the proposed change, together
with all previous changes, whether increases or decreases,

(i) does not exceed ten éercent of the initial par value, the
Fund shall raise no objection;

(ii) does not exceed a further ten percent of the initial par
value, the Fund may either concur or object, but shall
declare its attitude within seventy-two hours if the member
50 requests;

(iii) is not within (i) or (ii) above, the Fund may either
concur or object, but shall be entitled to a longer period
in which to declare its attitude. '

(d) Uniform changes in par values made under Section 7
of this Article shall not be taken into account in determining
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whether a proposed change falls within (i), (i), or (iii) of (¢)
. above. '

(e) A member may change the par value of its currency -
without the concurrence of the Fund if the change does not
affect the international transactions of members of the Fund.

(f) The Fund shall concur in a proposed change which is
within the terms of (¢) (ii) or (c¢) (iii) above if it is satisfied
that the change is necessary to correct a fundamental disequi-
librium. In particular, provided it is so satisfied, it shall not
object to a proposed change because of the domestic social or
political policies of the member proposing the change.

Skc. 6. Effect of unauthorized changes.—If a member changes
. the par value of its currency despite the objection of the Fund,
in cases where the Fund is entitled to object, the member shall
be ineligible to use the resources of the Fund unless the Fund
otherwise determines; and if, after the expiration of a reason-
able period, the difference between the member and the Fund
continues, the matter shall be subject to the provisions of
Article XV, Section 2 (b).

* Skc. 7. Uniform changes in par values.—Notwithstanding the
provisions of Section 5 (b) of this Article, the Fund by a ma-
jority of the total voting power may make uniform proportion-
ate changes in the par values of the currencies of all members,
provided each such change is approved by every member which
has ten percent or more of the total of the quotas. The par
value of a member’s currency shall, however, not be changed
under this provision if, within seventy-two hours of the Fund’s
action, the member informs the Fund that it does not wish the -
par value of its currency to be changed by such action.

Skc. 8. Maintenance of gold value of the Fund's assets—(a)
The gold value of the Fund’s assets shall be maintained not-
withstanding changes in the par or foreign exchange value of
the currency of any member.

(b) Whenever (i) the par value of a member’s currency is
reduced, or (i) the foreign exchange value of 2 member’s
currency has, in the opinion of the Fund, depreciated to a
significant extent within that member’s territories, the member
shall pay to the Fund within a reasonable time an amount of
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its own currency equal to the reduction in the gold value of its
currency held by the Fund.

(c) Whenever the par value of 2 member’s currency is in-
creased, the Fund shall return to such member within a reason-
able time an amount in its currency equal to the increase in
the gold value of its currency held by the Fund.

(d) The provisions of this Section shall apply to a uniform
proportionate change in the par values of the currencies of all
members, unless at the time when such a change is proposed
the Fund decides otherwise.

Skc. 9. Separate currencies within a member’s territories.—
A member proposing a change in the par value of its cur-
rency shall be deemed, unless it declares otherwise, to be
proposing a corresponding change in the par value of the
separate currencies of all territories in respect of which it has
accepted this Agreement under Article XX, Section 2 (g). It
shall, however, be open to a member to declare, that its pro-
posal relates either to the metropolitan currency alone, or only
to one or more specified separate currencies, or to the metro-
politan currency and one or more specified separate currencies.

" Article V. Transactions with the Fund

Secrion 1. Agencies dealing with the Fund.—Each member
shall deal with the Fund only through its Treasury, central
bank, stabilization fund, or other similar fiscal agency and the
Fund shall deal only with or through the same agencies.

Sec. 2. Limitation on the Fund's operations.—Except as other-
wise provided in this Agreement, operations on the account of
the Fund shall be limited to transactions for the purpose of
supplying a member, on the initiative of such member, with
the currency of another member in exchange for gold or for
the currency of the member desiring to make the purchase.

Sec. 3. Conditions governing use of the Fund’s resources.—
(a) A member shall be entitled to buy the currency of another
member from the Fund in exchange for its own currency sub-
ject to the following conditions: ‘

(i) The member desiring to purchase the currency repre-
sents that it is presently needed for making in that cur-
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rency payments which are consistent with the provisions
of this Agreement;

(ii) The Fund has not glven notice under Article VII, Sec-
tion 3, that its holdings of the currency desired have
become scarce;

(iii) The proposed purchase would not cause the Fund’s
holdings of the purchasing member’s currency to increase
by more than twenty-five percent of its quota during the
period of twelve months ending on the date of the purchase
nor to exceed two hundred percent of its quota, but the
twenty-five percent limitation shall apply only to the ex-
tent that the Fund’s holdings of the member’s currency
have been brought above seventy-five percent of its quota
if they had been below that amount;

(iv) The Fund has not previously declared under Section
5 of this Article, Article IV, Section 6, Article VI, Section 1,
or Article XV, Section 2 (a), that the member desiring to
purchase is ineligible to use the resources of the Fund.

(b) A member shall not be entitled without the permission
of the Fund to use the Fund’s resources to acquire currency to
hold against forward exchange transactions.

Skc. 4. Waiver of conditions.~The Fund may in its discretion,
and on terms which safeguard its interests, waive any of the
conditions prescribed in Section 8 (a) of this Article, especially
in the case of members with a record of avoiding large or
continuous use of the Fund’s resources. In making a waiver it
shall take into consideration periodic or exceptional require-
ments of the member requesting the waiver, The Fund shall
also take into consideration a member’s willingness to pledge
as collateral security gold, silver, securities, or other acceptable
assets having a value sufficient in the opinion of the Fund to
protect its interests and may require as a condition of waiver
the pledge of such collateral security.

Sec. 5. Ineligibility to use the Fund’s resources.—Whenever
the Fund is of the opinion that any member is-using the re-
sources of the Fund in a manner contrary to the purposes of the
Fund, it shall present to the member a report setting forth



APPENDIX 1V 273

the views of the Fund and prescribing a suitable time for reply.
After presenting such a report to a member, the Fund may
limit the use of its resources by the member. If no reply to
the report is received from the member within the prescribed
time, or if the reply received is unsatisfactory, the Fund may
continue to limit the member’s use of the Fund’s resources or
may, after giving reasonable notice to the member, declare it
ineligible to use the resources of the Fund.

Skc. 6. Purchases of currencies from the Fund for gold—(a)
Any member desiring to obtain, directly or indirectly, the cur-
rency of another member for gold shall, provided that it can
do so with equal advantage, acquire it by the sale of gold to
the Fund. -

(b) Nothing in this Section shall be deemed to preclude
any member from selling in any market gold newly produced
from mines located within its territories.

Sec. 7. Repurchase by a member of its currency held by the
Fund.—(a) A member may repurchase from the Fund and the
Fund shall sell for gold any part of the Fund’s holdings of its
currency in excess of its quota.

(b) At the end of each financial year of the Fund, a member
shall repurchase from the Fund with gold or convertible cur-
rencies, as determined in accordance with Schedule B, part of
the Fund’s holdings of its currency under the following condi-
tions:

(i) Each member shall use in repurchases of its own currency
from the Fund an amount of its monetary reserves equal
in value to one-half of any increase that has occurred
during the year in the Fund’s holdings of its currency plus
one-half of any increase, or minus one-half of any decrease,
that has occurred during the year in the member’s mone-
tary reserves. This rule shall not apply when a member’s
monetary reserves have decreased during the year by more
than the Fund’s holdings of its currency have increased.

(ii) If after the repurchase described in (i) above (if re-
quired) has been made, a member’s holdings of another
member’s currency (or of gold acquired from that mem-
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ber) are found to have increased by reason of transactions

~ in terms of that currency with other members or persons
in their territories, the member whose holdings of such -
currency (or gold) have thus increased shall use the in-
crease to repurchase its own currency from the Fund.

(c) None of the adjustments described in (b) above shall
be carried to a point at which

(i) the member’s monetary reserves are below its quota,
or

(ii) the Fund’s holdings of its currency are below seventy-
five percent of its quota, or

(iii) the Fund’s holdings of any currency required to be used
are above seventy-five percent of the quota of the member
concerned.

Sec. 8. Charges.—(a) Any member buying the currency of
another member from the Fund in exchange for its own cur-
rency shall pay a service' charge uniform for all members of
three-fourths percent in addition to the parity price. The Fund
in its discrefion may increase this service charge to not more
than one percent or reduce it to not less than one-half percent.

(b) The Fund may levy a reasonable handling charge on
any member buying gold from the Fund or selling gold to the
Fund. ‘

(c) The Fund shall levy charges uniform for all members
which shall be payable by any member on the average daily

" balances of its currency held by the Fund in excess of its quota.
These charges shall be at the following rates:

(i) On amounts not more than twenty-five percent in excess
of the quota: no charge for the first three months; one-half
percent per annum for the next nine months; and there-
after an increase in the charge of one-half percent for each
subsequent year.

(ii) On amounts more than twenty-five percent and not more
than fifty percent in excess of the quota: an additional one-
half percent for the first year; and an additional one-half
percent for each subsequent year.
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(iii) On each additional bracket of twenty-five percent in
excess of the quota: an additional one-half percent for the
first year; and an additional one-half percent for each
subsequent year.

(d) Whenever the Fund’s holdings of a member’s currency
are such that the charge applicable to any bracket for any -
period has reached the rate of four percent per annum, the
Fund and the member shall consider means by which the
Fund’s holdings of the currency can be reduced. Thereafter,
the charges shall rise in accordance with the provisions of (¢)
above until they reach five percent and failing agreement, the
Fund may then impose such charges as it deems appropriate.

(e) The rates referred to in (¢) and (d) above may be
changed by a three-fourths majority of the total voting power.

(f) All charges shall be paid in gold. If, however, the mem-
ber's monetary reserves are less than one-half of its quota, it
shall pay in gold only that proportion of the charges due which
such reserves bear to one-half of its quota, and shall pay the
balance in its own currency.

Article VI. Capital Transfers

SectioN 1. Use of the Fund's resources for capital transfers.
—(a) A member may not make net use of the Fund’s resources
to meet a large or sustained outflow of capital, and the Fund
may request a member to exercise controls to prevent such use
of the resources of the Fund. If, after receiving such a request,
a member fails to exercise appropriate controls, the Fund may
declare the member ineligible to use the resources of the Fund.

(b) Nothing in this Section shall be deemed

(i) to prevent the use of the resources of the Fund for capital
transactions of reasonable amount required for the expan-
sion of exports or in the ordinary course of trade, banking
or other business, or .

(ii) to affect capital movements which are met out of a mem-
ber's own resources of gold and foreign exchange, but
members undertake that such capital movements will be
in accordance with the purposes of the Fund.
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Skc. 2. Special provisions for capital transfers—1If the Fund’s
holdings of the currency of a member have remained below
seventy-five percent of its quota for an immediately preceding
period of not less than six months, such member, if it has not
been declared ineligible to use the resources of the Fund under
Section 1 of this Article, Article IV, Section 8, Article V, Sec-
tion 5, or Article XV, Section 2 (a), shall be entitled, notwith-
standing the provisions of Section 1 (a) of this Article, to buy
the currency of another member from the Fund with its own
currency for any purpose, including capital transfers, Purchases
for capital transfers under this Section shall not, however, be
permitted if they have the effect of raising the Fund’s holdings
of the currency of the member desiring to purchase above
seventy-five percent of its quota, or of reducing the Fund’s
holdings of the currency desired below seventy-five percent
of the quota of the member whose currency is desired.

Skc. 8. Controls of capital transfers.—Members may exercise
such controls as are necessary to regulate international capital
movements, but no member may exercise these controls in a
manner which will restrict payments for current transactions
or which will unduly delay transfers of funds in settlement of
commitments, except as provided in Article VII, Section 3 (b),
and in Article XIV, Section 2.

Article VIL Scarce Currencies

Section 1. General scarcity of currency.—If the Fund finds
that a general scarcity of a particular currency is developing,
the Fund may so inform members and may issue a report set-
ting forth the causes of the scarcity and containing recom-
mendations designed to bring it to an end. A representative
of the member whose currency is involved shall participate in
the preparation of the report.

Skc. 2. Measures to replenish the Fund's holdmgs of scarce
currencies.—The Fund may, if it deems such action appropriate
to replenish its holdings of any member’s currency, take either
or both of the following steps:
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(i) Propose to the member that, on terms and conditions
agreed between the Fund and the member, the latter lend
its currency to the Fund or that, with the approval of the
member, the Fund borrow such currency from some other

- source either within or outside the territories of the mem-
ber, but no member shall be under any obligation to make )
such loans to the Fund or to approve the borrowing of its
currency by the Fund from any other source.

(i) Require the member to/ sell its currency to the Fund for
gold.

Skc. 8. Scarcity of the Fund’s holdings.—(a) If it becomes
evident to the Fund that the demand for a member’s currency
seriously threatens the Fund’s ability to supply that currency,
the Fund, whether or not it has issued a report under Section 1
of this Article, shall formally declare such currency scarce and
shall thenceforth apportion its existing and accruing supply
of the scarce currency with due regard to the relative needs of
members, the general international economic situation, and
any other pertinent considerations. The Fund shall also issue
a report concerning its action. v

(b) A formal declaration under (a) above shall operate as
an authorization to any member, after consultation with the
Fund, temporarily to impose limitations on the freedom of
exchange operations in the scarce currency. Subject to the pro-
visions of Article IV, Sections 3 and 4, the member shall have
complete jurisdiction in determining the nature of such limi-
tations, but they shall be no more restrictive than is necessary
to limit the demand for the scarce currency to the supply held
by, or accruing to, the member in question; and they shall be
relaxed and removed as rapidly as conditions permit.

(¢) The authorization under (b) above shall expire when-
ever the Fund formally declares the currency in question to be
no longer scarce. ,

Sec. 4. Administration of restrictions.—Any member impos-
ing restrictions in respect of the currency of any other member
pursuant to the provisions of Section 3 (b) of this Article shall
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give sympathetic consideration to any representations by the
other member regarding the administration of such restrictions.

Sec. 5. Effect of other international agreements on restric-
tions.—Members agree not to invoke the obligations of any
engagements entered into with other members prior to this
Agreement in such a manner as will prevent the operation of
the provisions of this Article.

Article VIII. General Obligations of Members

Section 1. Introduction~In addition to the obligations
assumed under other articles of this Agreement, each member
undertakes the obligations set out in this Article.

Sec, 2. Avoidance of restrictions on current payments.—
(a) Subject to the provisions of Article VII, Section 3 (b), and
Article XIV, Section 2, no member shall, without the approval
of the Fund, impose restrictions on the making of payments
and transfers for current international fransactions.

(b) Exchange contracts which involve the currency of any
member and which are contrary to the exchange control regula-
tions of that member maintained or imposed consistently with
this Agreement shall be unenforceable in the territories of any
member. In addition, members may, by mutual accord, co-
operate in measures for the purpose of making the exchange
control regulations of either member more effective, provided
that such measures and regulations are consistent with this
Agreement.

Sec. 3. Avoidance of discriminatory currency practices.~
No member shall engage in, or permit any of its fiscal agencies
referred to in Article V, Section 1, to engage in, any discrimina-
tory currency arrangements or multiple currency practices
except as authorized under this Agreement or approved by the
Fund. If such arrangements and practices are engaged in at
the date when this Agreement enters into force the member
concerned shall consult with the Fund as to their progressive
removal unless they are maintained or imposed under Article
X1V, Section 2, in which case the provisions of Section 4 of
that Article shall apply.



APPENDIX IV - 279

Skc. 4. Convertibility of foreign-held balances.—(a) Each
member shall buy balances of its currency held by another
member if the latter, in requesting the purchase, represents

(i) that the balances to be bought have been recently ac-
quired as a result of current transactions; or

(ii) that their conversion is needed for making payments for .
current transactions.

The buying member shall have the option to pay either in the
currency of the member making the request or in gold.
(b) The obligation in (a) above shall not apply

(i) when the convertibility of the balances has been re-
stricted consistently with Section 2 of this Article, or
Article VI, Section 3; or

(ii) when the balances have accumulated as a result of
transactions effected before the removal by a member of
restrictions maintained or imposed under Article XIV,
Section 2; or

(iii) when the balances have been acquired contrary to.
the exchange regulations of the member which is asked
to buy them; or

(iv) when the currency of the member requesting the pur-
chase has been declared scarce under Article VII, Section
3 (a); or v

(v) when the member requested to make the purchase is
for any reason not entitled to buy currencies of other
members from the Fund for its own currency.

Sec. 5. Furnishing of information.~(a) The Fund may re-
quire members to furnish it with such information as it deems
necessary for its operations, including, as the minimum neces-
sary for the effective discharge of the Fund’s duties, national
data on the following matters:

(i) Official holdings at home and abroad, of (1) gold,
(2) foreign exchange.

