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CRAFTER I.-INTRODUCTION 
The discussion of post-war international monetary reconstruction came to 

the fore with the publication almost simultaneously in April 11!43, of the British 
Treasury proposals for an International Clearing Union and the orignal United 
States Treasury plan for an International Stabilisation Fund, associated res· 
pectively with the names of Lord Keynes and Dr. Harry White. The publica· 
iiian of the twa plans roused considerable general interest in the subject and 
was followed by continuous study and discussions in the economic and financial 
press and in personal meetings among official and other experts in Washington 
and London. The original American Plan. underwent successive revisions, wh]e 
a compromise Canadian Plan for an Internati'!nal Exchange Union was issued 
in August 194J. In No.-ernber 1943 there was published by the United States 
Treasury the Preliminary Draft Outline of a Proposal for a United Nations Bank 
for Reconstruction and Development. In April 1944, the Joint Statement by 
Experts on the Establi•hm~nt oi an International Monetary Fund of the United 
and Associated Nations was issued and was subsequently published in many 
countries; this was a ~tatement of principles representing the measure of agree· 
'ment reached by the experts who had from time to t;me Jiscuased the various 
proposals. Subsequeutly invitations were iseueJ on beh111f of the Presidenu 
of the United States .to the Governments of the united and associated nations to 
send delegates to a formal monetary conference in the United .States for the 
purpose of formulating dethHte proposals for an international monetary fund 
and possibly a bank for reconstruction and development. It was explicitly 
mentioned in the invitations that the delegates were not required to hold pleni· 
potentiary powers and that the proposals formulated at the Conference would 
be referred to the respective Governments and authorities for their acceptance 
or rejection. The United Kations Monetary Qnd Financial Conference com· 
posed of delegates from forty-four nations accordingly met at Bretton Woods, 
New Hampshire, on the 1st July 1944. 

2. The Indian Delegation.-The Indian Delegation to the United Nations 
'Monetary and Financial Conference was composed as follows:-

Sil: Jeremy Reisman, K.C.S.I., C.I.E., I.C.S., Finance Member of the 
Governor-Gener~~l"s Council-Chainnan. 

Sir Ohintaman D. Desbmukh. C.I.E., Governor, Reserve Bani< of India. 
Sir Theodore E. Gregory, D.Sc., Economic Adviser to the Government of 

India. 
Sir Shanmukh&m Chetty, Formerly President of tbe Indian Legislative 

Assembly. 
1\fr. A. D. Shroff, Director, Tats Sons Ltd. 
Dr. B. K. 1\fadan, Director of Research, Reserve Bank of Indi!l.-Seoretary. 
Sir D!lvid 1\Ieek, Indian Trade Commissioner in London, was associated with 

the Delegation as Adviser. 

Sir Jeremy Raisman was in the United Kingdom when the invitation to the 
Conference w<J.'i received. Sir Theodore Gregory left India on the 15th June, 
two days before the rest of the Delegation, as he had been designated to attend 
a meeting of technical experts at Atlantic City for the preparation of a drnft 
agenda to be submitted to the Conference. The other members of the 
Delegation with the Secretary left Karachi on tbe 17th June and arrived at 
New York on the 23rd June. Sir Jeremy Raisman had arrived there on the 
same day, having crossed from England by sea on the ship which brought the 
United Kingdom delegation and various representatives of the Governments of 
European countries then in London. Tbe Delegation met for the first time ati 
New York when the Leader, Sir Jeremy Reisman, apprised the other members 
of the Delegation of the nature of certain informal and preparatory discussions 
which had taken place on board the ship. It was decided at this meeting thati 
Sir Jeremy Raisman and Sir Chintaman Deshmukh should go to Atlantic' City 
with a view to ensuring thati the questions in which we were particulnrly 
interested. especially the sterling balances, were included in the draft agenda 
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of the Conf,orence, although it proved in the event that the fullest opportunity 
was giveu by the Conference authorities at all stages to all delegations to bring 
forth any amendmer.ts, which they desired to see incorporated in the draf~ 
Agreements. At Atlautic City, the lndian delegates present moved two amend· 
ments with. the object of securing the incluston among the purposes of the 
luternationo.l Monetary Fund, of the following: 'To assist in the fuller utilisation 
of the resources of economically underdeveloped countries' and 'To promote 
and facilitate the settlement of abnormal indebtedness arising out of the war.' 
The course of discussions on these resolutions is reviewed later. The Delega' 
tion held continuous informal meetings and discussions during the intervuls 
of the Conference sessions at Bretton Woods and returned to W ashin;;ton after 
the Conference on the 24th July. On the 26th July they held a final meeting 
w consider .the general form of the report to be submitted to Government ,on 
the subject of their mission to Bretton Woods. 

3. General Survey of tbe Conference, Constitution, Commissions, . Com­
mittees and Procedure.-.The Conference held its opening Plenary Session on 
the afternoon of the 1st July, with the Honoura.ble Eenry Morgenth~u, Jr., 
Secretary to the United States Treasury, designated as Temporary Pre!1dent of 
the Conference by President Roosevelt, in the Chair. It opened with a messag~ 
from President. Roosevelt welcoming the members of the Conference to Bretton 
Woods which inter alia contained the following observatjons: 'At Bretton 
Woods, you who come from many lands are meeting for th~ first time. to talk 
over proposals for u.t endurir.g program of future econom1c co-operatiOn and 
peaceful progress. 

The program you are to ·discuss constitutes, of course, only one phase of 
the arrangements which must be made between nations to ensure an orderly, 
harmonious world.' 

The Temporary President, Mr. Morgenthau, was thereafter elected Perma­
nent President of th<l Conference and proceeded to deliver his presidenthl 
speech. In his speech Mr. Morgenthau pointed out that although the Agenda 
of the Conference was concerned specifically with the monetary and investment 
field, it should be viewed QS part of a broader program of agreed action among 
nations to , bring aliolit the expansion of production, employment and trade 
contemplated in the Atlantic Charter and in Article VII of the Mutual Aid 
:Agreements concluded by the United States with many of the United Nations. 

4. T.he Second Plenary Session of the Conference. met on the Srd July 
forenoon. The Conference invited the Danish Delegate, in his personal capacity 

. as Adviser, to attend the meetings of the Conference without the privilege of 
a vote and also invited various international organisations such as the Inter­
national Labour Office, the United Nations Relief and Rehabiliation Administra· 
tion, the Economic Section of the League of Nations and the United Nations 
Interim Commission on Food ond Agriculture to send one observer each to 
attend the sessions of the Conference without the privilege of a vote. 