(i) Holdings at home and abroad by banking and financial
agencies, other than official agencies, of (1) gold, (2) for-
eign exchange.
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(iii) Production of gold.

(iv) Gold exports and imports according to countries of
destination and origin.

(v) Total exports and imports of merchandise, in terms of
local currency values, according to countries of destina-
tion and origin.

(vi) International balance of payments, including (1) trade
in goods and services, (2) gold transactions, (3) known
capital transactions, and (4) other items.

(vii) International investment position, ie., investments
within the territories of the member owned abroad and in-
vestments abroad owned by persons in its territories so far
as it is possible to furnish this information.

(viii}) National income.

(ix) Price indices, i.e., indices of commodity prices in whole-
sale and retail markets and of export and import prices.

(x) Buying and selling rates for foreign currencies.

(xi) Exchange controls, i.e., a comprehensive statement of
exchange controls in effect at the time of assuming mem-
bership in the Fund and details of subsequent changes
as they occur.

(xii) Where official clearing arrangements exist, details of
amounts awaiting clearance in respect of commercial and
financial transactions, and of the length of time during
which such arrears have been outstanding.

(b) Inrequesting information the Fund shall take into con-
sideration the varying ability of members to furnish the data
requested. Members shall be under no obligation to furnish
information in such detail that the affairs of individuals or cor-
porations are disclosed. Members undertake, however, to fur-
nish the desired information in as detailed and accurate a
manner as is practicable, and, so far as possible, to avoid mere
estimates.

(c) The Fund may arrange to obtain further information
by agreement with members. It shall act as a centre for the
collection and exchange of information on monetary and finan-
cial problems, thus facilitating the preparation of studies de-
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signed to assist members in developing policies which further
the purposes of the Fund.

Sec. 6. Consultation between members regardmg existing
international agreements—Where under this Agreement a
member is authorized in the special or temporary circumstances
specified in the Agreement to maintain or establish restrictions
on exchange transactions, and there are other engagements
between members entered into prior to this Agreement which
conflict with the application of such restrictions, the parties
to such engagements will consult with one another with a view
to making such mutually acceptable adjustments as may be
necessary. The provisions of this Article shall be without preju-
dice to the operation of Article VII, Section 5.

Article IX. Status, Immunities and Privileges

Secrion 1. Purpose of Article.~To enable the Fund to fulfill
the functions with which it is entrusted, the status, immunities
and privileges set forth in this Article shall be accorded to the
Fund in the territories of each member.

Sec. 2. Status of the Fund.—The Fund shall possess full
juridical personality, and, in particular, the capacity

(i) to contract;

(i) to acquire and dispose of immovable and movable prop-
erty;

(iii) to institute legal proceedings.

Skc. 3. Immunity from judicial process.—The Fund, its prop-
erty and its assets, wherever located and by whomsoever held,
shall enjoy immunity from every form of judicial process except
to the extent that it expressly waives its immunity for the pur-
pose of any proceedings or by the terms of any contract.

Sec. 4. Immunity from other action~Property and assets
of the Fund, wherever located and by whomsoever held, shall
be immune from search, requisition, confiscation, expropriation
or any other form of seizure by executive or legislative action.

Sec. 5. Immunity of archives.—~The archives of the Fund
shall be inviolable.
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Sec. 6. Freedom of assets from restrictions.—To the extent
necessary to carry out the operations provided for in this Agree-
ment, all property and assets of the Fund shall be free from
restrictions, regulations, controls and moratoria of any nature.

*Sec. 7. Privilege for communications.—The official communi-
cations of the Fund shall be accorded by members the same
treatment as the official communications of other members.

SEc. 8. Immunities and privileges of officers and em-
ployees.—All governors, executive directors, alternates, officers
and employees of the Fund

(i) shall be immune from legal process with respect to acts
performed by them in their official capacity except when
the Fund waives this immunity;

(ii) not being local nationals, shall be granted the same im-

munities from immigration restrictions, alien registration
requirements and national service obligations and the same
facilities as regards exchange restrictions as are accorded
by members to the representatives, officials, and employees
of comparable rank of other members;

(iii) shall be granted the same treatment in respect of trav-
eling facilities as is accorded by members to representa-
tives, officials and employees of comparable rank of other
members,

Sec. 9. Immunities from taxation.—(a) The Fund, its assets,
property, income and its operations and transactions authorized
by this Agreement, shall be immune from all taxation and from
all customs duties. The Fund shall also be immune from liability
for the collection or payment of any tax or duty.

(b) No tax shall be levied on or in respect of salaries and
emoluments paid by the Fund to executive directors, alternates,
officers or employees of the Fund who are not local citizens,
local subjects, or other Jocal nationals.

(¢) No taxation of any kind shall be levied on any obliga-
tion or security issued by the Fund, including any dividend or

interest thereon, by whomsoever held

(i) which discriminates against such obligation or security
solely because of its origin; or
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(ii) If the sole jurisdictional basis for such taxation is the
place or currency in which it is issued, made payable or
paid, or the location of any office or place of business main-
tained by the Fund.

Sec. 10. Application of Article~Each member shall take
such action as is necessary in its own territories for the purpose
of making effective in terms of its own law the principles set
forth in this Article and shall inform the Fund of the detailed
action which it has taken.

Article X. Relations with Other International
Organizations

The Fund shall cooperate within the terms of this Agreement
with any general international organization and with public
international organizations having specialized responsibilities
in related fields. Any arrangements for such cooperation which
would involve a modification of any provision of this Agreement
may be effected only after amendment to this Agreement under
Article XVIL.

Article XI. Relations with Non-member Countries

SecrioN 1. Undertakings regarding relations with non-mem- .
ber countries.~Each member undertakes:

(i) Not to engage in, nor to permit any of its fiscal agencies
referred to in Article V, Section 1, to engage in, any trans-
actions with a non-member or with persons in a non-mem-
ber’s territories which would be contrary to the provisions
of this Agreement or the purposes of the Fund;

(ii) Not to cooperate with a non-member or with persons in
a non-member’s territories in practices which would be
contrary to the provisions of this Agreement or the pur-
poses of the Fund; and

(iii) To cooperate with the Fund with a view to the applica-
tion in its territories of appropriate measures to prevent
transactions with non-members or with persons in their
territories which would be contrary to the provisions of
this Agreement or the purposes of the Fund,
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Skc. 2. Restrictions on transactions with non-member coun-
tries. —Nothing in this Agreement shall affect the right of any
' member to impose restrictions on exchange transactions with
non-members or with persons in their territories unless the
Fund finds that such restrictions prejudice the interests of
members and are contrary to the purposes of the Fund.

Article XII. Organization and Management

Secrion 1. Structure of the Fund.—The Fund shall have a
Board of Governors, Executive Directors, a Managing Director,
and a staff, ,

Sec. 2. Board of Governors—(a) All powers of the Fund
shall be vested in the Board of Governors, consisting of one
governor and one alternate appointed by each member in such
manner as it may determine. Each governor and each alternate
shall serve for five years, subject to the pleasure of the mem-
ber appointing him, and may be reappointed. No alternate
may vote except in the absence of his principal. The Board
shall select one of the governors as chairman.
~ (b) The Board of Governors may delegate to the Executive

Directors authority to exercise any powers of the Board, except
the power to:

(i) Admit new members and determine the conditions of
their admission.

(ii) Approve a revision of quotas.

(iii) Approve a uniform change in the par value of the cur-
rencies of all members.

(iv) Make arrangements to cooperate with other interna-
tional organizations (other than informal arrangements of
a temporary or administrative character).

(v) Determine the distribution of the net income of the
Fund.

(vi) Require a member to withdraw.

(vii) Decide to liquidate the Fund.

(viii) Decide appeals from interpretations of this agreement
given by the Executive Directors.
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(¢) The Board of Governors shall hold an annual meeting
and such other meetings as may be provided for by the Board
or called by the Executive Directors. Meetings of the Board
shall be called by the Directors whenever requested by five
members or by members having one-quarter of the total voting
power.

(d) A quorum for any meeting of the Board of Governors
shall be a majority of the governors exercising not less than two-
thirds of the total voting power.

(e) Each governor shall be entitled to cast the number of
votes allotted under Section 5 of this Article to the member
appointing him.

(f) The Board of Governors may by regulation establish
a procedure whereby the Executive Directors, when they
deem such action to be in the best interests of the Fund, may
obtain a vote of the governors on a specific question without
calling a meeting of the Board.

(g) The Board of Governors, and the Executive Directors
to the extent authorized, may adopt such rules and regulations
as may be necessary or appropriate to conduct the business
of the Fund. ‘

(h) Governors and alternates shall serve as such without
compensation from the Fund, but the Fund shall pay them
reasonable expenses incurred in attending meetings.

(i) The Board of Governors shall determine the remunera-
tion to be paid to the Executive Directors and the salary and
terms of the contract of service of the Managing Director.

Skc. 3. Executive Directors—(a) The Executive Directors
shall be responsible for the conduct of the general operations of
the Fund, and for this purpose shall exercise all the powers
delegated to them by the Board of Governors.

(b) There shall be not less than twelve directors who need
not be governors, and of whom

(i) five shall be appointed by the five members having the
largest quotas;

(i) not more than two shall be appointed when the pro-
visions of (¢) below apply;
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(iif) five shall be elected by the members not entitled to
appoint directors, other than the American Republics;
and

(iv) two shall be elected by the American Republics not
entitled to appoint directors.

For the purposes of this paragraph, members means govern-
ments of countries whose names are set forth in Schedule A,
whether they become members in accordance with Article XX
or in accordance with Article IT, Section 2. When governments
of other countries become members, the Board of Governors
may, by a four-fifths majority of the total voting power, in-
crease the number of directors to be elected.

(¢) If, at the second regular election of directors and there-
after, the members entitled to appoint directors under (b) (i)
above do not include the two members, the holdings of whose
currencies by the fund have been, on the average over the
preceding two years, reduced below their quotas by the largest
absolute amounts in terms of gold as a common denominator,
either one or both of such members, as the case may be, shall
be entitled to appoint a director.

(d) Subject to Article XX, Section 3 (b) elections of elec-
tive directors shall be conducted at intervals of two years in
accordance with the provisions of Schedule C, supplemented
by such regulations as the Fund deems appropriate. When-
ever the Board of Governors increases the number of directors
to be elected under (b) above, it shall issue regulations making
appropriate changes in the proportion of votes required to
elect directors under the provisions of Schedule C.

(e) Each director shall appoint an alternate with full power
to act for him when he is not present. When the directors ap-
pointing them are present, alternates may participate in meet-
ings but may not vote.

(f) Directors shall continue in office until their successors
are appointed or elected. If the office of an elected director be-
comes vacant more than ninety days before the end of his
term, another director shall be elected for the remainder of the
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term by the members who elected the former director. A ma-
jority of the votes cast shall be required for election. While the
office remains vacant, the alternate of the former director shall
exercise his powers, except that of appointing an alternate.

(g) The Executive Directors shall function in continuous
session at the principal office of the Fund and shall meet as
- often as the business of the Fund may require.

(k) A quorum for any meeting of the Executive Directors
shall be a majority of the directors representing not less than
one-half of the voting power. '

" (i) Each appointed director shall be entitled to cast the
number of votes allotted under Section 5 of this Article to the
member appointing him. Each elected director shall be entitled
to cast the number of votes which counted towards his election.
When the provisions of Section 5 (b) of this Article are appli-
cable, the votes which a director would otherwise be entitled
to cast shall be increased or decreased correspondingly. All the
votes which a director is entitled to cast shall be cast as a unit.

() The Board of Governors shall adopt regulations under
which a member not entitled to appoint a director under
(b) above may send a representative to attend any meeting
of the Executive Directors when a request made by, or a matter
particularly affecting, that member is under consideration.

(k) The Executive Directors may appoint such committees
as they deem advisable. Membership of committees need not
be limited to governors or directors or their alternates. o

Sec. 4. Managing Director and staff—(a) The Esxecutive
Directors shall select a Managing Director who shall not be
a governor or an executive director. The Managing Director
shall be chairman of the Executive Directors, but shall have
no vote except a deciding vote in case of an equal division, He
may participate in meetings of the Board of Governors, but
shall not vote at such meetings. The Managing Director shall
cease to hold office when the Executive Directors so decide. .

(b) The Managing Director shall be chief of the operating
staff of the Fund and shall conduct, under the direction of the
Executive Directors, the ordinary business of the Fund. Subject
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to the general control of the Executive Directors, he shall be
responsible for the organization, appointment and dismissal of
the staff of the Fund.

(¢) The Managing Director and the staff of the Fund, in the
discharge of their functions, shall owe their duty entirely to the
Fund and to no other authority. Each member of the Fund
shall respect the international character of this duty and shall
refrain from all attempts to influence any of the staff in the
discharge of his functions. N

(d) In appointing the staff the Managing Director shall,

“subject to the paramount importance of securing the highest
standards of efficiency and of technical competence, pay due
regard to the importance of recruiting personnel on as wide
a geographical basis as possible. -

Skc. 5. Voting—(a) Each member shall have two hundred
fifty votes plus one additional vote for each part of its quota
equivalent to one hundred thousand United States dollars.

(b) Whenever voting is required under Article V, Section
4 or 5, each member shall have the number of votes to which
it is entitled under (a) above, adjusted

(i) by the addition of one vote for the equivalent of each
four hundred thousand United States dollars of net sales
of its currency up to the date when the vote is taken, or

(ii) by the subtraction of one vote for the equivalent of
each four hundred thousand United States dollars of its

- net purchases of the currencies of other members up to
the date when the vote is taken;

provided, that neither net purchases nor net sales shall be
deemed at any time to exceed an amount equal to the quota
of the member involved.

(¢) For the purpose of all computations under this Section,
United States dollars shall be deemed to be of the weight and
fineness in effect on July 1, 1944, adjusted for any uniform
- change under Article IV, Section 7, if a waiver is made under
Section 8 (d) of that Article.

(d) Except as otherwise specifically provided, all decisions
of the Fund shall be made by a majority of the votes cast.
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Sec. 6. Distribution of net income.—(a) The Board of Gov-
ernors shall determine annually what part of the Fund’s net
income shall be placed to reserve and what part, if any, shall
be distributed.

(b) If any distribution is made, there shall first be dis-
tributed a two percent non-cumulative payment to each mem-
ber on the amount by which seventy-five percent of its quota
exceeded the Fund’s average holdings of its currency during
that year. The balance shall be paid to all members in propor-
tion to their quotas. Payments to each member shall be made in
its own currency. '

Sec. 7. Publication of reports.—(a) The Fund shall publish
an annual report containing an audited statement of its ac-
counts, and shall issue, at intervals of three months or less, a
summary statement of its transactions and its holdings of gold
and currencies of members.

(b) The Fund may publish such other reports as it deems
desirable for carrying out its purposes.

Sec. 8. Communication of views to members~The Fund
shall at all times have the right to communicate its views in-
formally to any member on any matter arising under this
Agreement. The Fund may, by a two-thirds majority of the total
voting power, decide to publish a report made to a member
regarding its monetary or economic conditions and develop-
ments which directly tend to produce a serious disequilibrium
in the international balance of payments of members. If the
member is not entitled to appoint an executive director, it shall
be entitled to representation in accordance with Section 3 (5)
of this Article. The Fund shall not publish a report involving
changes in the fundamental structure of the economic organ-
ization of members.

Article XIII, Offices and Depositories

Section 1. Location of offices.—The principal office of the
Fund shall be located in the territory of the member having the
largest quota, and agencies or branch offices may be established
in the territories of other members,

Sec. 2. Depositories.—(a) Each member country shall desig-
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nate its central bank as a depository for all the Fund’s holdings
of its currency, or if it has no central bank it shall designate
such other institution as may be acceptable to the Fund.

(b) The Fund may hold other assets, including gold, in the
depositories designated by the five members having the largest
quotas and in such other designated depositories as the Fund
may select. Initially, at least one-half of the holdings of the
Fund shall be held in the depository designated by the mem- -
ber in whose territories the Fund has its principal office and
at least forty percent shall be held in the depositories desig-
nated by the remaining four members referred to above. How-
ever, all transfers of gold by the Fund shall be made with due
regard to the costs of transport and anticipated requirements
of the Fund. In an emergency the Executive Directors may
transfer all or any part of the Fund’s gold holdings to any place
where they can be adequately protected.

SEc. 3. Guarantee of the Fund's assets.—Each member guar-
antees all assets of the Fund against loss resulting from failure
or default on the part of the depository designated by it.

Article XTIV, Transitional Period

SecmioN 1. Introduction.—~The Fund is not intended to pro-
vide facilities for relief or reconstruction or to deal with inter-
national indebtedness arising out of the war.

Skc. 2. Exchange restrictions.—In the post-war transitional
period members may, notwithstanding the provisions of any
other articles of this Agreement, maintain and adapt to chang-
ing circumstances (and, in the case of members whose ter-
ritories have been occupied by the enemy, introduce where
necessary) restrictions on payments and transfers for current
international transactions. Members shall, however, have con-
tinuous regard in their foreign exchange policies to the purposes
of the Fund; and, as soon as conditions permit, they shall take
all possible measures to develop such commercial and financial
arrangements with other members as will facilitate international
payments and the maintenance of exchange stability. In par-
ticular, members shall withdraw restrictions maintained or
imposed under this Section as soon as they are satisfied that



APPENDIX IV . 291

they will be able, in the absence of such restrictions, to settle
their balance of payments in a manner which will not unduly
encumber their access to the resources of the Fund,

Sec. 8. Notification to the Fund.—Each member shall notxfy
the Fund before it becomes eligible under Article XX, Section
4 (c) or (d), to buy currency from the Fund, whether itintends
to avail itself of the transitional arrangements in Section 2 of
this Article, or whether it is prepared to accept the obligations
of Article VIII, Sections 2, 3, and 4. A member availing itself
of the transitional arrangements shall notify the Fund as soon
thereafter as it is prepared to accept the above-mentioned
obligations.

Sec. 4. Action of the Fund relating to restrictions.—Not later
than three years after the date on which the Fund begins opera-
tions and in each year thereafter, the Fund shall report on the
restrictions still in force under Section 2 of this Article. Five
years after the date on which the Fund begins operations, and
in each year thereafter, any member still retaining any restric-
tions inconsistent with Article VIII, Sections 2, 3, or 4, shall
consult the Fund as to their further retention. The Fund may,
if it deems such action necessary in exceptional circumstances,
make representations to any member that conditions are favor-
able for the withdrawal of any particular restriction, or for the
general abandonment of restrictions, inconsistent with the
provisions of any other article of this Agreement. The member
shall be given a suitable time to reply to such representations.
If the Fund finds that the member persists in maintaining re-
strictions which are inconsistent with the purposes of the Fund,
the member shall be subject to Article XV, Section 2 (a).

Sec. 5. Nature of transitional period—In its relations with
members, the Fund shall recognize that the post-war transi-
tional period will be one of change and adjustment and in
making decisions on requests occasioned thereby which are
presented by any member it shall give the member the benefit
of any reasonable doubt.
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Article XV. vWithdrawal from Membership

SecrioN 1. Right of members to withdraw.—Any member
may withdraw from the Fund at any time by transmitting a
notice in writing to the Fund at its principal office. Withdawal
shall become effective on the date such notice is received.

Sec. 2. Compulsory withdrawel—(a) If a member fails to
. fulfill any of its obligations under this Agreement, the Fund
may declare the member ineligible to use the resources of the
Fund. Nothing in this Section shall be deemed to limit the pro-
visions of Article IV, Section 6, Article V, Section 5, er Artlcle
VI, Section 1.

(b) L after the expiration of a reasonable period the mem-
ber persists in its failure to fulfill any of its obligations under
this Agreement, or a difference between a member and the
Fund under Article IV, Section 6, continues, that member may
be required to withdraw from membership in the Fund by a
decision of the Board of Governors carried by a majority of
the governors representing a majority of the total voting power.

(c) Regulations shall be adopted to ensure that before action
is taken against any member under (a) or (b) above, the mem-
ber shall be informed in reasonable time of the complaint
against it and given an adequate opportunity for stating its
case, both orally and in writing.

Skc. 8. Settlement of accounts with members wzthdraunng.——-
When a member withdraws from the Fund, normal transactions
of the Fund in its currency shall cease and settlement of all
accounts between it and the Fund shall be made with reason-
able despatch by agreement between it and the Fund. If agree-
ment is not reached promptly, the provisions of Schedule D
shall apply to the settlement of accounts.

Article XVI. Emergency Provisions

Section 1. Temporary suspension.—(a) In the event of an
emergency or the development of unforeseen circumstances
threatening the operations of the Fund, the Executive Directors
by unanimous vote may suspend for a period of not more than
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one hundred twenty days the operation of any of the following
provisions:

(i) Article IV, Sections 3 and 4 (b).

(i) Article V, Sections 2, 8, 7, 8 (a) and (f).
{iii} Article VI, Section 2.
(iv) Article XI, Section 1.

(b) Simultaneously with any decision to suspend the opera-
tion of any of the foregoing provisions, the Executive Directors
shall call a meeting of the Board of Governors for the earliest
practicable date.

(¢) The Executive Directors may not extend any suspension
beyond one hundred twenty days. Such suspension may be ex-
tended, however, for an additional period of not more than
two hundred forty days, if the Board of Governors by a four-
fifths majority of the total voting power so decides, but it may
not be further extended except by amendment of this Agree-
ment pursuant to Article XVIL

(d) The Executive Directors may, by a majority of the total
voting power, terminate such suspension at any time.

Skc. 2. Liquidation of the Fund.—(a) The Fund may not
be liquidated except by decision of the Board of Governors. In
an emergency, if the Executive Directors decide that liquida-
tion of the Fund may be necessary, they may temporarily
suspend all transactions, pending decision by the Board.

(b) If the Board of Governors decides to liquidate the Fund,
the Fund shall forthwith cease to engage in any activities ex-
cept those incidental to the orderly collection and liquidation
of its assets and the settlement of its liabilities, and all obliga-
tions of members under this Agreement shall cease except those
set out in this Article, in Article XVIII, paragraph (c), in
Schedule D, paragraph 7, and in Schedule E.

(¢) Liquidation shall be administered in accordance with
the provisions of Schedule E. \
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Article XVII. Amendments.

(a) Any proposal to introduce modifications in this Agree-
ment, whether emanating from a member, a governor or the -
Exzecutive Directors, shall be communicated to the chairman
of the Board of Governors who shall bring the proposal before
the Board. If the proposed amendment is approved by the
Board the Fund shall, by circular letter or telegram, ask all
members whether they accept the proposed amendment. When
three-fifths of the members, having four-fifths of the total -
voting power, have accepted the proposed amendment, the
Fund shall certify the fact by a fomal communication addressed
to all members.

(b) Notwithstanding (a) above, acceptance by all mem-

-bers is required in the case of any amendment modifying

(i) the right to withdraw from the Fund (Article XV, Sec-
tion 1);

(ii) the provision that no change in 2 member’s quota shall
be made without its consent ( Article III, Section 2);

(iii) the provision that no change may be made in the par
value of a member’s currency except on the proposal of
that member (Article IV, Section 5 (b)).

(¢) Amendments shall enter into force for all members three
months after the date of the formal communication unless a
shorter period is specified in the circular letter or telegram.

Article XVIII. Interpretation

(a) Any question of interpretation of the provisions of this
Agreement arising between any member and the Fund or
between any members of the Fund shall be submitted to the
Executive Directors for their decision, If the question particu-
larly affects any member not entitled to appoint an executive
director jt shall be entitled to representation in accordance with
Article XII, Section 3 (j).

(b) In any case where the Executive Directors have given
a decision under (a) above, any member may require that the
question be referred to the Board of Governors, whose decision
shall be final. Pending the result of the reference to the Board
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the Fund may, so far as it deems necessary, act on the basis of
the decision of the Executive Directors.

(c) Whenever a disagreement arises between the Fund and
a member which has withdrawn, or between the Fund and
any member during liquidation of the Fund, such disagree-
ment shall be submitted to arbitration by a tribunal of three
arbitrators, one appointed by the Fund, another by the member
or withdrawing member and an umpire who, unless the parties
otherwise agree, shall be appointed by the President of the
Permanent Court of International Justice or such other au-
thority as may have been prescribed by regulation adopted by
the Fund. The umpire shall have full power to settle all ques-
tions of procedure in any case where the parties are in dis-
agreement with respect thereto.

Article XIX. E:iplanation of Terms

In interpreting the provisions of this Agreement the Fund
and its members shall be guided by the following:

(a) A member’s monetary reserves means its net official
holdings of gold, of convertible currencies of other members,
and of the currencies of such non-members as the Fund may
specify.

(b) The official holdings of a member means central hold-
ings (that is, the holdings of its Treasury, central bank, stabiliza-
tion fund, or similar fiscal agency).

(¢) The holdings of other official institutions or other banks
within its territories may, in any particular case, be deemed by
the Fund, after consultation with the member, to be official
holdings to the extent that they are substantially in excess of
working balances; provided that for the purpose of determining
whether, in a particular case, holdings are in excess of working
balances, there shall be deducted from such holdings amounts
of currency due to official institutions and banks in the terri-
tories of members or non-members specified under (d) below.

(d) A member’s holdings of convertible currencies means
its holdings of the currencies of other members which are not
availing themselves of the transitional arrangements under
Article XIV, Section 2, together with its holdings of the cur-
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rencies of such non-members as the Fund may from time to
time specify. The term currency for this purpose includes with-
out limitation coins, paper money, bank balances, bank accept-
ances, and government obligations issued with a matarity not
exceeding twelve months.

(e) A member’s monetary reserves shall be calculated by °
deducting from its central holdings the currency liabilities to
the Treasuries, central banks, stabilization funds, or similar fis-
cal agencies of other members or non-members specified under
(d) above, together with similar liabilities to other official
institutions and other banks in the territories of members, or
non-members specified under (d) above. To these net holdings
shall be added the sums deemed to be official holdings of other
official institutions and other banks under (c) above.

(f) The Fund’s holdings of the currency of a member shall
include any securities accepted by the Fund under Article
II1, Section 5,

(g) The Fund, after, consultation with a member which is
availing itself of the transitional arrangements under Article
XIV, Section 2, may deem holdings of the currency of that
member which carry specified rights of conversion into another
. currency or into gold to be holdings of convertible currency
for the purpose of the calculation of monetary reserves.

(h) For the purpose of calculating gold subscriptions under
Article III, Section 3, a member’s net official holdings of gold
and United States dollars shall consist of its official holdings
of gold and United States currency after deducting central
holdings of its currency by other countries and holdings of its
currency by other official institutions and other banks if these
holdings carry specified rights of conversion into gold or United
States currency.

(i) Payments for current transactions means payments which
are not for the purpose of transferring capital, and includes,
without limitation:

(1) All payments due in connection with foreign trade,
other current business, including services, and normal
short-term banking and credit facilities;
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(2) Payments due as interest on loans and as net income
from other investments;

(8) Payments of moderate amount for amortization of loans
or for depreciation of direct investments;

(4) Moderate remittances for family living expenses.

The Fund may, after consultation with the members concerned,
determine whether certain specific transactions are to be con-
sidered current transactions or capital transactions.

Article XX, Final Provisions

SectioN 1. Entry into force~This Agreement shall enter
into force when it has been signed on behalf of governments
having sixty-five percent of the total of the quotas set forth in
Schedule A and when the instruments referred to in Section
2 (a) of this Article have been deposited on their behalf, but
in no event shall this Agreement enter into force before May 1,
1945,

Skc. 2. Signature.—(a) Each government on whose behalf
this Agreement is signed shall deposit with the Government of
the United States of America an instrument setting forth that
it has accepted this Agreement in accordance with its law and
has taken all steps necessary to enable it to carry out all of its
obligations under this Agreement.

(b) Each government shall become a member of the Fund
as from the date of the deposit on its behalf of the instrument
referred to in (@) above, except that no government shall be-
come a member before this Agreement enters into force under
Section 1 of this Article.

(¢) The Government of the United States of America shall
inform the governments of all countries whose names are set
forth in Schedule A, and all governments whose membership is
approved in accordance with Article II, Section 2, of all signa-
tures of this Agreement and of the deposit of all instruments
referred to in (a) above.

(d) At the time this Agreement is signed on its behalf, each
government shall transmit to the Government of the United
States of America one one-hundredth of one percent of its
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total subscription in gold or United States dollars for the pur-
pose of meeting administrative expenses of the Fund. The
Government of the United States of America shall hold such *
funds in a special deposit account and shall transmit them to
the Board of Governors of the Fund when the initial meeting
has been called under Section 3 of this Article. If this Agree-
ment has not come into force by December 31, 1945, the
Government of the United States of America shall return such
funds to the governments that transmitted them.

(e) This Agreement shall remain open for signature at
Washington on behalf of the governments of the countries

- whose names are set forth in Schedule A until December 31,
1945.

(f) After December 81, 1945, this Agreement shall be open
for signature on behalf of the government of any country whose
membership has been approved in accordance with Article II,
Section 2.

{g) By their signature of this Agreement, all governments
accept it both on their own behalf and in respect of all their
colonies, overseas territories, all territories under their protec-
tion, suzerainty, or authority and all territories in respect of
which they exercise a mandate.

(h) In the case of governments whose metropolitan terri-
tories have been under enemy occupation, the deposit of the
instrument referred to in (a) above may be delayed until one
hundred eighty days after the date on which these territories
have been liberated. If, however, it is not deposited by any
such government before the expiration of this period the signa-
ture affixed on behalf of that government shall become void and
the portion of its subscription paid under (d) above shall be
returned to it.

(4) Paragraphs (d) and (h) shall come into force with
regard to each signatory government as from the date of its
signature.

Skc. 8. Inauguration of the Fund.—(a) As soon as this Agree-
ment enters into force under Section 1 of this Article, each
member shall appoint a governor and the member having the
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largest quota shall call the first meeting of the Board of Gover-
nors.

(b) At the first meeting of the Board of Governors, arrange-
ments shall be made for the selection of provisional executive
directors. The governments of the five countries for which the
largest quotas are set forth in Schedule A shall appoint pro-
visional executive directors. If one or more of such governments
have not become members, the executive directorships they
would be entitled to fill shall remain vacant until they become
members, or until January 1, 1946, whichever is the earlier.
Seven provisional executive directors shall be elected in accord-
ance with the provisions of Schedule C and shall remain in
office until the date of the first regular election of executive
directors which shall be held as soon as practicable after Janu-
ary 1, 1946. ,

(¢) The Board of Governors may delegate to the provisional
executive directors any powers except those which may not
be delegated to the Executive Directors.

Skc. 4. Initial determination of par values—(a) When the
Fund is of the opinion that it will shortly be in a position to
begin exchange transactions, it shall so notify the members and
shall request each member to communicate within thirty days
the par value of its currency based on the rates of exchange
prevailing on the sixtieth day before the entry into force of this
Agreement. No member whose metropolitan territory has been
occupied by the enemy shall be required to make such a com-
munication while that territory is a theater of major hostilities
“or for such period thereafter as the Fund may determine. When
such a member communicates the par value of its currency the
provisions of (d) below shall apply.

(b) The par value communicated by a member whose
metropolitan territory has not been occupied by the enemy shall
be the par value of that member’s currency for the purposes
of this Agreement unless, within ninety days after the request
referred to in (a) above has been received, (i) the member
notifies the Fund that it regards the par value as unsatisfactory,
or (ii) the Fund notifies the member that in its opinion the par
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value cannot be maintained without causing recourse to the
Fund on the part of that member or others on a scale prejudicial
to the Fund and to members. When notification is given under
(i) or (ii) above, the Fund and the member shall, within a
period determined by the Fund in the light of all relevant cir-
cumstances, agree upon a suitable par value for that currency.
If the Fund and the member do not agree within the period so
determined, the member shall be deemed to have withdrawn
from the Fund on the date when the period expires., _

(¢) When the par value of 2 member’s currency has been
established under (b) above, either by the expiration of ninety
days without notification, or by agreement after notification, the
member shall be eligible to buy from the Fund the currencies of
other members to the full extent permitted in this Agreement,
provided that the Fund has begun exchange transactions. -

(d) In the case of a member whose metropolitan territory
has been occupied by the enemy, the provisions of (b) above
shall apply, subject to the following modifications:

(i) The period of ninety days shall be extended so as to
end on a date to be fixed by agreement between the Fund
and the member.

(ii) Within the extended period the member may, if the
Fund has begun exchange transactions, buy from the Fund
with its currency the currencies of other members, but only
under such conditions and in such amounts as may be pre-
scribed by the Fund.

(iii) At any time before the date fixed under (i) above,
changes may be made by agreement with the Fund in
the par value communicated under (a) above.

(e) If a member whose metropolitan territory has been
occupied by the enemy adopts a new monetary unit before the
date tobe fixed under (d) (i) above, the par value fixed by that
member for the new unit shall be communicated to the Fund
and the provisions of (d) above shall apply.

(f) Changes in par values agreed with the Fund under this
Section shall not be taken into account in determining whether
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a proposed change falls within (i), (i), or (iii) of Article IV,
Section 5 (c).