The general organisation of the Coqference had been determined in ·a 
meeting of the heads of the Delegation immediately preceding the opening 
session of the Conference. The Conference set up three Commissions--Com­
mission I on the International Monetary Fund, Commission n on the Bank 
for Reconstruction and Development &n.t Commission Til on Other Means of 
International Financhl Co-operation. Every delegation was represented on 
all the Commissions. The principal officers of these Commiseions are lis{ed 
below:-

COMMISSION: I 

INTERNATIONAL MONETARY FUND 

Chairman: Harry D. White (United States of America) 
Vice-Chairman: Rodolfo Rojas (Venezuela). . 
Reporting Delegate: L .. Rasminsky (Canada). 
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COMMISSION II 

BAliK FOB R.EcONSTBUOTION AliD DEVELOPMENr 

Chairman: Lord Keynes (United Kingdom). 
Vice-Chairman: Luis Alamos Barros (Chile). 
Reporting Delegate:· Georges Theunis (Belgium) .. 
. COMMISSION III 

. OTHER MEANS OF INTERNATIONAL FINANCIAL CO-OPERATION 

Chairman: Eduardo Suarez (Mexico). 
Vice-Chairman: Mahmoud Saleh Ei Malaky (Egypt). 
Reporting Delegate: Alan G. B. Fishe• (New Zealand). 
Most of the work of Commission I and a large part of the work of Com· 

mission II was ·carried on through four standing committees as follows:-

COMMISSION I 
Committee 1. Purposes, Policies imd Quotas of the ;Fund. 
Committee 2. Operations of the Fund. 
Committee 8. Organisation and Management.. 
Committee 4. Form and Status of the Fund. 

• COMMISSION II 

.. 

Committee 1. Purposes, Policies and Capital of the Bank. 
Committee 2. Operations of the Bank. 
Committee 8. Organisation and Management. 
Committee 4. Form and Status of the Bank. 

5. The Indian Deleg&tion had decided that its members should not take 
up multifarious offices but should keep themselves as free as possible for effective 
participation in the deliberations of the Commissions and the various Com­
·mittees. We were, however, invited to nominate and did nominate one of the 
delegates, Sir Chintaman D. Deshmukh, as Chairman of Committee 4 of Com­
mission II on the Form and Status of the Bank. The meetings of the 
Commissions never overlapped and the Indian Delegation generally found it 

·possible to attend and participate as a whole in the Commission meetings. But 
the meetings of Committees 8 and 4 of Commission I were often held 
simultaneously with those of Committees 1 and 2 of that Commission, and a 
large degree of specialised representation gradually developed, Sir Chi&taman 
Deshmukh and Sir Theodore Gregory attending to the business of Committees 
3 and 4 (relating to organisation and management and the form and status 

, of t.he Fund). Towards the latter part of the Conference, moreover, the Com­
mittees of Commission II functioned at the same time as those of Commission 
I and it wa9 found convenient to have Sir Chintaman Deshmukh represent the 
1ndian Delegation on these Committees, while the rest of the Deleg11tion 
attended to the business af Commission I. 

6. Mter the second plenary session which set up the organisation, the 
Conference split up, for the purpose of conducting its business, into the respec­
tive Commissions and Committees. The Committees reported to , the Com­
mission at intervals of a few days each, whenever there was a sufficient 
accumulation of agreed conclusions or unresolved differences to reporf. The 
Commission either determined the issues or referred them back to the ~Wne or 
a different Committee with more specific instructions in the Ugh£ of the fuller 
exchange of views which had taken place in the Commission itself. The Com­
mittees in turn set up, as a means of economising time and dealing more 
effectively with matters of substance, Drafting, Language or 'Asferisk' aub-

·'.committees of their own fu report on matters of appropriate wording and proper 
· legal expression. In addition, the Commissions set up ad hoc Committees 'to 
consider and reporl on specific questions. · · 

7. Commission I set up special Committees on Uniform Changes in Par 
Values of Currencies, Exchange Controls on Currenfi Payments, Deposif.ories, 
Re!Qtions with Non-Member Counme1, Special Problems of Liberafed Areas, 
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Vo~ing Arrangemen~s and Executiv~ Direc.tors and Quotas. India was repre• 
sented on tho Committee on Quotas, which was set up at a. very late stage, by 
Sir Jeremy Raisman, ·who was unable to accept ~he conclusions of this Com­
mit~ee and entered a reservation on behalf of lndi~~o (vide para. 31). At a later 
stage, moreover, the amount of subject ma:!;ter left over by various Committees. 
was such that it was considered an advantage to se·t up 11. SJ1ecial Commi~tee 
on Unsettled Problems to deal with all undecided questions. A Draftin" Com­
mittee was entrusted with the task of recording tbe decisions of Comm;sion I. 
This procedtire 'proved 'helpful in bringing the work of the Cottimission to an 
early conclusion. It held nine sessions altogether and the standing committees 
held twenty-six meetings. At its final session on July 19, the Commission 
adopted the Articles of Agreement of the International Monetary Fund, and 
the report of Commission I was transmitted to th!! Executive Plenary Sesaion 
of the Conference on July 20, 1944. After the report had been presented to 
the Executive Plenary Session for consider~tion, Lord Keynes, referring to the 
list of reservations which had been made by delegations trom various countries 
{cf. Chapter U:I), sug.gested that .the 'J?articulsr.'points of'reservatio';l ~entioned 
ty the delegations mtght be retemed m the tnmutes of the 'Commtsston where. 
they were already recorded lmd nat be ·made piU't of 'the Final Act of the' 
Conference, which was subject to a general reservation on the ·part of all dele­
gations in the sense of 'the en~ire absence .of commitment on the part of our 
Governments'. 'So far IllS the United Kingdom Delegation is concerned,' said 
Lord Keynes, 'we, in common with all other delegations, reserve 1 he opinion of 
our Government on the document as a whole and on every part of it. The 
whole of the proceedings is ad referendum to otir Governments \1·ho are at the 
present stage in no way committed to anything. We have gathered here to 
put our heads togethPr to produce the most generally acceptable document we 
could frame. We do not even recommend our Governments to adopt tbe result. 
We merely submit it fOl' what it is worth to the attention of the Governments 
ilnd _regislators concerned.' Lord Keynes's proposal was . seconiled by the 
'Vice:Chaitman of ·th~ 'Delegation of the United States, and on this understanding 
'fill t-he ilelegatiom which hRd made reservations either withdrew them or agreed 
'to ·have them ·remaih 'in ~he minutes of ·the Commission. The Indian Delaga­
tldn too'lr'this course, among others, including France and the Union of Soviet. 
"Socialist Republics. 
. , 8. C~uimission i~ {International Bank for Reconstruction and Development) 
met nine times .between July 8 and :July 21, when its final session adopted 
'ihe Articles of Agree!Jlent of the Bank for Reconstruction ·and 'Development. 
At its lirst meeting ·the Commission .at up an ~genda Committee which 
'Subsequently became the Drafting .Committee and .on . which the Indian ~ 
]Delegation was represented by Sir Chintal!lan Deshmu'kh. The Commission 
met again on .July 11. As in Commission I, the detailed work was divided 
betwMn four Committees; at ihe same time several ad· hoo sub-committees 
were created to examine special , points and matters su.ch ·as membership, 
subscripiipn, r~tes of capital· employable,, fiat rate of commission. relationship 
of international agencies, 'manafl:emen~. suspension and withdrawals and ·taxa­
tion. There was, as in Commission T, a Special Committee on Unsettled 
Problems. Most of the ·sub-co\nmitteell and ad hoc Committees were created 
directly by 'the Commission and reported directly to the Commission, thus 
expediting the despatch of business. The work of Cothmission II 'was simpler , 
.in some 't'espects o,nd more complic'ated in others than ~he worlr of Commission 
-I. It was -simpler because it was found possible to adopt or adapt many of 
.the provisions relating to Fleneral organisation ,evolved 'lh oonn~ction with the 
Fund to the -problems of the 'Bank, and more complicated because , of the 
smaller amount of .preparatory wor~ done, 'before .th~ Conference met. , ~h~ 
report of Commission II was subm1tted to and approved by the Exeouttve 
Prenary Session of the .Conferenc~ .on July 21, 1944. . • 