(g) A member communicating to the Fund a par value for
the currency of its metropolitan territory shall simultaneously
communicate a value, in terms of that currency, for each sepa-
rate currency, where such exists, in the territories in respect of
which it has accepted this Agreement under Section 2 (g) of
this Article, but no member shall be required to make a com-
munication for the separate currency of a territory which has
been occupied by the enemy while that territory is a theater of
major hostilities or for such period thereafter as the Fund may
determine. On the basis of the par value so communicated, the
Fund shall compute the par value of each separate currency. A
communication or notification to the Fund under (a), (b) or
(d) above regarding the par value of a currency, shall also
be deemed, unless the contrary is stated, to be a communication
or notification regarding the par value of all the separate cur-
rencies referred to above. Any member may, however, make a
communication or notification relating to the metropolitan or
any of the separate currencies alone. If the member does so,
the provisions of the preceding paragraphs (including (d)
above, if a territory where a separate currency exists has been
occupied by the enemy) shall apply to each of these currencies
separately.

(h) The Fund shall begin exchange transactions at such
date as it may determine after members having sixty-five per-
cent of the total of the quotas set forth in Schedule A have
become eligible, in accordance with the preceding paragraphs
of this Section, to purchase the currencies of other members,
but in no event until after major hostilities in Europe have
ceased.

(i) The Fund may postpone exchange transactions with any
member if its circumstances are such that, in the opinion of
the Fund, they would lead to use of the resources of the Fund
in a manner contrary to the purposes of this Agreement or
prejudicial to the Fund or the members.

(f) The par values of the currencies of governments which
indicate their desire to become members after December 31,
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1945, shall be determined in accordance with the provisions of
Article IT, Section 2. .

Done at Washington, in a single copy which shall remain.
deposited in the archives of the Government of the United
States of America, which shall transmit certified copies to all
governments whose names are set forth in Schedule A and to
all governments whose membership is approved in accordance
with Article II, Section 2.

Schedule A. Quotas
[In millions of United States dollars]

Australia 200 India 400 -
Belgium 225  Iran 25
Bolivia 10 Iraq 8
Brazil 150  Liberia S
Canada 800  Luxembourg 10
Chilé - 50  Mexico 90
China 550 Netherlands 275 -
Colombia 50  New Zealand 50
Costa Rica 5  Nicaragua 2
Cuba 50  Norway 50
Czechoslovakia 125  Papama S
Denmark (*)  Paraguay 2
Dominican Republic 5 Peru 25
Ecuador 5  Philippine Commonwealth 15
Egypt 45  Poland 125
El Salvador 2.5 ~ Union of South Africa 100
Ethiopia 6  Union of Soviet Socialist
France 450 Republics 1,200
Greece 40  United Kingdom =~ 12300
Guatemala 5  United States 2,750
Haiti 5  Uruguay 15
Honduras 2.5 Venezuela 15
Tceland 1  Yugoslavia 60

1. The quota of Denmark shall be determined by the Fund after the
Danish Government has declared its readiness to sign this Agreement but
before signature takes place.
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Schedule B. Provisions with Respeét to Repurchase by a
Member of Its Currency Held by the Fund

1. In determining the extent to which repurchase of a mem-
ber’s currency from the Fund under Article V, Section 7 (b),
shall be made with each type of monetary reserve, that is, with
gold and with each convertible currency, the following rule,
subject to 2 below, shall apply:

(a) If the member’s monetary reserves have not increased
during the year, the amount payable to the Fund shall
be distributed among all types of reserves in proportion
to the member’s holdings thereof at the end of the year.

(b) If the member’s monetary reserves have increased dur-
ing the year, a part of the amount payable to the Fund
equal to one-half of the increase shall be distributed among
those types of reserves which have increased in proportion
to the ameunt by which each of them has increased. The
remainder of the sum payable to the Fund shall be dis-
tributed among all types of reserves in proportion to the
member’s remaining holdings thereof.

(¢) If after all the repurchases required under Article V,
Section 7 (b), had been made, the result would ‘exceed
any of the limits specified in Article V, Section 7 (c), the
Fund shall require such repurchases to be made by the
members proportionately in such manner that the limits
will not be exceeded. '

2. The Fund shall not acquire the currency of any non-
member under Article V, Section 7 (b) and (c).

3. In calculating monetary reserves and the increase in mone-
tary reserves during any year for the purpose of Article V, Sec-
tion7 (b) and (c), no account shall be taken, unless deductions
have otherwise been made by the member for such holdings,
of any increase in those monetary reserves which is due to cur-
rency previously inconvertible having become convertible
during the year; or to holdings which are the proceeds of long-
term or medium-term loan contracted during the year; or to
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holdings which have been transferred or set aside for repay-

~ment of loan during the subsequent year.

4. In the case of members whose metropolitan territories-
have been occupied by the enemy, gold newly produced during
the five years after the entry into force of this Agreement from

-mines located within their metropolitan territories shall not

be included in computations of their monetary reserves or of
increases in their monetary reserves.

Schedule C. Election of Executive Directors

* 1. The election of the elective executive directors shall be
by ballot of the governors eligible to vote under Article XII,
Section 3 (b) (iii) and (iv).

2. In balloting for the five directors to be elected under
Article XII, Section 3 (b) (iii), each of the governors eligible
to vote shall cast for one person all of the votes to which he is
entitled under Article XII, Section 5 (a). The five persons re-
ceiving the greatest number of votes shall be directors, provided
that no person who received less than nineteen percent of the
total number of votes that can be cast (eligible votes) shall be
considered elected.

3. When five persons are not elected on the first ballot, a
second ballot shall be held in which the person who received
the lowest number of votes shall be ineligible for election and
in which there shall vote only (@) those governors who voted
in the first ballot for a person not elected, and (b) those gov-
ernors whose votes for a person elected are deemed under 4
below to have raised the votes cast for that person above twenty
percent of the eligible votes.

4. In determining whether the votes cast by a governor are
to be_deemed to have raised the total of any person above
twenty percent of the eligible votes the twenty percent shall be
deemed to include, first, the votes of the governor casting the
largest number of votes for such person, then the votes of the
governor casting the next largest number, and so on until
twenty percent is reached.

5. Any governor part of whose votes must be counted in
order to raise the total of any person above nineteen percent
shall be considered as casting all of his votes for such person
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even if the total votes for such person thereby exceed twenty
percent. '

6. If, after the second ballot, five persons have not been
elected, further ballots shall be held on the same principles
until five persons have been elected, provided that after four
persons are elected, the fifth may be elected by a simple ma-
jority of the remaining votes and shall be deemed to have
been elected by all such votes.

7. The directors to be elected by the American Republics
under Article XII, Section 8 (b) (iv) shall be elected as fol-
lows:

() Each of the directors shall be elected separately.

(b) In the election of the first director, each governor repre-
senting an American Republic eligible to participate in
the election shall cast for one person all the votes to
which he is entitled. The person receiving the largest
number of votes shall be elected provided that he has
received not less than forty-five percent of the total
votes.

(¢) If no person is elected on the first ballot, further ballots
shall be held, in each of which the person receiving the
lowest number of votes shall be eliminated, until one
person receives a number of votes sufficient for election
under (b) above.

(d) Governors whose votes contributed to the election of
the first director shall take no part in the election of the
second director.

(e) Persons who did not succeed in the first election shall
not be ineligible for election as the second director.

(f) A majority of the votes which can be cast shall be re-
quired for election of the second director. If at the first
ballot no person receives a majority, further ballots shall
be held in each of which the person receiving the lowest
number of votes shall be eliminated, until some person
obtains a majority. .

(g) The second director shall be deemed to have been
elected by all the votes which could have been cast in
the ballot securing his election.
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Schedule D. Settlement of Accounts with Members
Withdrawing

1. The Fund shall be obligated to pay to a member with-
drawing an amount equal to its quota, plus any other amounts
due to it from the Fund, less any amounts due to the Fund,
including charges accruing after the date of its withdrawal; but
no payment shall be made until six months after the date of
withdrawal. Payments shall be made in the currency of the
withdrawing member.

2. If the Fund’s holdings of the currency of the withdrawing
member are not sufficient to pay the net amount due from the
Fund, the balance shall be paid in gold, or in such other manner
as may be agreed. If the Fund and the withdrawing member
do not reach agreement within six months of the date of with-
drawal, the currency in question held by the Fund shall be
paid forthwith to the withdrawing member. Any balance due
shall be paid in ten half-yearly installments during the ensuing
five years. Each such installment shall be paid, at the option of
the Fund, either in the currency of the withdrawing member
acquired after its withdrawal or by the delivery of gold.

3. If the Fund fails to meet any installment which is due in .
accordance with the preceding paragraphs, the withdrawing
member shall be entitled to require the Fund to pay the install-
ment in any cwrrency held by the Fund with the exception of
any currency which has been declared scarce under Article
VII, Section 3.

4. If the Fund’s holdings of the currency of a withdrawing
member exceed the amount due to it, and if agreement on the
method of settling accounts is not reached within six months
of the date of withdrawal, the former member shall be obligated
to redeem such excess currency in gold or, at its option, in the
currencies of members which at the time of redemption are con-
vertible. Redemption shall be made at the parity existing at the
time of withdrawal from the Fund. The withdrawing member
shall complete redemption within five years of the date of with-
drawal, or within such longer period as may be fixed by the
Fund, but shall not be required to redeem in any half-yearly
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period more than one-tenth of the Fund’s excess holdings of its
currency at the date of withdrawal plus further acquisitions
of the currency during such half-yearly period. If the withdraw-
ing member does not fulfill this obligation, the Fund may in an
orderly manner liquidate in any market the amount of currency
which should have been redeemed.

5. Any member desiring to obtain the currency of a member
which has withdrawn shall acquire it by purchase from the
Fund, to the extent that such member has access to the re-
sources of the Fund and that such currency is available under 4
above.

6. The withdrawing member guarantees the unrestricted use
at all times of the currency disposed of under 4 and 5 above for
the purchase of goods or for payment of sums due to it or to
persons within its territories. It shall compensate the Fund for
any loss resulting from the difference between the par value of
its currency on the date of withdrawal and the value realized
by the Fund on disposal under 4 and 5 above.

7. In the event of the Fund going into liquidation under
Article XVI, Section 2, within six months of the date on which
the member withdraws, the account between the Fund and
that government shall be settled in accordance with Article
XV1, Section 2, and Schedule E.

Schedule E. Administration of Liquidation

L. In the event of liquidation the liabilities of the Fund other
than the repayment of subscriptions shall have priority in the
distribution of the assets of the Fund. In meeting each such
liability the Fund shall use its assets in the following order:

(a) the currency in which the liability is payable;

(b) gold;

(¢) all other currencies in proportion, so far as may be prac-
ticable, to the quotas of the members.

2. After the discharge of the Fund’s liabilities in accordance
with 1 above, the balance of the Fund’s assets shall be dis-
tributed and apportioned as follows:
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(a) The Fund shall distribute its holdings of gold among the
members whose currencies are held by the Fund in
amounts less than their quotas. These members shall
share the gold so distributed in the proportions of the
amounts by which their quotas exceed the Fund’s hold-
ings of their currencies.

- (b) The Fund shall distribute to each member one-half the
Fund’s holdings of its currency but such distribution
shall not exceed fifty percent of its quota.

(¢) The Fund shall apportion the remainder of its holdings
of each currency among all the members in proportion
to the amounts due to each member after the distribu-
tions under (a) and (b) above.

3. Each member shall redeem the holdings of its currency
~ apportioned to other members under 2 (c) above, and shall
agree with the Fund within three months after a decision to
liquidate upon an orderly procedure for such redemption.

4. If a member has not reached agreement with the Fund
within the three-month period referred to in 3 above, the Fund
shall use the currencies of other members apportioned to that
member under 2 (c) above to redeem the currency of that
member apportioned to other members. Each currency appor-
tioned to a member which has not reached agreement shall be
used, so far as possible, to redeem its currency apportioned to
the members which have made agreements with the Fund
under 3 above.

5. If a member has reached agreement with the Fund in
accordance with 3 above, the Fund shall use the currencies of
other members apportioned to that member under 2 (¢) above
to redeem the currency of that member apportioned to other
members which have made agreements with the Fund under 3
above. Each amount so redeemed shall be redeemed in the cur- *
rency of the member to which it was apportioned.

6. After carrying out the preceding paragraphs, the Fund
shall pay to each member the remaining currencies held for its
account.



APPENDIX IV 309

7. Each member whose currency has been distributed to
other members under 6 above shall redeem such currency in
gold or, at its option, in the currency of the member requesting
redemption, or in such other manner as may be agreed between
them. If the members involved do not otherwise agree, the
member obligated to redeem shall complete redemption within
five years of the date of distribution, but shall not be required
to redeem in any half-yearly period more than one-tenth of the
amount distributed to each other member. If the member does
not fulfill this obligation, the amount of currency which should
have been redeemed may be liquidated in an orderly manner
in any market. -

8. Each member whose currency has been distributed to
other members under 6 above guarantees the unrestricted use
of such currency at all times for the purchase of goods or for
payment of sums due to it or to persons in its territories. Each
member so obligated agrees to compensate other members for
any loss resulting from the difference between the par value of
its currency on the date of the decision to liquidate the Fund
and the value realized by such members on disposal of its cur-
rency.
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ARTICLES OF AGREEMENT
INTERNATIONAL BANK
FOR
RECONSTRUCTION AND DEVELOPMENT

The Governments on whose behalf the present Agreement is
signed agree as follows:

Introductory Article

The International Bank for Reconstruction and Development
is established and shall operate in accordance with the fol-
lowing provisions:

. Article I Purposes
The purposes of the Bank are:

(i) To assist in the reconstruction and development of ter-
ritories of members by facilitating the investment of capital
for productive purposes, including the restoration of econo-
mies destroyed or disrupted by war, the reconversion of
productive facilities to peacetime needs and the encour-
agement of the development of productive facilities and
resources in less developed countries. _

(ii) To promote private foreign investment by means of
guarantees or participations in loans and other investments
made by private investors; and when private capital is
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not available on reasonable terms, to supplement private
investment by providing, on suitable conditions, finance for
productive purposes out of its own capital, funds raised
by it and its other resources.

(iii) To promote the long-range balanced growth of inter-
national trade and the maintenance of equilibrium in bal-
ances of payments by encouraging international investment
for the development of the productive resources of mem-
bers, thereby assisting in raising productivity, the standard
of living and conditions of labor in their territories.

(iv) To arrange the loans made or guaranteed by it in rela-
tion to international loans through other channels so that
the more useful and urgent projects, large and small alike,
will be dealt with first.

(v) To conduct its operations with due regard to the effect
of international investment on business conditions in the
territories of members and, in the immediate post-war
years, to assist in bringing about a smooth transition from
a wartime to a peacetime economy.,

The Bank shall be guided in all its decisions by the purposes
set forth above.

Article II. Membership in and Capital of the Bank

Section 1. Membership.—(a) The original members of the
Bank shall be those members of the International Monetary
Fund which accept membership in the Bank before the date
specified in Article XI, Section 2 (e).

(b) Membership shall be open to other members of the
Fund, at such times and in accordance w1th such terms as may
be prescribed by the Bank.

Skc. 2. Authorized capital —(a) The authorized capital stock
of the Bank shall be $10,000,000,000 in terms of United States-
dollars of the weight and fineness in effect on July 1, 1944. The
capital stock shall be divided into 100,000 shares having a par
value of $100,000 each, which shall be available for subscrip-
tion only by members.

(b) The capital stock may be increased when the Bank
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deems it advisable by a three-fourths majority of the total voting
power.

Skc. 3. Subscription of shares.~(a) Each member shall sub-
scribe shares of the capital stock of the Bank. The minimum
number of shares to be subscribed by the original members shall
be those set forth in Schedule A. The minimum number of
shares to be subscribed by other members shall be determined
by the Bank, which shall reserve a sufficient portion of its capi-
tal stock for subscription by such members.

(b) The Bank shall prescribe rules laying down the condi-
tions under which members may subscribe shares of the author-
ized capital stock of the Bank in addition to their minimum
subscriptions.

(c) If the authorized capital stock of the Bank is increased,
each member shall have a reasonable opportunity to subscribe,
under such conditions as the Bank shall decide, a proportion of
the increase of stock equivalent to the proportion which its
stock theretofore subscribed bears to the total capital stock of
the Bank, but no member shall be obligated to subscribe any
part of the increased capital.

Skc. 4. Issue price of shares.—Shares included in the mini-
mum subscriptions of original members shall be issued at par.
Other shares shall be issued at par unless the Bank by a majority

“of the total voting power decides in special circumstances to
issue them on other terms.

Sec. 5. Division and calls of subscribed capital.—The sub-
scription of each member shall be divided into two parts as
follows:

(i) twenty percent shall be paid or subject to call under Sec-
tion 7 (i) of this Article as needed by the Bank for its
Operations; '

(ii) the remaining eighty percent shall be subject to call by
the Bank only when required to meet obligations of the
Bank created under Article IV, Sections 1 (a) (ii) and

(ii).
Calls on unpaid subscriptions shall be uniform on all shares.
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Skc. 6. Limitation on liability.~Liability on shares shall be
limited to the unpaid portion of the issue price of the shares.

Skc. 7. Method of payment of subscriptions for shares.—Pay-
ment of subscriptions for shares shall be made in gold or United
States dollars and in the currencies of the members as follows:

(i) under Section 5 (i) of this Article, two percent of the
price of each share shall be payable in gold or United
States dollars, and, when calls are made, the remaining
eighteen percent shall be paid in the currency of the
member; ’

(ii) when a call is made under Section 5 (ii) of this Article,
payment may be made at the option of the member either
in gold, in United States dollars or in the currency required
to discharge the obligations of the Bank for the purpose for
which the call is made; )

(iii) when a member makes payments in any currency under
(i) and (ii) above, such payments shall be made in
amounts equal in value to the member’s liability under the
call. This liability shall be a proportionate part of the sub-
scribed capital stock of the Bank as authorized and defined
in Section 2 of this Article.

Sec. 8. Time of payment of subscriptions.—(a) The two per-
cent payable on each share in gold or United States dollars
under Section 7 (i) of this Article, shall be paid within sixty
days of the date on which the Bank begins operations, pro-
vided that

(i) any original member of the Bank whose metropolitan
territory has suffered from enemy occupation or hostilities
during the present war shall be granted the right to post-
pone payment of one-half percent until five years after
that date;

(ii) an original member who cannot make such a payment
because it has not recovered possession of its gold reserves
which are still seized or immobilized as a result of the war

may postpone all payment until such date as the Bank
shall decide.
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(b) The remainder of the price of each share payable under
Section 7 (i} of this Article shall be paid as and when called by
the Bank, prowded that '

(i) the Bank shall, within one year of its beginning opera-
tions, call not less than eight percent of the price of the |
share in addition to the payment of two percent referred to
in (a) above;

(i) not more than five percent of the price of the share

~ shall be called in any period of three months.

Sec. 9. Maintenance of value of certain currency holdings of
the Bank.—(a) Whenever (i) the par value of a member’s cur-
rency is reduced, or (ii) the foreign exchange value of 2 mem-
ber’s currency has, in the opinion of the Bank, depreciated to
a significant extent within that member’s territories, the member
shall pay to the Bank within a reasonable time an additional
amount of its own currency sufficient to maintain the value, as
of the time of initial subscription, of the amount of the cur-
rency of such member, which is held by the Bank and derived
from currency originally paid in to the Bank by the member
under Article II, Section 7 (i), from currency referred to in
Article IV, Section 2 (b), or from any additional currency fur-
nished under the provisions of the present paragraph, and
which has not been repurchased by the member for gold or for
the currency of any member which is acceptable to the Bank.

(b) Whenever the par value of a member’s currency is in-
creased, the Bank shall return to such member within a reason-
able time an amount of that member’s currency equal to the
increase in the value of the amount of such currency described
in (a) above.

(c) The provisions of the preceding paragriphs may be
waived by the Bank when a uniform proportionate change in
the par values of the currencies of all its members is made by
the International Monetary Fund.

Skc. 10. Restriction on disposal of shares.~Shares shall not
be pledged or encumbered. in any manner whatever and they
shall be transferable only to the Bank.
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Article IIL General Provisions Relating to Loans and
Guarantees

SkcrioN 1. Use of resources.—(a) The resources and the facili-
ties of the Bank shall be used exclusively for the benefit of
members with equitable consideration to projects for develop-
ment and projects for reconstruction alike.

(b) For the purpose of facilitating the restoration and re-
construction of the economy of members whose metropolitan
territories have suffered great devastation from enemy occupa-
tion or hostilities, the Bank, in determining the conditions and
terms of loans made to such members, shall pay special regard
to lightening the financial burden and expediting the comple-
tion of such restoration and reconstruction.

Sec. 2. Dealings between members and the Bank—Each
member shall deal with the Bank only through its Treasury,
central bank, stabilization fund or other similar fiscal agency,
and the Bank shall deal with members only by or through the
same agencies.

Sec. 3. Limitations on guarantees and borrowings of the
Bank.—The total amount outstanding of guarantees, participa-
tions in loans and direct loans made by the Bank shall not be
increased at any time, if by such increase the total would exceed
one hundred percent -of the unimpaired subscnbed capital,
reserves and surplus of the Bank.

Skc. 4. Conditions on which the Bank may guarantee or make
loans.~The Bank may guarantee, participate in, or make loans
to any member or any political subdivision thereof and any
business, industrial, and agricultural enterprise in the territories
of a member, subject to the following conditions:

(i) When the member in whose territories the project is
located is not itself the borrower, the member or the central
bank or some comparable agency of the member which is
acceptable to the Bank, fully guarantees the repayment of
the principal and the payment of interest and other charges
on the loan.

(ii) The Bank is satisfied that in the prevailing market con-
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ditions the borrower would be unable otherwise to obtain
the loan under conditions which in the opinion of the Bank
are reasonable for the borrower. v .

(iii) A competent committee, as provided for in Article V,
Section 7, has submitted a written report recommending
the project after a careful study of the merits of the pro-
posal. :

(iv)' In the opinion of the Bank the rate of interest and other
charges are reasonable and such rate, charges and the
schedule for repayment of principal are appropriate to the
project. :

(v) In making or guaranteeing a loan, the Bank shall pay
due regard to the prospects that the borrower, and, if the
borrower is not a member, that the guarantor, will be in
position to meet its obligations under the loan; and the
Bank shall act prudently in the interests both of the par-
ticular member in whose territories the project is located
and of the members as a whole.

(vi) In guaranteeing a loan made by other investors, the
Bank receives suitable compensation for its risk.

(vii) Loans made or guaranteed by the Bank shall, except
in special circumstances, be for the purpose of specific
projects of reconstruction or development.

N

Skc. 5. Use of loans guaranteed, participated in or made by
the Bank.—(a) The Bank shall impose no conditions that the
proceeds of a loan shall be spent in the territories of any par-
ticular member or members.

(b) The Bank shall make arrangements to ensure that the
proceeds of any loan are used only for the purposes for which
the loan was granted, with due attention to considerations of
economy and efficiency and without regard to political or other
non-economic influences or considerations.

(¢) Injthe case of loans made by the Bank, it shall open
an account in the name of the borrower and the amount of the
loan shall be credited to this account in the currency or cur-
rencies in which the loan is made. The borrower shall be per-
mitted by the Bank to draw on this account only to meet
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expenses in connection with the project as they are actually
incurred.

Article IV. Operations

Secrion 1. Methods of making or facilitating loans.—(a) The
Bank may make or facilitate loans which satisfy the general
conditions of Article III in any of the following ways:

(i) By making or participating in direct loans out of its own
funds corresponding to its unimpaired paid-up capital and
surplus and, subject to Section 6 of this Article, to its
reserves.

(i) By making or participating in direct loans out of funds
raised in the market of a member, or otherwise borrowed
by the Bank.

(iii) By gauranteeing in whole or in part loans made by
private investors through the usual investment channels.

(b) The Bank may borrow funds under (a) (ii) above or
guarantee loans under (a) (iii) above only with the approval
of the member in whose markets the funds are raised and the
member in whose currency the loan is denominated, and only
if those members agree that the proceeds may be exchanged for
the currency of any other member without restriction.

Sec. 2. Availability and transferability of currencies—(a)
Currencies paid into the Bank under Article II, Section 7 (i),
shall be loaned only with the approval in each case of the mem-
ber whose currency is involved; provided, however, that if
necessary, after the Bank’s subscribed capital has been entirely
called, such currencies shall, without restriction by the mem-
bers whose currencies are offered, be used or exchanged for
the currencies required to meet contractual payments of
interest, other charges or amortization on the Bank’s own bor-
rowings, or to meet the Bank’s liabilities with respect to such
contractual payments on loans guaranteed by the Bank.

(b) Currencies received by the Bank from borrowers or
guarantors in payment on account of principal of direct loans
made with currencies referred to in (a) above shall be ex-
changed for the currencies of other members or reloaned only
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with the approval in each case of the members whose currencies
are involved; provided, however, that if necessary, after the
Bank’s subscribed capital has been entirely called, such cur-
rencies shall, without restriction by the members whose curren-
cies are offered, be used or exchanged for the currencies
required to meet contractual payments of interest, other charges
or amortization on the Bank’s own borrowings, or to meet the
Bank’s liabilities with respect to such contractual payments on
loans guaranteed by the Bank.

(¢) Currencies received by the Bank from borrowers or
guarantors in payment on account of principal of direct loans
made by the Bank under Section 1 (a) (ii) of this Article, shall
be held and used, without restriction by the members, to make
amortization payments, or to anticipate payment of or repur-
chase part or all of the Bank’s own obligations.

(d) All other currencies available to the Bank, including
those raised in the market or otherwise borrowed under Section
- 1 (a) (ii) of this Article, those obtained by the sale of gold,
those received as payments of interest and other charges for
direct loans made under Sections 1 (a) (i) and (ii), and those
received as payments of commissions and other charges under
Section 1 (a) (iii), shall be used or exchanged for other cur-
rencies or gold required in the operations of the Bank without
restriction by the members whose currencies are offered.

(e) Currencies raised in the markets of members by bor-
rowers on loans guaranteed by the Bank under Section 1 (a)
(iii) of this Article, shall also be used or exchanged for other
currencies without restriction by such members.

Sec. 8. Provision of currencies for direct loans.—The fol-
lowing provisions shall apply to direct loans under Sections
1 (a) (i) and (ii) of this Article.

(a) The Bank shall furnish the borrower with such curren-
" cies of members, other than the member in whose territories
the project is located, as are needed by the borrower for ex-
penditures to be made in the territories of such other members
to carry out the purposes of the loan.

(b) The Bank may, in exceptional circumstances when local
currency required for the purposes of the loan cannot be raised
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by the borrower on reasonable terms, provide the borrower as
part of the loan with an appropriate amount of that currency.

(c) The Bank, if the project gives rise indirectly to an in-
creased need for foreign exchange by the member in whose:
territories the project is located, may in exceptional circum-
stances provide the borrower as part of the loan with an appro- |
priate amount of gold or foreign exchange not in excess of the
borrower’s local expenditure in connection with the purposes
of the loan.

(d) The Bank may, in exceptional circumstances, at the
request of a member in whose territories a portion of the loan
is spent, repurchase with gold or foreign exchange a part of
that member’s cwrency thus spent but in no case shall the part
so repurchased exceed the amount by which the expenditure
of the loan in those territories gives rise to the increased need
for foreign exchange.

Sec. 4. Payment provisions for direct loans.—~Loan contracts
under Section 1 (a) (i) or (ii) of this Article shall be made
in accordance with the following payment provisions:

(a) The terms and conditions of interest and amortization
payments, maturity and dates of payment of each loan shall be
determined by the Bank. The Bank shall also determine the
rate and any other terms and conditions of commission to be
charged in connection with such loan.

In the case of loans made under Section 1 (a) (ii) of this
Article during the first ten years of the Bank’s operations, this
rate of commission shall be not less than one percent per annum
and not greater than one and one-half percent per annum, and
shall be charged on the outstanding portion of any such loan.
At the end of this period of ten years, the rate of commission
may be reduced by the Bank with respect both to the outstand-
ing portions of loans already made and to future loans, if the
reserve accumulated by the Bank under Section 6 of this Article
and out of other earnings are considered by it sufficient to
justify a reduction. In the case of future loans the Bank shall
also have discretion to increase the rate of commission beyond
the above limit, if experience indicates that an increase is
advisable.
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(b) All loan contracts shall stipulate the currency or cur-
rencies in which payments under the contract shall be made to
the Bank. At the option of the borrower, however, such pay-
ments may be made in gold; or subject to the agreement of the
Bank, in the currency of a member other than that prescnbed
in the contract.

(i) In the case of loans made under Section 1 (a) (i) of this
Article, the loan contracts shall provide that payments to
the Bank of interest, other charges and amortization shall
be made in the currency loaned, unless the member whose
currency is loaned agrees that such payments shall be
made in some other specified currency or currencies. These
payments, subject to the provisions of Article II, Section
9 (c), shall be equivalent to the value of such contractural
payments at the time the loans were made, in terms of a
currency specified for the purpose by the Bank by a three-
fourths majority of the total voting power.

(ii) In the case of loans made under Section 1 (a) (ii) of
this Article, the total amount outstanding and payable to
the Bank in any one currency shall at no time exceed the
total amount of the outstanding borrowings made by the
Bank under Section 1 (a) (ii) and payable in the same
currency.

(¢) If a member suffers from an acute exchange stringency,
so that the service of any loan contracted by that member or
guaranteed- by it or by one of its agencies cannot be provided
in the stipulated manner, the member concerned may apply to
the Bank for a relaxation of the conditions of payments. If the
Bank is satisfied that some relaxation is in the interests of the
_ particular member and of the operations of the Bank and of
its members as a whole, it may take action under either, or
both, of the following paragraphs with respect to the whole, or
part, of the annual service:

(i) The Bank may, in its discretion, make arrangements with
the member concerned to accept service payments on the
loan in the member’s currency for periods not to exceed
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three years upon appropriate terms regarding the use of
such currency and the maintenance of its foreign exchange
value; and for the repurchase of such currency on appro-
priate terms.

(ii) The Bank may modify the terms of amortization or
extend the life of the loan, or both.

Sec. 5. Guarantees—(a) In guaranteeing a loan placed
through the usual investment channels, the Bank shall charge a
guarantee commission payable periodically on the amount of
the loan outstanding at a rate determined by the Bank. During
the first ten years of the Bank’s operations, this rate shall be not
less than one percent per annum and not greater than one and
one-half percent per annum. At the end of this period of ten
years, the rate of commission may be reduced by the Bank
with respect both to the outstanding portions of loans already
guaranteed and to future loans if the reserves accumulated by
the Bank under Section 6 of this Article and out of other
earnings are considered by it sufficient to justify a reduction. In
the case of future loans the Bank shall also have discretion to
increase the rate of commission beyond the above limit, if
experience indicates that an increase is advisable.

(b) Guarantee commissions shall be paid directly to the
Bank by the borrower.

(¢) Guarantees by the Bank shall provide that the Bank may
terminate its liability with respect to interest if, upon default
by the borrower and by the guarantor, if any, the Bank offers
to purchase, at par and interest accrued to a date designated
in the offer, the bonds or other obligations guaranteed.

(d) The Bank shall have power to determine any other terms
and conditions of the guarantee.

Sec. 6. Special reserve.~The amount of commissions received
by the Bank under Sections 4 and 5 of this Article shall be set
aside as a special reserve, which shall be kept available for
meeting liabilities of the Bank in accordance with Section 7 of
this Article. The special reserve shall be held in such liquid
form, permitted under this Agreement, as the Executive Di-
rectors may decide.
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Skc. 7. Methods of meeting liabilities of the Bank in case of
defaults.~In cases of default on loans made, participated in,
or guaranteed by the Bank: v :

(6) The Bank shall make such arrangements as may be
feasible to adjust the obligations under the loans, including
arrangements under or analogous to those provided in Section
4 (c) of this Article.

(b) The payments in discharge of the Bank’s liabilities on
borrowings or guarantees under Section 1 (a) (ii) and (iii) of
this Article shall be charged:

(i) first, against the special reserve provided in Section 6 of
this Article;

(ii) then, to the extent necessary and at the discretion of the
Bank, against the other reserves, surplus and capital avail-
able to the Bank.

(c) Whenever necessary to meet contractual payments of
interest, other charges or amortization on the Bank’s own bor-
rowings, or to meet the Bank’s liabilities with respect to similar
payments on loans guaranteed by it, the Bank may call an
appropriate amount of the unpaid subscriptions of members
in accordance with Article IT, Sections 5 and 7. Moreover, if it
believes that a default may be of long duration, the Bank may
call an additional amount of such unpaid subscriptions not to
exceed in any one year one percent of the total subscriptions
of the members for the following purposes:

(i) To redeem prior to maturity, or otherwise discharge its
liability on, all or part of the outstanding principal of any
loan guaranteed by it in respect of which the debtor is in
default. ,

(ii). To repurchase, or otherwise discharge its liability on,
all or part of its own outstanding borrowings.

Sec. 8. Miscellaneous operations.—In addition to the opera-
tions specified elsewhere in this Agreement, the Bank shall have
the power: ‘

(i) To buy and sell securities it has issued and to buy and

sell securities which it has guaranteed or in which it has
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invested, provided that the Bank shall obtain the approval
of the member in whose territories the securities are to be
bought or sold. :

(ii) To guarantee securities in which it has mvested for the
purpose of facilitating their sale.

(iii) To borrow the currency of any member with the ap-
proval of that member.