·9." A latge number· ~f .proposl\ls were submitted. ·to· Commission m. (Other 
Meabs 'of Intel'nationa.l Financia} Co·operation) and were referred to the Agenda 
Cvmmittee appointed at its first meeting on July a, to consider the suggestions 
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re.oeived ~~Dd m!l.ke.re.<:OmJn,endatio~s as' to the..probliupa which, should be deal$ 
w1th by the Comnuss10n. l!Je lndi!lll Delege,t1on, was represented on ~e Com· 
mittee by Sir Theodore Gregory. ·The proposals related to ~ee general fields: 
'The .Use of Silver for Iiltez:national ,Mone~11ry Pl,ll'pOses,' 'Enemy ,Asseta, 
Looted Property and related m&Hill!l' and ':Uec!)lllJ!lendations ·on Economio 
anq Financial .l:'olicy, the Exchange of Information and other means of Financial 
Co-Operation. • The Commission held three ses!lions and its report entitled 
'Other Measures of International Monet~~ry and Financial Co-operation' wu 
presented to the Executive Plen~~ry Session on July 21, 1944. 

10. The closing plenary session of the Conference was held at 9·45 P .Ill. on 
July 22, 1944, under the Chairmanship of the Honourable Mr. Henry 
Morgenthau. Lord Keynes moved the acceptance of the Final Act of the Con• 
ference to be submitted to the respective Governments for consideration. He 
concluded with the following words : 
' 'We have perhaps accomplished here in Bretton Woods something more 
significant th11n what. i~ embodied in this Final Act. We have shown that B 
concourse of forty-four nations are actually able to work together at a construe· 
tive task in amity and unbroken concord. Few believed it possible. If we 
can ccntinue in a larger task as we have begun in this limoted task, there is 
hope for the world.' The motion was supported by the Chairmen of the 
Delegations of Frsnce, Canada and the Union of Soviet Socialist Republics and 
was carried unanimously. The Chairman read a message from President 
Roosevelt conveying his heartiest congratulations to the representatives of the 
forty-four nations gathered at Bretton Woods on the successful completion of 
their difficult task. Mr. Henry Morgenthau thereupon delivered his address to 
the closing plenary session at 10-45 P.M. The Conference concluded about 
midnight with the heads of the Delegations appending tl;leir signatures to the 

· Final Act. This was done in accordance with Article S2 of tbe Regulations of 
the Conference which provided that 'the conclusions at which the Confere101ce 
may arrive shall be incorporated in a Final Act which sh~n be signed by the 
heads of th~ delegations at the finn! session'. The Fir.al Act takes the form 
of a record of the accomplishments of the meeting including:-

(1) A recital of the fact that the Conference assembled in Bretton Woods 
in response to an invitation of the Government of the Un'ted States; 

(2) A listing of the delegates; 
(3) A listing of the officers of the· Conference as well as its technical Com· 

missions and Committees; and 
(4) The conclusions at which the conference arrived. 
The last section contains the texts ·of:-
(a) The Articles of Agreement of the Intern1tional Monetary Fund: 
(b) The Articles o! Agreem~nt of the Bank for Reconstruction and Dev~lop· 

ment; and 
(c) Other declarations, recommendations, and resolutions which were agreed 

upon by the Conference. 
This record was subscribed by the HeadB of the respective delegations 

accredited to the Conference. The signature of the Final Act, therefore, was a 
simp1e attestation by those si~ming of the accuracy of the record presented. 

· 11. Scheme of the Remaining J!.eport.-Tbe scheme of the report in the 
following pa!!es is to ~five a l!'eneral summary of the Articles of Agreementi 
relating to the International Monetary Fund in the second Chapter, and to take 
up for fuller review in the third Chapter the discussions on asnecta or questions 
relating to the Fund in which the Indian Delegation took particular interest or 
which received relatively ~ater attention in the Conference discuosions. The 
quest.ions which interested the Indian Delegation especially were two am•nd· 
menta to the purposes of the Fund and the quotas, more particularly in their 
bearing on India's "Place in the Executive Directorate. The fourth Chapter 
summarises the Articles of Agreement of th. International Bank for Reconshuo· 
tion and Development and includes some reference to the course 11f diocussion 
!n ~e Commission on a few of the more important provisions. The fifth and 
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last Ch~pter de.US with the wo~k of Commission III regarding otheP measures of 
economic and financial co-operation among nations. · . · 

CHAPTER II.-TB:E INTERNATIONAL MONETAli.Y FUND: SUMMARY 
OF ARTICLES 01' AGREEMENT 

12. The Articles of Agreement of the International Monetary Fund contain 
twenty articles and five schedules. The Articles relate to or provide for such 
matters as purposes, membership, quotas and subscriptions, par values of 
currencies, transactions with the fund including capital transfers and scarce 
currencies, general obligations of members, relations of the 'Fund with other 
international organisations and with non-member countries, organisation and 
management, the transitional period etc. 