(iv) Tobuy and sell such other securities as the Directors by
a three-fourths majority of the total voting power may
deem proper for the investment of all or part of the special
reserve under Section 6 of this Article.

In exercising the powers conferred by this Section, the Bank
may deal with any person, partnership, association, corporation
or other legal entity in the territories of any member.

Skc. 9. Warning to be placed on securities.~Every security
guaranteed or issued by the Bank shall bear on its face 2 con-
spicuous statement to the effect that it is not an obligation of

" any government unless expressly stated on the security.

Skc. 10. Political activity prohibited.—The Bank and its offi-
cers shall not interfere in the political affairs of any member;
nor shall they be influenced in their decisions by the political
character of the member or members concerned. Only eco-
nomic considerations shall be relevant to their decisions, and
these considerations shall be weighed impartially in order to
achieve the purposes stated in Article I.

Article V. Organization and Management

Section 1. Structure of the Bank.—The Bank shall have a
Board of Governors, Executive Directors, a President and such
other officers and staff to perform such duties as the Bank may
determine.

Sec. 2. Board of Governors.—(a) All the powers of the Bank
shall be vested in the Board of Governors consisting of one
governor and one alternate appointed by each member in such
manner as it may determine. Each governor and each alternate
shall serve for five years, subject to the pleasure of the member
appointing him, and may be reappointed. No alternate may
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vote except in the absence of his principal. The Board shall
select one of the governors as Chairman. .

(b) The Board of Governors may delegate to the Executive
Directors authority to exercise any powers of the Board, except
the power to:

(i) Admit new members and determine the conditions of .
their admission; '

(i) Increase or decrease the capital stock;

(iii) Suspend a member;

(iv) Decide appeals from interpretations of this Agree-
ment given by the Executive Directors;

(v) Make arrangements to cooperate with other interna-
tional organizations (other than informal arrangements of
a temporary and administrative character);

(vi) Decide to suspend permanently the operations of the
Bank and to distribute its assets;

(vii) Determine the distribution of the net income of the
Bank. -

(¢) The Board of Governors shall hold an annual-meeting
and such other meetings as may be provided for by the Board
or called by the Executive Directors. Meetings of the Board
shall be called by the Directors whenever requested by five
members or by members having one-quarter of the total voting
power.

(d) A quorum for any meeting of the Board of Governors
shall be a majority of the Governors, exercising not less than
two-thirds of the total voting power.

(e) The Board of Governors may by regulation establish a
procedure whereby the Executive Directors, when they deem
such action to be in the best interests of the Bank, may obtain
a vote of the Governors on a specific question without calling
a meeting of the Board.

(f) The Board of Governors, and the Executive Directors
to the extent authorized, may adopt such rules and regulations
as may be necessary or appropriate to conduct the business of
the Bank.

(g) Governors and alternates shall serve as such without
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compensation from the Bank, but the Bank shall pay them
reasonable expenses incurred in attending meetings.

(h) The Board of Governors shall determine the remunera-
tion to be paid to the Executive Directors and the salary and
terms of the contract of service of the President.

Skc. 8. Voting—(a) Each member shall have two hundred
fifty votes plus one additional vote for each share of stock held.

(b) Except as otherwise specifically provided, all matters
before the Bank shall be decided by a majority of the votes
cast. »

Sec. 4. Executive Directors.—(a) The Executive Directors
shall be responsible for the conduct of the general operations
of the Bank, and for this purpose, shall exercise all the powers
delegated to them by the Board of Governors.

(b) There shall be twelve Executive Directors, who need
not be governors, and of whom:

(i) five shall be appointed, one by each of the five members
having the largest number of shares;

(i) seven shall be elected according to Schedule B by all the
Governors other than those appointed by the five members
referred to in (i) above.

For the purpose of this paragraph, “members” means govern-
ments of countries whose names are set forth in Schedule A,
whether they are original members or become members in
accordance with Article II, Section 1 (b). When governments
of other countries become members, the Board of Governors
may, by a four-fifths majority of the total voting power, increase
the total number of directors by increasing the number of
directors to be elected.

Executive directors shall be appointed or elected every two
years.

(¢) Each executive director shall appoint 4n alternate with
full power to act for him when he is not present. When the
executive directors appointing them are present, alternates may
participate in meetings but shall not vote.

(d) Directors shall continue in office until their successors
are appointed or elected. If the office of an elected director
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becomes vacant more than ninety days before the end of his
term, another director shall be elected for the remainder of the
term by the governors who elected the former director, A ma-
jority of the votes cast shall be required for election. While the
“office remains vacant; the alternate of the former director shall
exercise his powers, except that of appointing an alternate.

(e) The Executive Directors shall function in continuous
session at the principal office of the Bank and shall meet as
often as the business of the Bank may require.

(f) A quorum for any meeting of the Executive Directors
shall be a majority of the Directors, exercising not less than
one-half of the total voting power.

(g) Each appointed director shall be entitled to cast the
number of votes allotted under Section 3 of this Article to the
member appointing him. Each elected director shall be entitled
to cast the number of votes which counted toward his election.
All the votes which a director is entitled to cast shall be cast as
a unit.

(h) The Board of Governors shall adopt regulations under
which a member not entitled to appoint a director under (b)
above may send a representative to attend any meeting of the
Executive Directors when a request made by, or a matter par-
ticularly affecting, that member is under consideration.

(%) The Executive Directors may appoint such committees
as they deem advisable. Membership of such committees need
not be limited to governors or directors or their alternates.

Sec. 5. President and staff—(a) The Executive Directors
shall select a President who shall not be a governor or an execu-
tive director or an alternate for either. The President shall be
Chairman of the Executive Directors, but shall have no vote
except a deciding vote in case of an equal division. He may
- participate in meetings of the Board of Governors, but shall
not vote at such meetings. The President shall cease to hold
office when the Executive Directors so decide.

(b) The President shall be chief of the operating staff of the
Bank and shall conduct, under the direction of the Executive
Directors, the ordinary business of the Bank. Subject to the
general control of the Executive Directors, he shall be respon-
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sible for the organization, appointment and dismissal of the
officers and staff.

(¢c) The President, officers and staff of the Bank, in the dis-
charge of their offices, owe their duty entirely to the Bank and
to no other authority. Each member of the Bank shall respect
the international character of this duty and shall refrain from
all attempts to influence any of them in the discharge of their

- duties.

(d) In appomtmg the officers and staff the President shall,
subject to the paramount importance of securing the highest
standards of efficiency and of technical competence, pay due
regard to the importance of recruiting personnel on as wide
a geographical basis as possible.

Skc. 6. Advisory Council.—(a) There shall be an Advisory
Council of not less than seven persons selected by the Board
of Governors including representatives of banking, commercial,
industrial, labor, and agricultural interests, and with as wide a
national representation as possible. In those fields where spe-
cialized international organizations exist, the members of the
Council representative of those fields shall be selected in agree-
ment with such organizations. The Council shall advise the
Bank on matters of general policy. The Council shall meet
annually and on such other occasions as the Bank may request.

(b) Councillors shall serve for two years and may be re-
appointed. They shall be paid their reasonable expenses in-
curred on behalf of the Bank.

Sec. 7. Loan committees.—~The committees required to report
on loans under Article III, Section 4, shall be appointed by the
Bank. Each such committee shall include an expert selected by
the Governor representing the member in whose territories the
project is located and one or more members of the technical
staff of the Bank.

Sec. 8. Relationship to other international organizations.—
(a) The Bank, within the terms of this Agreement, shall co-
operate with any general international organization and with
public international organizations having specialized responsi-
bilities in related fields. Any arrangements for such cooperation
which would involve a modification of any provision of this
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Agreement may be effected only after amendment to this
Agreement under Article VIIL. .

(b) In making decisions on applications for loans or guar-
antees relating to matters directly within the competence of
any international organization of the types specified in the
preceding paragraph and participated in primarily by mem-
- bers of the Bank, the Bank shall give consideration to the views
and recommendations of such organization.

Skc. 9. Location of offices.—(a) The principal office of the
Bank shall be located in the terntory of the member holding the
greatest number of shares.

(b) The Bank may establish agencies or branch offices in
the territories of any member of the Bank.

Skc. 10. Regional offices and councils.—~(a) The Bank may
establish regional offices and determine the location of, and the
areas to be covered by, each regional office.

(b) Each regional office shall be advised by a regional coun-
cil representative of the entire area and selected in such manner
as the Bank may decide.

Skc. 11. Depositories.—(a) Each member shall designate its
central bank as a depository for all the Bank’s holdings of its
currency or, if it has no central bank, it shall designate such
other institution as may be acceptable to the Bank.

(b) The Bank may hold other assets, including gold, in de-
positories designated by the five members having the largest
number of shares and in such other designated depositories as
the Bank may select. Initially, at least one-half of the gold
holdings of the Bank shall be held in the depository designated
~ by the member in whose territory the Bank has its principal
office, and at least forty percent shall be held in the depositories
designated by the remaining four members referred to above,
each of such depositories to hold, initially, not less than the
amount of gold paid on the shares of the member designating it.
However, all transfers of gold by the Bank shall be made with
due regard to the costs of transport and anticipated require-
ments of the Bank. In an emergency the Executive Directors
may transfer all or any part of the Bank’s gold holdings to any
place where they can be adequately protected.
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Sec. 12. Form of holding of currency.~The Bank shall ac-
cept from any member, in place of any part of the member’s
currency, paid in to the Bank under Article II, Section 7 (i),
. or to meet amortization payments on loans made with such cur-
rency, and not needed by the Bank in its operations, notes or
similar obligations issued by the Government of the member or
the depository designated by such member, which shall be
non-negotiable, non-interest-bearing and payable at their par
value on demand by credit to the account of the Bank in the
designated depository. '

Skc. 13. Publication of reports and provision of information.—
(a) The Bank shall publish an annual report containing an
audited statement of its accounts and shall circulate to mem-
bers at intervals of three months or less a summary statement
of its financial position and a profit and loss statement showing
the results of its operations.

(b) The Bank may publish such other reports as it deems
desirable to carry out its purposes.

(¢) Copies of all reports, statements and publications made
under this section shall be distributed to members.

Sec. 14. Allocation of net income.~(a) The Board of Gov-
ernors shall determine annually what part of the Bank’s net
income, after making provision for reserves, shall be allocated
to surplus and what part, if any, shall be distributed.

(b) 1f any part is distributed, up to two percent non-cumu-
lative shall be paid, as a first charge against the distribution for
any year, to each member on the basis of the average amount
of the loans outstanding during the year made under Article
1V, Section 1 (a) (i), out of currency corresponding to its
subscription, If two percent is paid as a first charge, any balance
remaining to be distributed shall be paid to all members in
proportion to their shares. Payments to each member shall be
made in its own currency, or if that currency is not available
in other currency acceptable to the member. If such payments
are made in currencies other than the member’s own currency,
the transfer of the currency and its use by the receiving mem-
ber after payment shall be without restriction by the members.
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Article VI. Withdrawal and Suspension of Membership:
Suspension of Operations

Section 1. Right of members to withdraw.—Any member
may withdraw from the Bank at any time by transmitting a
notice in writing to the Bank and its principal office. With-
drawal shall become effective on the date such notice is re-
ceived.

Skc 2. Suspension of membership.~If a member fails to fulfill
any of its obligations to the Bank, the Bank may suspend its
membership by decision of a majority of the Governors, exer-
cising a majority of the total voting power. The member so
suspended shall automatically cease to be a member one year
from the date of its suspension unless a decision is taken by the
same majority to restore the member to good standing.

While under suspension, a member shall not be entitled to
exercise any rights under this Agreement, except the right of
withdrawal, but shall remain subject to all obligations.

Sec. 3. Cessation of membership in International Monetary
Fund —Any member which ceases to be a member of the Inter-
national Monetary Fund shall automatically cease after three
months to be a member of the Bank unless the Bank by three-
fourths of the total voting power has agreed to allow it to re-
main a member.

Skc. 4. Settlement of accounts with governments ceasing to
- be members.—(a) When a government ceases to be a member,
it shall remain liable for its direct obligations to the Bank and
for its contingent liabilities to the Bank so long as any part of
the loans or guarantees contracted before it ceased to be a
member are outstanding; but it shall cease to incur liabilities
with respect to loans and guarantees entered into thereafter by
the Bank and to share either in the income or the expenses of
the Bank.

(b) At the time a government ceases to be a member, the
Bank shall arrange for the repurchase of its shares as a part of
the settlement of accounts with such government in accordance
with the provisions of (¢) and (d) below. For this purpose the
repurchase price of the shares shall be the value shown by the
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books of the Bank on the day the government ceases to be a
member.

(¢) The payment for shares repurchased by the Bank under
this section shall be governed by the following conditions:

(i) Any amount due to the government for its shares shall
be withheld so long as the government, its central bank
or any of its agencies remains liable, as borrower or guar-
antor, to the Bank-and such amount may, at the option of
the bank, be applied on any such liability as it matures.
No amount shall be withheld on account of the liability
of the government resulting from its subscription for shares
under Article II, Section 5 (ii). In any event, no amount
due to a member for its shares shall be paid until six
months after the date upon which the government ceases
to be 2 member.

(ii) Payments for shares may be made from time to time,
upon their surrender by the government, to the extent by
which the amount due as the repurchase price in (b)
above exceeds the aggregate of liabilities on loans and

* guarantees in (c) (i) above until the former member has
received the full repurchase price. ,

(iii) Payments shall be made in the currency of the country
receiving payment or at the option of the Bank in gold.

(iv) If losses are sustained by the Bank on any guarantees,
participations in loans, or loans which were outstanding on
the date when the government ceased to be a member, and
the amount of such losses exceeds the amount of the re-
serve provided against losses on the date when the govern-
ment ceased to be a member, such government shall be
obligated to repay upon demand the amount by which the
repurchase price of its shares would have been reduced, if
the losses had been taken into account when the repur-
chase price was determined. In addition, the former mem-
ber government shall remain liable on any call for unpaid
subscriptions under Article II, Section 5 (ii), to the extent
that it would have been required to respond if the impair-
ment of capital had occurred and the call had been made
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at the time the repurchase price of its shares was deter-
mined.

(d) If the Bank suspends permanently its operations under
Section 5 (b) of this Article, within six months of the date upon
which any government ceases to be a member, all rights of
such government shall be determined by the provisions of Sec-
tion 5 of the Article.

SEc. 5. Suspension of operations and settlement of obliga-
tions.—(a) In an emergency the Executive Directors may sus-
pend temporarily .operations in respect of new loans and
guarantees pending an opportunity for further consideration
and action by the Board of Governors.

(b) The Bank may suspend permanently its operations in
respect of new loans and guarantees by vote of a majority of
the Governors, exercising a majority of the total voting power.
After such suspension of operations the Bank shall forthwith
cease all activities, except those incident to the orderly realiza-
tion, conservation, and preservation of its assets and settlement
of its obligations.

(c) The liability of all members for uncalled subscr1pt10ns
to the capital stock of the Bank and in respect of the deprecia-
tion of their own currencies shall continue until all claims of
creditors, including all c0nt1ngent claims, shall have been dis-
charged.

(d) All creditors holding direct claims shall be pald out of
the assets of the Bank, and then out of payments to the Bank on
calls on unpaid subscriptions. Before making any payments to
creditors holding direct claims, the Executive Directors shall
make such arrangements as are necessary, in their judgment, to
insure a distribution to holders of contingent claims ratably
with creditors holding direct claims.

(e) No distribution shall be made to members on account
" of their subscriptions to the capital stock of the Bank until

(i) all liabilities to creditors have been dlscharged or pro-
vided for, and

(ii) a majority of the Governors, exercising a majority of the
total voting power, have decided to make a distribution.

(f) After a decision to make a distribution has been taken
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under () above, the Executive Directors may by a two-thirds
majority vote make successive distributions of the assets of the
Bank to members until all of the assets have been distributed.
This distribution shall be subject to the prior settlement of all
outstanding claims of the Bank against each member.

(g) Before any distribution of assets is made, the Executive
Directors shall fix the proportionate share of each member ac-
cording to the ratio of its shareholding to the total outstanding
shares of the Bank.

(h) The Executive Directors shall value the assets to be dis-
tributed as at the date of distribution and then proceed to dis-
tribute in the following manner:

(i) There shall be paid to each member in its own obliga-
tions or those of its official agencies or legal entities within
its territories, insofar as they are available for distribution,
an amount equivalent in value to its proportionate share of
the total amount to be distributed.

(ii) Any balance due to a member after payment has been
made under (i) above shall be paid, in its own currency,
insofar as it is held by the Bank, up to an amount equiva-
lent in value to such balance.

(iii) Any balance due to a member after payment has been
made under (i) and (ii) above shall be paid in gold or
currency acceptable to the member, insofar as they are
held by the Bank, up to an amount equivalent in value to
such balance.