13. Purposes.-The purposes of the International Monetary Fund 
are described to be to promote international monetary co-operation through 
a permanent institutbn, to facilitate the expansion and balanced growth of 
international trade, to promote exchange stability, ma:ntain orderly exchange 
arrangements among members and avoid competitive exchange depreciation, 
to assist in the establishment of a multilateral system of payments (and 
-trading), and to make the Fund's resources available to member countries to 
help them to correct maladjustments in their balances of payments in an 
orderly manner and without recourse to emergency measures under immediate 
pressure with destructive cons6quences to national' or international prosperlty. 

The countries represer.ted at the United Nations Monetary and Financial 
Conference whose governments accept membership before December 31, 1945, 
shall be original members of the Fund and other countries may be admitted 
later by the Fund. 

14. Quotas and Subscrlptlons.-Each member shall be assigned a quota, the 
quotas of the original ~embers being specified in a schedule to the Articles of 
Agreement. The aggregate of such quotas in term of dollars is 8,800 million 
and the fourteen largest quotas are, in order, those of the United States 
2,750 million, the United Kingdom 1,300 million, the Unlon of Soviet 
Socialist Republics 1,200 million, China 550 million, France 450 mill:on, 
India 400 million, Canada 300 million, Netherlands 275 million, Belgium 
225 million, Australia 200 million, Brazil 150 million, Czechoslovakia 
and Poland 125 million each and the Union of South Africa 100 million. 
The quotas shall be subject to periodic or occasional review by the. Fund but 
shall not be altered without a four-fifths majority and without the consent of 
the member concerned. Tbe members' subscription shall equal their quota and 
shall be payable to the minimum extent of 25 per cent. of the quota or 10 
per cent. of th~ member's net official holdings of gold and United States 
dollars, whichever be smaller, in gold, and the balance in a member's own 
currency or in securities. 

15. Par Values or Ourrencles.-The par value of the members' currencies" 
shall be expressed in terms of gold as a common denominator or in terms of 
the Unftzd States dollnr of tht -weight and fineness in 'l!f!ect on July 1, 1944. 
Purchases and sales of gold by a member· and transactions in exchange by a 
member shall not vary from parity by more than 'll. fixed margin, which ~hall 
be one per cent. in the c~se of 'spot' exchange transactions. Each member 
shall collaborate with the Fund to promote exchange stability, to maintain 
orderly exchange arrangements with other members and to avold competitive 
exchange alterations, in accordance with the purposes of the Fund referred to 
above. These objectives shall be attained by each member undertakina, 
through appropriate measures, to permit within its territories exchanae tran~­
actions be~ween. it~ currency and the currencies of other members onlY within 
the prescnbed bmJts. A member whose monetary authorities, for the settle­
~e~t of int<;rnational transactions. in fact freely b11v ~nd sell gold within the 
limits prescrJ.bed by the Fund, shall be deemed to be fulfilling this undertaking. 

~ change in the par value of a member's currency shall be made only on 
the proposal of the member and after consultation with the Fund, to correct 
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a fundament~!. ~sequilibrium, without. objection from the Fund up to 10 per 
cent. ?f. the Imtial par val no, but subject to concurrence or objection by the 
~und if I_t exceeds 10 per c~nt. and does not exceed a further 10 per cent., with· 
m a penod of seventy-two hours on a :tnember requesting immediate decision • 
.Proposed changes beyond this limit shall be subject to concurrence or objection 
by the F~d within a longer period. Having regard to the special conditions 
of the Umon of Soviet Socialist Republics and in deference to its wishes a 
provision has been incorporated in the Agreement to the effect that 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.· 1'he Fund shall not object to a proposed change because of the 
domestic, soci11l or political policies of the member proposing the change. In 
tha even; of unauthoris~d changes being made by a member, n shall be liable 
to be made ineligible to use the resources of the Fund and to compulsory with· 
drawal from membership in due course. ' 

The Fund by a majority of the total voting power and the approval of all 
members with ten per cent. or more of the. total quotss (the United Ststea, 
the United Kingdom and Russia according to the present quotas) may ma~:e 
uniform proportionate changes in the par values of the currencies of all mem• 
bers, i.e. effect general depreciation or appreciation of all currencies in terms 
of gold. Any member, however, that does not wish the par value of its 
currency to be changed by such action may inform the Fund within seventy­
two hours of its action and the par value of its currency shall not be changed 
under this proyision. • 

The gold value of the Fund's assets shall be maintained notwithstanding 
<'hanges in the par or foreign exchange value of the currency of any member, 
through the member paying to the Fund, or the Fund returning to the mem­
ber, an amount of its currency equal to the reduction or the increase respec­
tively in the gold value of its currency held by thP Fund. Unless the Fund 
otherwise decides, the quotas of all members shall be uniformly and pro­
portionately increased or decreased when a uniform proportionate reduction 
or increase (general 'depreciation' or 'appreciation') is made in the par values 
of the currencies of all members.* 

16. Transactions with the Fund.-A member country's treasury, central 
bank, stabilisation fund or other simi'ar fiscal agency shall be the agency for 
all dealings with the Fund. 

The fund shall operate only for the purpose of supplying a member, on the 
member's initiative, with the currency of another member in exchange for gold 
or for the member's own currency. · Purchases of foreign exchange fro~ the 
l'nnd aaainst a member's own currency shall be subject to the condition 'that 
the Fm;'d 's holdings of the currency of the member desiring to purchase foreign 
exchange have not increased, after having been brought above 75 per cent. 
of ite quota if they had ~een below that amount, by ~ora than 25 per cent. of 
its quota during the period of twelve months precedmg the date of purchase, 
and do not exceed 200 per cent. of its quota. In other words, the full quota 
of permissible borrowing of foreign . exchange assigned to a member can be 
drawn only in instalment~ over a_ ~er10d of not less !han four years; ~e Fund 
may however waive this condition on terms whiCh safeguard Its mterests. 
espe~ially' in the case of members with a record of avoiding large or continuous 
use of the Fund's resources and taking into consideration periodic or excep­
tional requirements of the member requesting the waiver. Collateral secu_rit;v 
in the form of gold, silver, securities or other acceptable assets· n1ay be requtred 
as a condition of the waiver. 

0 F lnstanoe It tho gold value of tho dollar and of all other coJTOncios is rodneod by, 
._ 10 orr cent., the total of all quotas (Ia term• of doD"!'"! which io $8,800 mi!lion at 

oay, pe (or may aot) be increased to $9,777-7/9 m~Uaon, tho moaoure of mcrea ... 
p..-at, madiny to a J"oduotioa of 10 per oont. being 11-1/9 per oen~ •"•· an increaao to 10J9tbo oorreopon g • . 
apiast a roduclioa to 9/10tbs. · 
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Any me.:nber using the resources of the Fund in a mannet contrary to the 

purposes of the Fund may be declared ineligible to use ~he resources of the 
Fund. 

Any member desiring to obtain the currency of another member for gold 
shall acquire it by the sale of gold to the Fund, provided that it can do so 
with equal advantage; no member shall, however, be precluded from selling iD 
any market gold newly produced from mines located within its territories. 

With a view to preventing the accumulation of reserves of foreign exchange 
by a member country making use of the borrowing facilities of the Fund 
instead of relying upon its own resources, a provision is made for the repurchase 
from the Fund with gold or convertible currencies of part of a member 
country's own currency, if the holdings of its currency with the Fund have 
increased, or if a country's monetary reserves have increased (beyond its quota) 
and the Fund's holdings of its currency are not below seventy-five per cent of 
its quota. 

Charges on Borrowing fl:om Fund.-Borrowing from the Fund (or buying 
the currency of another member from the Fund in exchange for a member's 
own currency) shall be subject to a service charge of three-fourths per cent., 
on all transactions, plus a scale of charges rising for period and amount of 
loan outstanding from one half per cent. per annum to a maximum of five per 
cent. The charges shall be payable in gold, but the gold payment may be 
reduced for members whose monetary reserves are less than one-half of their 
quota. It may be of interest to give tlie scale of charges here in tabular form 
(1) on the assumption that a member draws the amount perm'ssible each year 
without availing itself of the provision regarding waiver, and (2) on the assump­
tion that the 25 per cent. annual limit on the utilisation of the quota referred 
to above, is waived and a member is allowed to draw varying amounts upto 
the full amount of the quota in the first year. 
Percentage Charges Payable by a Country on l<'und's Holdings of its Currency 

in Excess of its Quota • 
I. :Marginal Charges: assuming a member to draw the full amount per· 

mitted each year without waiver (after the Fund's holdings of its currency have 
reached 100 of 1ts quota). 

Amount of conntrv'a 
currency held by Fund 

as percenta.J!e 

Per cent. per annum payable on exi"BB& currency during 

of country'A 
quota 

101-125 
1211-150 
t51-175 
176-200 

lot 
year 

3/Bt 

2n<l 3rd 4th 5th 
year year year year 

I li 2 2! 
1 It 2 2! 

li 2 2! 
2 2! 

II. !\Iarginal Charges 

6th 7th Bth 9th lOth 
year year year year year 

3 ~i 4* !} 6 
3 3i 4* 6 
3 3! 4* 4! 6 
3 3! 4* 4! 6 

Amount of country',. 
currency held by Fund 

as percentRile 

Per cent. per annum payabJe on excess currency' during 

of country's 1st 2nd 3rd 4th 5th 6th 7th 8th 9th lOth 
quota year y~ar year year year year year year year year ---

3 3! 4* 4i 6 
3! 4• 4!. 5 6 
4* 4i 6 5 & 
4i 6 6 6 6 

101-12n 3 8t I li 2 2l 
126-150 I ll 2 2l 8 
151-];5 li 2 2! :~ 3! 
176-200 2 2i 8 8i 4* 
Additional amount.s. Corresponding increa.se up to 5%. 

! No J~~~:m~nt in fbot=-t three monthe, + per cent. In next nine months. 
At th1e po•nt the Fund and the member shall conaL!er waya and mOIIllB by which tlie 

Fund's hold!n~ of the rr.~ber's currency can be l'f'duced. · 
No~!I.--No cha~f!'r.•s made on use of' the Fund reeoureesln an amount equivalent kJ. a 

member s gold st&bacnptlOD. 
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11. Capital' Tran.sfers.-The Articles al Agreement eontaln proviaWns to preven~ 

the use _of the Fund's resources to finance large eapital exports b' a member 
co~try m: _debt to the Fund. Special provisions however permit, wiUlin certain. 
liiWts, cap1tal transfers through the Fund by a member which has maintained 
a net credit. position with the Fund for some time, subject to tbe limitation 
that such capital transfers may not raise the Fund's holdings of the member's 
currency above seventy five per cent. of its quota. 

Members may exercise the controls necessary to regulate intemationai 
capital movements. · 

1S. Scarce Ourrencles.-The Fund may replenish its holdings of a scarce 
currency by borrowing that currency from the member or from some other 
sour~e within the member's territories, with its approval, or by requiring the 
member to sell its currency to the Fund· for gold. The Fund may apportion· 
the supplies of a scarce currency with due regard to the relative needs of mem­
bers. Members shall be authorised to impose limitations on the freedom of 
exchange operations in the scarce currency. 

19. General Obligations of llembers.-Bubject to the provisions relating to 
scarce currencies and the transitional period, no member shall, without the 
approval of the Fund, impose restrictions on the making of payments and 
transfers for current international transactions. Members may co-operate in 
measures for the purpose of making their exchange control regulations more 
effective. . No· member shall engage in any discriminatory currency arrange· 

- ments or multiple currency practices, except such as are approved by the 
Fund, and any members who engage in them, otherwise than in accordance 
with the provisions relating to the transitional period, shall consult with the 
Fund as to their progressive removal. 

Each member shall buy balances of its currency held by another member 
at the latter's request, if the balances have been recently acquirea as a result 
of current transactions. or if their conversion is needed for making paym:nts 
for current transactions, the buying member having the option to pay in 
the currency of the member making the request or in gold; but this obligation 
shall not apply, among other circumstances, when the convertibility ot 
the balances has been restricted with a view to control of capital transfers, or 
the balances have accumulated during the continnance bf exchange restrictions 
imposed by a member for the transitional period. Other obligations of mem­
bers include furnishing the Fund with economic and financial information relat­
ing to the country necessary for the Fund's operations and within the ability 
of members to supply. 

20. Relations with Non-Members Oountr!es.-Each member undertakes not 
. to engage in any transactions with a non-member, and not to co-operate with 

' a non-member, in practices which would be contrary to the provisions of the 
Agreement or the purposes 'lf the Fund, and to co-operate with the Fund 
with a view to preventing such transactions. Any member may impose restric­
tions on exchange transactions with non-members unless such restrictions are 
found to prejudice the interests of members and to be contrary to the purposes 
of the Fund. 