(iv) Any remaining assets held by the Bank after payments
have been made to members under (i), (ii), and (iii)
above shall be distributed pro rata among the members.

(1) Any member receiving assets distributed by the Bank

in accordance with (h) above, shall enjoy the same rights with
respect to such assets as the Bank enjoyed prior to their dis-
tribution.

Article VIL Status, Immunities, and Privileges
Secrion 1. Purpose of Article.—To enable the Bank to fulfill
the functions with which it is entrusted, the status, immunities
and privileges set forth in this Article shall be accorded to the
Bank in the territories of each member.
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SEC. 2. Status of the Bank.—The Bank shall possess full ju-
ridical personality, and, in particular, the capacity:

(i) to contract; ‘

(ii) to acquire and dispose’ of immovable and movable
property;

(iii) to institute legal proceedings.

SEc. 3. Position of the Bank with regard to judicial process.—
Actions may be brought against the Bank only in a court of
competent jurisdiction in the territories of a member in which
the Bank has an office, has appointed an agent for the purpose
of accepting service or notice of process, or has issued or guar-
anteed securities. No actions shall, however, be brought by
members or persons acting for or deriving claims from mem-
bers. The property and assets of the Bank shall, wheresoever
located and by whomsoever held, be immune from all forms of
seizure, attachment or execution before the delivery of final
judgment against the Bank.

Skc. 4. Immunity of assets from seizure.~Property and assets
of the Bank, wherever located and by whomsoever held, shall
be immune from search, requisition, confiscation, expropriation
or any other form of seizure by executive or legislative action.

Sec. 5. Immunity of archives.—The archives of the Bank
shall be inviolable.

Sec. 6. Freedom of assets from restrictions.—To the extent
necessary to carry out the operations provided for in this
Agreement and subject to the provisions of this Agreement, all
property and assets of the Bank shall be free from any restric-
tions, regulations, controls and moratoria of any nature.

Skc. 7. Privilege for communications—The official communi-
cations of the Bank shall be accorded by each member the
same treatment that it accords to the official communications
of other members.

Skc. 8. Immaunities and privileges of officers and employees.—
All governors, executive directors, alternates, officers and em-

ployees of the Bank
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(i) shall be immune from legal process with respect to acts
performed by them in their official capacity except when
the Bank waives this immunity;

(ii) not being local nationals, shall be accorded the same
immunities from immigration restrictions, alien registration
requirements and national service obligations and the same
facilities as regards exchange restrictions as are accorded

“by members to the representatives, officials, and employees
of comparable rank of other members;

(iii) shall be granted the same treatment in respect of trav-
elling facilities as is accorded by members to representa-
tives, officials and employees of comparable rank of other
members.

Skc. 9. Immunities from taxation.—(a) The Bank, its assets,
property, income and its operatjons and transactions authorized
by this Agreement, shall be immune from all taxation and from
all customs duties. The Bank shall also be immune from liability -
for the collection or payment of any tax or duty.

(b) No tax shall be levied on or in respect of salaries and
emoluments paid by the Bank to executive directors, alternates,
officials or employees of the Bank who are not local citizens,
local subjects, or other local nationals.

(c) No taxation of any kind shall be levied on any obligation
or security issued by the Bank (including any dividend or inter-
est thereon) by whomsocver held

(i) which discriminates against such obligation or security
solely because it is issued by the Bank; or

(ii) if the sole ]'urisdictional basis for such taxation is the .
place of currency in which it is issued, made payable or

paid, or the location of any office or place of busmess main-
tained by the Bank.

(d) No taxation of any kind shall be levied on any obligation
or security guaranteed by the Bank (including any dividend or
interest thereon) by whomsoever held

(i) which discriminates against such obligation or security

solely because it is guaranteed by the bank; or
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(i) if the sole jurisdictional basis for such taxation is the
location of any office or place of business maintained by

the Bank,

Skc. 10. Application of Article~Each member shall take such
action as is necessary in its own territories for the purpose of
making effective in terms of its own law the principles set forth
in this"Article and shall inform the Bank of the detailed action
which it has taken.

Article VIII. Amendments

(a) Any proposal to introduce modifications in this Agree-
ment, whether emanating from a member, a governor or the
Executive Directors, shall be communicated to the Chairman of
the Board of Governors who shall bring the proposal before
the Board. If the proposed amendment is appproved by the
Board the Bank shall, by circular letter or telegram, ask all
members whether they accept the proposed amendment. When
three-fifths of the members, having four-fifths of the total voting
power, have accepted the proposed amendment, the Bank shall
certify the fact by a formal communication addressed to all
members. : _

(b) Notwithstanding (@) above, acceptance by all members
is required in the case of any amendment modifying

(i) the right to withdraw from the Bank provided in Article
VI, Section 1; .

(ii) the right secured by Article II, Section 8 (c); ~

(iii) the limitation on liability provided in Article II, Sec-
tion 6.

(c) Amendments shall enter into force for all members three
months after the date of the formal communication unless a
shorter period is specified in the circular letter or telegram.

Article IX. Interprétation

(@) Any question of interpretation of the provisions of this
Agreement arising between any member and the Bank or be-
tween any members of the Bank shall be submitted to the
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Executive Directors for their decision. If the question particu-
larly affects any member not entitled to appoint an executive
director, it shall be entitled to representation in accordance
with Article V, Section 4 (k). :

(b) In any case where the Executive Directors have given a
decision under (a) above, any member may require that the
question be referred to the Board of Governors, whose decision
shall be final. Pending the result of the reference to the Board,
the Bank may, so far as it deems necessary, act on the basis of
the decision of the Executive Directors. :

(¢) Whenever a disagreement arises between the Bank and
a country which has ceased to be a member, or between the
Bank and any member during the permanent suspension of the
Bank, such disagreement shall be submitted to arbitration by
a tribunal of three arbitrators, one appointed by the Bank, an-
other by the country involved and an umpire who, unless the
parties otherwise agree, shall be appointed by the President of
the Permanent Court of International Justice or such other
authority as may have been prescribed by regulation adopted
by the Bank. The umpire shall have full power to settle all ques-
tions of procedure in any case where the parties are in dis-
agreement with respect thereto.

Article X, Approval Deemed Given

Whenever the approval of any member is required before
any act may be done by the Bank, except in Article VIII, ap-
proval shall be deemed to have been given unless the member
presents an objection within such reasonable period as the Bank
may fix in notifying the member of the proposed act.

Article XI. Final Provisions

Secrion 1. Entry into force.—This Agreement shall enter into
force when it has been signed on behalf of governments whose
minimum subscriptions comprise not less than sixty-five percent
of the total subscriptions set forth in Schedule A and when the
instruments referred to in Section 2 (g) of ‘this Article have
been deposited on their behalf, but in no event shall this Agree-
ment enter into force before May 1, 1945,
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Sec. 2. Signature—(a) Each government on whose behalf
this Agreement is signed shall deposit with the Government
of the United States of America an instrument setting forth
that it has accepted this Agreement in accordance with its
law and has taken all steps necessary to enable it to carry out
all of its obligations under this Agreement.

(b) Each government shall become a member of the Bank
as from the date of the deposit on its behalf of the instrument
referred to in (a) above, except that no government shall be-
come a member before this Agreement enters into force under
Section 1 of this Article.

(¢) The Government of the United States of America shall
inform the governments of all countries whose names are set
forth in Schedule A, and all governments whose membership
is approved in accordance with Article II, Section 1 (b), of all
signatures of this Agreement and of the deposit of all instru-
ments referred to in (a) above.

(d) At the time this Agreement is signed on its behalf, each
government shall transmit to the Government of the United
States of America one one-hundredth of one percent of the
price of each share in gold or United States dollars for the
purpose of meeting administrative expenses of the Bank. This
payment shall be credited on account of the payment to be
made in accordance with Article II, Section 8 (a). The Govern-
ment of the United States of America shall hold such funds in
a special deposit account and shall transmit them to the Board
of Governors of the Bank when the initial meeting has been
called under Section 3 of this Article. If this Agreement has not
come into force by December 31, 1945, the Government of the
United States of America shall return such funds to the govern-
ments that transmitted them.

(e) This Agreement shall remain open for signature at
Washington on behalf of the governments of the countries
whose names are set forth in Schedule A until December 31,
1945.

(f) After December 81, 1945, this Agreement shall be open
for signature on behalf of the government of any country whose
membership has been approved in accordance with Article II,
Section 1 (b).

'
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(g) By their signature of this Agreement, all governments
accept it both on their own behalf and in respect of all their
colonies, overseas territories, all territories under their protec-
tion, suzerainty, or authority and all territories in respect of
which they exercised a mandate.

(k) In the case of governments whose metropolitan terri-
tories have been under enemy occupation, the deposit of the
instrument referred to in (a) above may be delayed until one
hundred and eighty days after the date on which these terri-
tories have been liberated. If, however, it is not deposited by
any such government before the expiration of this period, the
signature affixed on behalf of that government shall become
void and the portion of its subscription paid under (d) above
shall be returned to it.

() Paragraphs (d) and (h) shall come into force with re-
gard to each signatory government as from the date of its
signature, _

Sec. 8. Inauguration of the Bank.—(a) As soon as this Agree-
ment enters into force under Section 1 of this Article, each
member shall appoint a governor and the member to whom
the largest number of shares is allocated in Schedule A shall
call the first meeting of the Board of Governors.

(b) At the first meeting of the Board of Governors, arrange-
ments shall be made for the selection of provisional executive
directors. The governments of the five countries, to which the
largest number of shares are allocated in Schedule A, shall ap-
point provisional executive directors. If one or more of such
governments have not become members, the executive director-
ships which they would be entitled to fill shall remain vacant
until they become members, or until January 1, 1946, whichever
is the earlier. Seven provisional executive directors shall be
elected in accordance with the provisions of Schedule B and
shall remain in office until the date of the first regular election
of executive directors which shall be held as soon as practicable
after January 1, 1946.

(c) The Board of Governors may delegate to the provisional
executive directors any powers except those which may not be
delegated to the Executive Directors.
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(d) The Bank shall notify members when it is ready to
commence operations. :

Done at Washington, in a single copy which shall remain
deposited in the archives of the Government of the United
States of America, which shall transmit certified copies to all
governments whose names are set forth in Schedule A and to
all governments whose membership is approved in accordance
with Article II, Section 1 (b).

Schedule A. Subscriptions
(Millions of dollars)

Australia 200  Iran p
Belgium 225  Iraq 6
Bolivia 7  Liberia 5
Brazil 105  Luxembourg 10
Canada 325 - Mexico 65
Chile 85  Netherlands 275
China 60 New Zealand 50
Colombia .85 Nicaragua : 8
Costa Rica 2  Norway 50
Cuba 35  Papama 2
Czechoslovakia 125  Paraguay 8
Denmark (*) Peru 17.5
Dominican Republic 9 Philippine Common-
Ecuador 3.2 wealth 15
Egypt 40 Poland 125
El Salvador 1  Union of South Africa 100
Ethiopia 8  Union of Soviet So-
France 450 cialist Republics 1,200
Greece 95  United Kingdom 1,300
Guatemala 9 United States 8,175
Haiti 2 Uruguay 10.5
Honduras 1  Venezuela 10.5
Iceland 1 Yugoslavia 40
India 400 ,

Total . 9,100

1. The subscription of Denmark shall be determined by the Bank after
- Denmark accepts membership in accordance with these Articles of Agree-
ment,
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Schedule B. Election of Executi\)e Directors

1. The election of the elective executive directors shall be
by ballot of the Governors eligible to vote under Article V,
Section 4 (b).

2. In balloting for the elective executive directors, each
governor eligible to vote shall cast for one person all of the
votes to which the member appointing him is entitled under
Section 3 of Article V. The seven persons receiving the greatest
number of votes shall be executive directors, except that no
person who receives less than fourteen percent of the total of
the votes which can be cast (eligible votes) shall be considered
elected.

8. When seven persons are not elected on the first ballot,
a second ballot shall be held in which the person who received
the lowest number of votes shall be ineligible for election and
in which there shall vote only (a) those governors who voted in
the first ballot for a person not elected and (b) those governors
whose votes for a person elected are deemed under 4 below to
have raised the votes cast for that person above fifteen percent
of the eligible votes.

4. In determining whether the votes cast by a governor are
to be deemed to have raised the total of any person above fif-
teen percent of the eligible votes, the fifteen percent shall be
deemed to include first, the votes of the governor casting the
largest number of votes for such person, then the votes of the
governor casting the next largest number, and so on until
fifteen percent is reached.

3. Any governor, part of whose votes must be counted in
order to raise the total of any person above fourteen percent,
shall be considered as casting all of his votes for such person
even if the total votes for such person thereby exceed fifteen
percent.

6. If, after the second ballot, seven persons have not been
elected, further ballot shall be held on the same principles until
seven persons have been elected, provided that after six persons
are elected, the seventh may be elected by a simple majority
of the remaining votes and shall be deemed to have been elected

by all such votes.
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COUNTRIES REPRESENTED AND CHAIRMEN OF DELEGATIONS

AvstraLia.—Leslie G. Melville, Economic Adviser to the Com-
monwealth Bank of Australia.

Brrcrom.—Camille Gutt, Minister of Finance and Economic
Affairs.

Borrvia.—Rene Ballivian, Financial Counselor, Bolivian Em-
bassy, Washington.

Brazi..—Arthur de Souza Costa, Minister of Finance.

Canapa.~]. L. Ilsley, Minister of Finance.

- CumLE.—Luis Alamos Barros, Director, Central Bank of Chile.

Cuma.~Hsiang-Hsi Kung, Vice President of Executive Yuan
and concurrently Minister of Finance; Governor of the
Central Bank of China.

Covrompia.—Carlos Lleras Restrepo, former Minister of Finance
and Comptroller General.

Costa Rica.—Francisco de P. Gutierrez Ross, Ambassador to
the United States; former Minister of Finance and Com-
merce. . :

Cusa—~E. I. Montoulieu, Minister of Finance.

CzecnosLovakia—Ladislav Feierabend, Minister of Finance.

DomiNicaN RepusLic.—Anselmo Copello, Ambassador to the
United States. ‘

Ecuapor.—Esteban F. Carbo, Financial Counselor, Ecuadoran
Embassy, Washington.

Ecyer.—Sany Lackany Bey.

Ex SaLvapor.—Agustin Alfaro Moran.

Ermoria.~Blatta Ephrem Tewelde Medhen, Minister to the
United States. 7

Frenca DeLEcATION.~Pierre Mendes-France, Commissioner of
Finance. ‘

Grerce—Kyriakos Varvaressos, Governor of the Bank of
Greece; Ambassador Extraordinary for Economic and
Financial Matters.

Guatemara.—Manuel Noriega Morales.
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Harri—Andre Liautaud, Ambassador to the United States.
Honpuras.~Julian R. Caceres, Ambassador to the United States.

Iceanp.—Magnus Sigurdsson, Manager, National Bank of Ice-
land.

Inp1a.—Sir Jeremy Raisman, Member for Finance, Government -
of India.

Irnan.—Abol Hassan Ebteha], Governor of National Bank of
Iran.

IraQ.~Ibrahim Kamal, Senator and former Minister of Finance.

Leria,~William E. Dennis, Secretary of the Treasury.

Lvxemsourc.~Hugues Le Gallais, Minister to the United
States.

Mexico.~Eduardo Suarez, Minister of Finance.

Neruerranos.—]. W. Beyen, Financial Adviser to the Nether- °
lands Government.

NEw ZEALAND.~Walter N ash, Minister of Finance; Minister to
the United States.

Nicaracua.~Guillermo Sevilla Sacasa, Ambassador to the
United States.

Norway.—Wilhelm Keilhau, Director, Bank of Norway, p. t.,
London.

Panama.~Guillermo Arango, President, Investors Service Cor-
poration of Panama.

Paracuay.~Celso R. Velazquez, Ambassador to the United
States.

Perv.—Pedro Beltran, Ambassador-designate to the United
States.

Parreeive CommoNwEALTH.~Colonel Andres Soriano, Secre-
tary of Finance.

Poranp.—Ludwik Grosfeld, Minister of Finance.

UntoN o SoutH Arrica.~S, F. N. Gie, Minister to the United
States.

Union oF Sovier SociaList RepusLics.—M. S. Stepanov, Deputy
People’s Commissar of Foreign Trade.
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Unrrep KivepoM.—Lord Keynes.

Unrrep States oF AMERiCA.~Henry Morgenthau, Jr., Secretary
of the Treasury.

Urucuav.—Mario Le Gamma Acevedo, Expert, Minisiry of
Finance.

Venezuera.—~Rodolfo Rojas, Minister of the Treasury.

Yucosr.avia.~Vladimir Rybar, Counselor of the Yugoslav Em-
bassy, Washington.
Henrik de Kauffmann, Danish Minister to the United
States, in his personal capacity.

UNITED STATES DELEGATES

Hexry MoreENTHAUY, J1., Secretary of the Treasury—Chairman.

Frep M. VinsoN, Director, Office of Economic Stabilization—
Vice Chairman.

Dran AcHEsoN, Assistant Secretary of State.
Epwarp E. Brown, President, First National Bank of Chicago.

Leo T. CrowLeY, Administrator, Foreign Economic Adminis-
tration.

Marrver S. Eccues, Chairman, Board of Governors of the
Federal Reserve System.

MasEL NEWwcoOMER, Professor of Economics, Vassar College.

Brent SeENcE, House of Representatives; Chairman, Commit-
tee on Banking and Currency.

Cuarces W, Tosey, United States Senate; Member, Committee
on Banking and Currency.

RoBert F. Wacner, United States Senate; Chairman, Com-
mittee on Banking and Currency.

Haray D, WrtE, Assistant to the Secretary of the Treasury.

Jesse P. WoLcorr, House of Representatives; Member, Com-
mittee on Banking and Currency.
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Acceleration principle, 118
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Anti-inflationary provisions, of Keynes
Plan, 112-14; of International
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Appreciation of currencies, 73, 85,
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Arbitrageurs, 13
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Artificial gold points, 124
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Bank for International Settlements
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Bank for Reconstruction and Devel-
opment, Preliminary Draft Outline,
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Bilat;ral agreements, 88, 54-55, 133,
16
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Boothby, Mr., 169
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Bretton Woods Conference, 5, 48,
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Bullion Report of 1810, 127-28

Business cycles, 118-20; and Inter-
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Canapian Plan, 4-5, 72, 86, 102, 143,
181

Capital movements, short-term, 14;
81-32, 42; capital flight, 35-36,
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Cassel, G., 165
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12-14, 52; cooperation proposed by
Macmillan Report, 28-31; aims of,
30-31; pooling of reserves, 52; ad-
vantages of, 53; interrelationships
of 54; and International Monetary
Fund, 63; cooperation proposed by
Professor Kemmerer, 154; and In-
ternational Bank for Reconstruction
and Development, 186

Charges, International Monetary
Fund, 67-68, 75 International
Clearing Union, 82, 113

Clearing Union. Se¢ International
Clearing Union

Commercial banks, 12-14, 16, 19, 52

Competitive exchange depreciation.
See Depreciation

Condliffe, J. B., 157, 163, 168

Consumption and saving, 117-19

Co-prosperity philosophy, 176

Cost structure, elasticity of, 131

Creation of international money, 60-
61, 79-81, 90, 92-93

Credit contraction, 12, 18-19, 22, 72,
108

Credit expansion, 12, 18, 22, 73, 85,
102, 107-8

Creditor countries, 8-9, 32, 44, 70-73,
84-85, 91-103; International Mone-

Fund, 70-73; International

Clearing Union, 84-85; responsibili-
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Creditor Countries (Cont'd)
ties, 91-93; criticism of treatment in

new plans, 93-96; position in new -

plans, 100-3; at full employment
equilibrivm, 102-3; right to free-
dom of domestic policies, 103-11;
obligations, 201; protected against
inflation, 201 /

Cumulative protectionism, in creditor
countries, 182; in debtor countries,
97

Currency depreciation, See Deprecia-
tion .

Current account transactions, 84, 135-
38 .

DEeBTOR countries, 32, 65-70, 83-84;
International Monetary Fund, 65-
70, 108; International Clearing
Union, 83-84, 108; when left un-
aided, 97

Deficit countries. See Debtor coun-

tries

Deflation, 15, 19-21, 25-27, 97, 101,
117, 120, 142

Depreciation, competitive, 36, 40, 57,
97, 126, 201; in England, 32, 141;
in France, 33; in United States,
83.-34; as extraordinary measure,
105, 108; International Clearing
Union, 105-6,- 122-27; in White
Plan, 106; International Monetary
Fund, 123-27

De Vegh, 1, 94-95

Dewey Resolution, 161

Disequilibrium of international pay-
ments, fundamental, 63, 66, 69, 84,
1(5)6, 123, 181, 201; temporary, 64-
6

Dollar area group, 170

Dollar, as key currency, 165

Dormestic policies, reservation of free-
dom for, 105-6, 109, 123, 201

'

Economist, The, on Britain’s war
debts, 141-42; on Russia and gold,
152-53; proposes “planned multi-
lateralism,” 176-80; criticizes Inter-
national Bank for Reconstruction
and Development, 187-88, 195

Efficiency in relation to money costs,
105

Einzig, P,, 139

Elasticity of demand, 132

INDEX

Ellis, H. §,, 172

Ellsworth, P. T., 54

Employment and international trade,
177-80

England, as world banker, 17; over-
valuation of pound sterling, 27-28;
devaluation, 32, 141; Exchange
E(t\alisation Account, 33; external
debt resulting from war, 140-42;
in role of uncovered debtor, 141;
attitude to gold, 146; as key coun-
try, 165, 167; center of gold stand-
ard, 166; as junior partner of
United States, 168; “fettered in a
straitjacket of gold,” 169; and bi-
lateralism, 180

Equilibrating mechanism, gold stand-

{

ard, 12-14; International Clearing

Union, 82-84; International Mone-
tary Fund, 64-73
Executive  Directors,
Monetary Fund, 78
Exchange control, 33-37, 47, 54, 89,
97, 130, 134-40; elimination of, 135,

202; powerful political instrument,
135; International Monetary Fund,
135-38; sustained capital outflow,
138; scarce currencies, 136-37;
transition period, 137-88; pro and
con, 138-40; use for protectionist
purposes, 139-40; contradicts pur-
se of new plans, 140; monopo-

istic possibilities, 175

Exchange depreciation. See Deprecia-
tion

Exchange rates, free, 35, 54, 106,
141; stable, 40, 42, 106, 122-27,
201; orderly pattern of, 42; Inter-
national Mone Fund, 63, 123-
87; International Clearing Union,
80, 122-27; fired, 122-23; flexible,
122-23; neutral, 126

Exchange stability. See Exchange rates

Exchange Stabilization Fund, 38

Expansion, leading to contraction,
11?; meaning of, 116-17; planned,
11

International

Frxep exchange rates, 122-23
Fleming, H., 194
Flexible exchange rates, 122-23

Flight capital movements, 35-36, 136,
142 ‘ '

Foreign exchange control. See Ex-
change control
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Foreign exchanges. See Exchange
rates

Foreign investment, 181-83

Foreign loans, 182-83

France, 33, 37, 87

Fraser, L., 143, 160, 165

Free exchanges, 35, 54, 108, 141

French Plan, 45

Fugitive funds, 136

Fuﬁ employment policies, 39-40, 43;
and gold standard, 14-15, 21, 176-
77; and International Reserve Bank,
58; in creditor countries, 102-3

Fundamental disequilibrium, 63, 66,
69, 84, 108, 123, 131, 201

GerMany, inflation, 25; reparations,
382; exchange control, 87, 141

Gold, intrinsic value of, 16, 59, 154-
55; as international wmit of ac-
count, 45, 59-60, 150; and Inter-
national Monetary Fund, 70, 78-74,
145-47, 202; distorting the Keynes-
jan scheme, 147; psychological
value, 147; and International Clear-
ing Union, 147-49; as uncontro-
versial standard, 148; conservative
defense of, 153-58; and Interna-
tional Bank for Reconstruction and
Development, 190

Gold arbitrageurs, 13

Gold bloe, 37

Gold dollar, as international unit of
account, 45, 59-60, 150

Gold exchange standard, 154, 156-57

Gold franc, 60

Gold industry, 149-51, 194

Gold inflow, and credit expansion, 13-
14; and United States, 33-34

Gold mechanism, 11-24. See Gold
standard

Gold outflow and credit contraction,
12

Gold points, 12; artificial, 129

Gold production, 149-51

Gold standard, 11-24, 54, 153-58; es-
sential conditions, 14-15; and full
employment, 14-15, 21, 176-77;
advantages, 15-16; automatic char-
acter, 16, 21, 146; deflationary bias,
19-21, 101, 105, 157, 177; an
anachronism?, 21; defects, 21-22;
before 1914, 22-23; and economic
stability, 23; and International
Monetary Fund, 75-77, 145; and
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supply of international currency,
104; contractionist tendencies, 104~
5; imposes rigid price level, 105;
submits wages to outside dictation,
105, 107; and International Clear-
ing Union, 147-49; unacceptable to
Great Britain, 199

Gold subscriptions to International
Monetary Fund, 63

Goods, internationally traded, 128,
181; domestically traded, 128-29,
181

Governors, Board of, International
Monetary Fund, 77

Graham, F. D., 125

Great Britain, See England

HaserLEr, G., 157
Hansen, A. H,, 22, 33
Hardy, C. 0., 150-51, 158
Hawtrey, R. G, 12, 18
Hilgerdt, F., 173-75
Hitler, A, 26, 37
Holdsworth, J. T., 155
Hull, C,, 10, 32, 38, 169

ILsiey, J. L., 168

Import duties. See Tariffs

Import quotas, 83
ation, in Germany, 25; hidden, 26;
relative, 26; consequence of Keynes
Plan, 98, 105-10

Initial determination of par values,
International Monetary Fund, 134

Insurance principle, applied to Cen-
tral Banks, 52

Integration of national monetary and
credit policies, 18-20, 43-44, 99,
110, 127, 202

Interest rates, 117; and gold standard,
14; during business cycle, 119

International Bank for Reconstruction
and Development, 5, 48, 100, 144;
pwrposes, 181-85; authorized capi-
tal, 185; special reserve, 185; sub-
scriptions, 185; main functions,
185; transition period, 185, 188;
limit to total amount of loans and
guarantees, 185-86; structure and
operations, 185-88; and Central
Banks, 186; as intermediary, 186;
gaid subscriptions, 186; conditions
or loans and guarantees, 187;
countercycle effect, 188; bilateral-
ism prevented, 189; relaxation of
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International Bank (Cont'd)
conditions, 189; multilateralism,

189-91; and gold, 190; domestic -

loans excluded, 190; spreading of
risks, 191-93; prevention of losses,
192; protection of members, 193;
built on sand?, 194-96; text of
agreement, 310-46

International Clearing Union, 8, 79-
83, 224-53; bancor, 79; creation of
international bank money, 79-81,
90, 93; basic working principles,
79-85; exchange rates, 80, 122-27;
quotas, 80, 87-88, 112-13; overdraft
privileges, 81, 113; claim to origi-
naluiz, 82, 96; charges, 82, 113;
equ' ibrating mechanism, 82-84;
collateral, 83; deficit countries, 83-
84, 108; changes in par values of
member currencies, 83, 853, 122-27;
surplus countries, 84-85; creditor
responsibilities, 84-85, 91; compari-
son with International Monetary

Fund, 85; voting rights, 87-88; ag- .

gregate of quotas, 90-91; lack of
symmetry, 91, 95; forces creditor
countries into domestic expansion,
92; formal consistency, 93; diluted
by bad currencies, 95-96; infla-
tionary dangers, 98, 105-10; leading
recommendation, 104; expansionist
tendencies, 104-10, 179; deprecia-
tion, 105-6, 122-27; exchange sta-
bility, 108; lopsidedness, 108, 163;
seemingly inconsistent, 109; most
ambitious aim, 110; pivot of future
economic government of world, 110;
quantum of international money,
110; anti-inflation provisions, 112-
14; gold value of Bancor, 113;
horror  deflationis, 114; greatest
shortcoming, 120; comparison with
gold standard, 147-49; relief period,
161; regionalism possible, 169-70;
restrictionist effect?, 178

International division of labor, 174

International monetary cooperation,
objectives, 39-50; requirements, 41-
46; as aim of International Monetary
Fund, 62

International Monetary Fund, 5, 62-
68, 262-309; as mutual exchange or
credit pool, 62; basic working prin-
ciples, 62-65; Banker of Central
Banks, 63; quotas, 63, 88, 88-91,
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114; fundamental disequilibrium,
63, 66, 69, 84, 106, 123, 131, 201;
gold contributions, 63, 69; opera-
tions, 63-64; changes in par values
of member currencies, 63, 123-27;
compared with gold mechanism, 64;
pooling principle, 64; gold standard,
64, 145-47; equilibrating devices,
65, 75; scarce currencies, 65, 136-
87; deficit countries, 65-70, 108;
ineligibility of members to purchase,
66, 68; charges, 67-68, 75; reports
to members, 68, 72; waiver of con-
ditions, 68-69; capital outflow and
exchange control, 69, 136; impor-
tance for Fund of gold, 70, 73-74,
145-47; deficit and surplus coun-
tries, 70-73; rationing of scarce
currencies, 71, 93, 136-37; loans to
Fund, 71-72, 90; borrowing rights,
71-72, 92; buying rights of mem-’
bers, 71-72, 92, 94, 96-100; shift-
ability of resources, 73-74;, liquidity
of resources, 73-75; repurchase re-
quirements, 74; replica of gold
mechanism?, 75-77; organization
and management, 77-78; voting
rights, 78; aggregate of quotas, 88-
89, 99; potential supply of foreign
exchange, 89-90; diluted by bad
currencies, 93-96; diversification of
risks, 97; vigilance, 100, 134; ex-
change stability, 106; inflationary
possibilities, 111 anti-inflation pro-
visions, 114; uniform change in par
values, 114; exchange rates, 122-27;
depreciation, 123-27; par values,
134; and multilateralism, 135; ex-
change control, 135-38, 202; war
debts, 143; gold production, 149-50;
lopsidedness, 163; regionalism pos-
sible, 169-80; restrictionist effect?,
178; inconsistencies, 202-3; danger
points, 202-4; text of Agreement,
262-309 v
International money, 8, 45, 58-61; re-
serves of, 40, 44-45, 89, 98-100,
107, 132-33, 162, 200; foreign bal-
ances as, 59; gold as, 59; creation
of, 60-61, 79-81, 90, 92-93
International Reserve Bank, 17, 51-61;
advantages, 55-56; as mutual credit
pool, 55, 57; capstone of world’s
mohetary system, 55; creator of in-
ternational money, 53, 57; available
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information, 58; and exchange sta-
bility, 58; stabilizing mechanism,
57; purposes, 57-58; Kemmerer's
proposal, 154, 157-58

Investment, and saving, 117; cannot
be maintained, 119

Jomer Statement by Experts on the

Establishment of an International -

Monetary Fund, 4, 254-61

Kemmenzer, E, W, 154-58

Key countries approach, 164-69, 171,
199; argument in favor of, 165-
67; and multilateralism, 167; criti-
cism of, 167-69; a Fabian advice,
199

Keynes, Lord, author of Keynes Plan,
3; objects to gold standard, 20,
104-6; on rationing of scarce cur-
rencies, 71-72; International Clear-
ing Union proposed, 79-85; explains
overdraft, 81; on relief aid, 98;
expansionist pressure on world trade
advocated, 104; on objective of in-
ternational price stability, 104-6;
fatalistic attitnde towards wages,
107; influences: International Mone-
tary Fund, 109; opposed to inflation,
112-14; General Theory, 114-15;
versus Macmillan Report, 115-16;
prejudice against deflation and con-
traction, 120; artificial gold points
roposed, 124; on exchange control,
136; interprets Joint Statement,
138; estimates Britain’s war debt,
140-41; on de-thronement of gold,
146; on quotas, 162; defines multi-
lateralism, 169; and bilateralism,
180

Keynes Plan, 8, 79-85, 224-53. See
International Clearing Union

LAaTmN Union, 169

Lebensraum philosophy, 176

Loans, conditions for loans by. Inter-
national Bank for Reconstruction
and Development, 187; to Interna-
tional Monetary Fund, 71-72, 90;
recommended by  International
Monetary Fund, 108; foreign, 181-
83; “tied loans,” 183

Lutz, F., 113, 139, 149

Luxford, A. F,, 7
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MacmiiaN Report, 22, 28-33, 114-
16, 154, 157 -

Maldistribution of gold, 146, 15

Managed flexibility of exchange rates,
122-27

Managing  Director,
Monetary Fund, 78

Monetary Blocs, 157, 166, 168, 171-
72, 178-80, 200

Moratoria, 143

Morgenthau, H. Jr., 9-10, 48, 161

Most favored nation principle, 42

Multilateral clearing, 42; reduces ex-
change fluctuations, 133, 169-80

Multilateral payment system, 56, 58,
135

Multilateralism, 168, 169-80, 189-91;
key countries approach, 167-68;
definition, 169; advantages, 173-75;
planned, 176-80; versus omnilateral
solution, 180; basic principle of In-
ternational Bank for Reconstruction

- and Development, 189-91

Multiplier effect, 118, 151
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