21. Organisation and llanagement.-The Fund shall Jiave a 'Board ol 
Governors, Exe'cutive Directors, a Managing Director and a staff. • The Board 
of Governors s.hal! consist of one governor and one alternate appointed by each 
member, to serve for five years but to be eligible for reappointment. The 
Board shall meet at least annually. 

There shaH be not less than twelve executive directon who need not be 
govemon and of whom five shall be appointed by the five members hav.ing the 
largest quotas. Two shall be elected by the American Republics other than 
the Vnited States and five shall be elected by the remaining members. In 
addition, if at the second regular election of directon (eleetiona shall be. 
condwited at; intervals of two years).. the two lar!(est creditors in the Fund are­
not amang. the members automatically entitled to sppoin~ directors, either 
or both ot such memben, as the case may be, shall be entitled to appoin~ a 
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4irector. Each director shall appoin~ an alternate wi~h full powar 1iO act for 
him when he,. ia not presen~. 

The Executive Directors shall function in continuous session at the princi­
pal office of the Fund. 

Each Governor and appoin~d Director shall cast the number of votes 
allotted to the member appointing him, and each elected director shall cast 
the number of votes which counted towards his election. 

Each member shall have 250 votes plus one additional voti for each par~ 
of its quota equivalent to 100,000 United States dollars. In voting on provi· 
sions relating to the waiver of conditions for drawing upon the resources of 
the Fund and the eligibility of a member to use the Fund's resources, the 
'Voting power of creditors with the Fund shall be increased, and of deb~rs 
reduced, to the extent of one vote for the equivalent of each 400,000 Umted 
.States dollars. 

In any distribution of net income the first claim shall be that of a payment 
at the rate of two per cent. to each creditor of the Fund on the amount by 
which the Fund's average holdings of its currency during a year was short of 
sevency-five per cent., of its quota (viz., the amount of original subscri:gtion 
to the Fund by each meinber m the iorm oi currency If twenty-five per cent. 
were contributed in gold). '!'he balance shall be paid to all members in pro· 
portion to their quotas, the payment to be made in a member's own currency. 

22. Oflices and DepositorleB.-The principal office of the Fund shall be 
located in the territory of the member having the largest quota, viz., the United 
States of America according to the present quotas. Initially at least one half 
of the holdings of the Fund of gold and assets other than a member's .own 
currency shall he held in the depository designated by the member with the 
Fund's principal office and at least 40 per cent. shall be held in the four mem- · 
bers having the next largest quotas, viz., the United Kingdom, the Union of 
Soviet Socialist Republics, China and France. 

23. Transitional Period.-The Introduction (Section I) of this Article states 
that the Fund is not intended to provide facilities for relief or reconstruction 
or to deal with international indebtedness arising out of the war. 

In the post-war transitional period members may maintain and adapt, and 
certain members may introduce, restrictions on payments and tr~nsfers for 
current international transactions, but such restrictions shall be withdrawn as 
soon as members find it possible to settle their balances of payments without 
undue recourse to the Fund, with the general aim of restoring the comparative 
freedom and facility of international· payments and the maintenance of 
exchange stab,ility. Not later than three years after the Fund st~rts operations 
and every year thereafter the Fund shall report on the restrict'ons still in force 
and five years after the Fund's beginning and every year thereafter any mem­
ber retaining restrictions shall consult the Fund about their further retention. 
The Fund may make representations to members in the matter and if the 
differences are not satisfactorily composed, the member may be liable to com­
pulsory withdrawJII. The Fund shall, however, recognise that the post-war 
transitional period will he one of change and adjustment and shall give the 

,member malting a request occasioned thereby the benefit of any reasonable 
<lo•Jbt. 

24. Withdrawal from Membershlp.-Any member may withdraw from tl,e 
Fund At any time by giving notice in writing, the withdrawal to become effec­
tiye when such notice is received. 

25. The Articles contain specific provisions for settlement of accounts with 
members withdrawing, temporary suspension and liquidation of the Fund and 
for introducing amendments to Articles of Agreement, for interpretation of the 
provisions and Explanation of Terms. . • · 

26. Final Provlslons.-The Agreement shall enter into force when it bas 
been signed on behalf of governments having sixty-five per cent., of the total 
.quotas, but shall in no event enter into force before May l, l941i. It shall 
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r,ema~ open for signature at Washington on behalf of the Gov~rnments of the 
countnes represented at the Conference until December 81, 1945. 

Initial_ Determination _or Par Values.-The initial determination of par 
values Wlll be the most nnportant of the first questions to be determined in 
connection with the inauguration of ~he Fund. The Fund shall notify the 
members when it expecte to be in a position to begin exchange transactions 
an~ shall re~uest them to communicate within thirty days the par values of 

_ their currenCies ~ased on the rates of exchange prevailing on th~ sixtieth day 
before the entry mto force of the Agreement. The par valu~ so communicated 
sh9;ll be _accepte? for ~he purpose of the Agreement unles3 within ninety days 
?f 1ts be_mg rece1ved e1ther the member or the Fund notify that this par vlllue 
lS unsatisfactory. In that case the member and the Fund shall arrive at a 
suitable par value by agreement. In the event of failure to agree, the mem­
ber shall be deemed to have withdrawn from the Fund when the period of 
ninety days expires. 

When the par value of a member's currency has been established as above, 
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 
Ftind has begun exchange transactions. The Fund shall begin exchange trans­
actions, when i~ may determ!ne, after members having sixty-five per ce11t. of 
the total quotas have become eligible to purchase the currencies or other mem­
bel1!, but not before the end of war in Europe. 

27. Schedules.-The Articles of Agreement have five schedules relating to 
A. Quotas, B. Provieions with Respect to Repurchase by a !\!ember of its 
Currency held by the Fund, C. Election of Executive Directors, D. Settlement 
of Accounts with Members Withdrawing. and E. Administration of Liquidat!on. 

CRAPTER m.-TEE INTERNATIONAL MONETARY FUND: REVIEW 
Ol' DISCUSSIONS 

28. The general method followed by the Conference in the progress of work 
w~s to start with the statements and provisions contained in the Joint state­
ment by Experts on the Establishment of an International Monetary Fund and 
the alternative or additional proposals evolved as a result of _expert discussion 
at Atlantic City, and to consider these together with fresh alternatives and 

_ additions suggested throughout by the different delegations. Meanwhile the 
technical expe.,-ts were also eng1ged in completing the formal structure of the 
Fu11d lli th~ numerous matters of organia..tion, management, operation and 
iiquidation which bad not been provided -for or sufficiently dealt with in the 
Joint Statement of principles. The order in which the different subjects were 
taken up by the Conference depended to some extent upon the measure of diver-

- gence of views or interests revealed. The simpler and less controversial questions 
were disposed of first, and the more contentious and difficult issues were resolved 
or taken up at later stages. In regard to the Fund, the more important ques­
tions on which there was some considerable discussion and initial"difference of 
views, were the following:-

(1) The amendments proposed by the Indian Delegation to the primary 
objectives of economic policy as stated among the purposes of the Fund, already 
referred to above; 

{2) The quotas of member countries which define their subscriptions, voting 
' rights and share in management generally; -

{3) The size and composition of the Executive Directorate of the Fund; 
(4) Changes in par values or exchange ratee of currencies; 
(5) Uniform changes in the gold values of all member currencies; 
(6) The range of variation of the exchange rates of currencies from parity; 
{7) The rate at which the credit facilities allowed by the Fund might be used 

up by member countries, and the waiver of conditions; ' 
{8) The position ofmajor world currencies like sterling and the dolbr In re!a· 

tion to the operations of the Fund, and the repurchase by a mP.mber of 1ts 
currency held by the -Fund ; 



~ 
l9) The. scale and system of ch~rges to be levied by. tbe, Fund. on. ~dv~nce~· 

of foreign exchange to. member countries (or on. the Funds hol~lllgB of Joe~ 
cul'l'encies); . · t f 

(10) The special treatment of countries dev~stated by the war m respec . () 
gold subscriptions and other matters; 

(11) The location of the head office of the Fund· and the distribution of gol4· 
among the depositories, etc., etc. 

It is proposed to indicate here the broad linea of divergence of views disclosed 
on these and a few other subjects, and the manner and measure. of agreement. 
embodied in the final provisions of the Articles of ~greement amved at by the 
Conference, with special reference to the point of v11;w pr~sented or ~ressed by 
the Indian Delegation on those outstanding matters m whiCh they mterested 
themselves more particularly. 

29. The Purposes or the Fund: Development of Economically Backward 
Countrles.-It has been mentioned. above that the Indian delegates at Atlantic­
City proposed an amendment to the purposes of the. International Monetary 
Fund suggesting the inclusion among them of assistance in the fuller utilisation• 
of the resources 'of economically backward countrie~<. Three alternatives were· 
proposed for Article I (Purposes and Policies of the Fund), Section 2 of the 
Joint Statement which reads: 'to facilitate the expansion and balanced growth 
of international trade and to contribute in this way to the maintenance of a high 
level of employment and real income, which must be a primary objective of 
economic policy.' Of these the alternative proposed by the Indian DelE:gation· 
was the only one recommending any change of substance. It read ae follows: 

'The purposes of the International Monetary Fund are: to facilitate the· 
expansion and balanced growth of international trade, to assist in tile fuller· 
utilisation of the resources of economically underdeveloped countries and to 
contribute thereby to the promotion and maintenance in the world as a whole· 
of a high level of employment and real income which must be the primary 
objectives of economic policy.' The discussi()n on this subject in the Conference· 
accordingly centred on the Indian amendment. 

The discussion on the subject (in Committee 1 on the 4th July forenoon) 
opened with a short speech by Sir Jeremy Raisman who explained that the 
intention underlying the particular emphasis in the Indian amendment on the 
development of the resourcee of economically underdeveloped countries was to· 
bring out more clearly the .content of the prime objectives of economic policy 
in relation to backward agricultuul economies, while the exiRting phraseology 
appeared to connote a more limited application to the conditions of highly in­
dustrialised countries. The proposal had fairly widespread support, to start 
with, amonll the delegates on the grounds that. it furnished a general guiding 
principle for the operation of the Fund and made the des~ription of the primary 
objectives of economic policy more complete. On the other hand, it wae opposed 
on the ground that it went beyond the scope of the Fund and introduce!? 
objectives which wer~ not g~rmane to its main purpose. The Fund aim~d at 
the short-term objective of the maintenance of exchange stability and the pro· 
motion of international trade thereby, while the utilisation of the resources or 
underdeveloped countries was a long-term objective which could not properly be 
achieved through its instrumentality. Sir Shanmukham Chetty, in explaining 
more specifically the justification of the Indian amendment and replyinll" to some 
of the criticism sdvanced against it, pointed out that it was not the aim of the 
Indian Delegation to propose any extension of the scope or obligations of the 
Fund, but that our sole aim was to make more full and more explicit the state­
ment of the primary objectives of economia policy which the authors of the 
Joint Statement had enunciated. lie elaborated this point of view before the 
Drafting Sub-Committee to which the question was referred and explained that 
phrase11 like 'full employment' and 'the maintenance of real income' made 
small appeal to the vast populations of Eastern countries like India and China 
which had yet to attsin certain minimum standards of livin~ before they eonld 
maintain them, and which looked to the development of. their resources rather 
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{than to '!till employment', ordinarily so understood, as ·their ·broad economio 
·,objective. He said that we recognised that the Fund itself could not tfuectly 
,promote the objective but no more could it directly promote the end ·Of -full 
.employment, and either of these aims could only be indirectly fliCilitated by 
..generally keeping them in view in 11he operations of the Fund. After our .point 
·of view had been explained there was general support for the introduction of tbe 
;words 'promotion and' before 'maintenance in the world as a whole of a high 
,level of employment and real income' as also for some reference to the develop· 
.ment of resources and productive powers of all member counmss.. Nevertheless 
rthe changes suggested by the Indian Delegation were unacceptable to the United 
:Kingdom and the United States delegates, as well as to some others, w~o re· 
;garded the objective of levelling up of economically underdeveloped countries 88 
,belonging more appropriately to the functions 9f the other international insti~u­
·tion proposed to be set up, namely the International Dank for Reconstruction 
and De-velopment. The Drafting Committee was guided in its decision 'to ex· 
elude specific reference to the needs o! economically backward countries by the 

,general principle that the declaration of. the pU!'):lOSes and policies of the Fund 
must be in agreement with the real objectives llnd powen cif the Fund as stated 
in the provisions contained in its constitutional document and with the means 
put at its disposal. We were fully cognizant of these considerations, and, our 
-aim, indeed, was to secure a certain weightage in some of the operative provi· 
$ons rE!lating to uae of the 'Fund's resources, ·to the recommendations to members 
-on economic policy, and to quotas and management, on the score of this amend­
ment to the purposes of the Fund. As it was, the proposal went through some 

!further stages of discussion and finally emerged from the special Committee on 
Unsettled Pr.oblems. and Commission I a.s folloW!!:-

'The purposes of the International Monetary Fund are: to facilitate the 
· ·expansion and balanced gr<>wth of international trade, and to contribute thereby 
·to the promotion and maintenance of high levels of empbym~nt and real Income 
'i~nd .to the development of the productive Yesources ()f all lnembers as primary 
<>hjecti..,es of economio policy.' ' 

30. 'Purposes or. the J'und: Convertiblllty of a ·portiOn or Sterling Baiuces. 
~The Indian Delegation had also proposed during the course of deliberations 
of the Agenda Co"!mittee at Atlantic City, sa already mentioned, the addition 
of a new. purpose m the sta.tement o~ pu;poses of the International Monetary 
Fund (Jomt Statement, Article 1}, v1z., to .prolnote lind •facilitate the settle­
ment of lihilormal indebtedness arising out of the war.' The proposal came up 
for. consideration in Co~mite~ 1 on tbe 5th J.uly (forenoon), and Sir Jeremy 
·&•s'!'a~ opened •the discussion. 'He observed that the necessity of assisting 
·the hquidatlon of abnormal war bahmces had ·been recognised in earlier versions 
of the international monetary proposals, but found no mention in the Joint 
.Statement of 'Monetary Experts on the Intern11tional • Monetlll'y Fund. No 
~lanation was forthcoming of the reasons for this omission. '!'here wem .no 

· ~oubt, important considerations which might have led to the exclusion of ;this 
question fro~ the scope o~ th~ Fund's operations •. ani! the Indian delegation did 
'11~ unde~st1mate the sel'lousness ·of the. task wh1ch ·the new monetary .institu. 
t10n proposed 'to be set up would undertake. Nevertheless he found it difficult 
4o ·underatand how \my scheme which purported to regUlate International mone-
1ary l'elations·in oth,e po!tt-war wo~ld .could Ignore so :tundamentaJra pr<~blem. He 
'tlrged that they had also to take mto acc()Unt the extremely important oonsidera· 
<tiona on fihe ·Other 'side, which demanded an earnest attempt to find a eolution 
,of the question from the point of view of a country in India's position. The 
:importance .sti/ached to this question in India was 110 great that it determined 
·targely the pu'btic interest .In, and attitude. towards, ·the 'int.!rnstional mbnetary 
oproposals. Inliia e-Xpected ·to embark, after the war, on a protn'9mme of oonsi· 
·llerable·industriallievelopment and looked to the availability of her large sterling 

• t>alances for the import of capital ·llguipment in the immediate pdst-war years 
tvhen lf;he; Unlt.!d 'Kingdom woulll 'be l!Jrgely en~d •in internal crehabili£ation 

· 11.11d nconstruotion. ·If the ·prdbleth 'Was ·to& ·targe to be tackled 'fullv 'by the 
Fund, the Fund should, nevertheless, provide some partial assistance towards 



14 
' its solution We realised, of course, Sir Jeremy Raisman went on to say, that 

it was perhaps too large a question to be decided by the Committee and would 
have to be referred to the full Commission; nevertheless, we were ·bound to 
point out the vital significance to our economy of some provision for its solution 
in the framework of the monetary fund. The Egyptian delegate wholeheartedly 
supported the resolution moved by the Leader of the Indian Delegation, without 
adducing any additional reasons. . 

The delegate of the United States then explained the attitude of the United 
States on the question. The explanation was brief: it was perfectly--clear to 
them, he said, that the Fund had already as much to do as any human institu­
tion could undertake and to ask it to do more w:>uld strain its resources beyond 
capacity. One of the delegates supporting the United States view remarked that 
the problem of pre-war and war-time indebtedness was too big a problem in 
itself to be dealt with by the Fund. . It involved various questions of funding, 
adjusting and arrangements between the parties concerned and had to be 
treated separately from the machinery of the Fund. The representative of 
France generally alligned himeeif with the previous two speakers. The last to 
speak on the subject was the delegate from the United Kingdom. In their view, 
he said, the operations of the Fund would be water-logged if the large question 
of the liquidation of war indebtedness were to be dealt with through its machi­
nery. This question was, in the view of the United Kingdom Government, 
primarily one for settlement between the creditor and the debtor. . 

In view of the above discussion, the Chairman suggested that the alternative 
containing the Indian proposal might be referred back to the Commission with­
out any decision or recommendation. 

The question came up again in the meeting of Committee 1 on the 7th July 
{afternoon), in connection with the Amendment to the_ Purposes of the Fund 
moved by the Egyptain Delegation, which read as folloy;s:-

'The Purpoees of the International Monetary Fund she.]] be: To assist a 
multilateral clearing of accumulated war balances.' 
The Egyptian delegate in his speech supporting the amendment explained that 
there were three ways by which· a country in the position of Egypt could acquire 
access to the capital resources necessary for the purpose of purchasing imports 
of essential capital goods in the immediate post-war period for reconstruction 
and development:-

{1) Exporting more than importing; , 1 
{2) Allowing conversion of the sterling assets into other currencies; 
{3) Exporting gold. · . · 

. ·.As regards (1), they had tO allow ti~e for conversion of war to peace produc-
- tion and meet the most urgent domestic needs first, and the capacity -to produce 
an ordinary export surplus in this manner was, therefore, limited. ·The transfer· 
contemplated in the seeond alternative would, to eome extent, depend upon the 
success achieved in establishing a fully functioning international trade machi. 
nery. The third alternative, again; had limitations based upon the stocks of 
sold availablP. · 

Mr. A. D. Shroff on b?haif of the I!'-di~n Delegation supported the Egyptian 
amendment. After referrmg to the obJectiOns to the Indian proposal expres d 
on behalf. of the United. S_t~te~ 8nd the United Kingdom delegt~tions, vis., th~t 
the multilateral convertibility of the accumulated sterling balances would ·un­
duly overload the resources of the Fund and that this convertibility was a matt r 
for b~ateral arrangeme_nt b~t~een the parties concerned, Mr. Shroff proceed:d 
to. pomt out that pubhc oprmon and feeling on this question in India was un­
ammous and .extremely strong and unless some method were devised to facili­
tate the solutiOn of what was an extremely important matter for us the ultimate 
attitude of our country towards the International . Monetary Fund would be 
Jargely influenced by the decision of the Conference on this question He 
concluded his Speech (Appendix) as follows:- . ' 

'We ple~d for the assi~t~~ce of the Fund spr~ad over a period of years fu 
secure mult)lateral convertibility of at least a port~on of our foreign balances.· I 
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say this because with tbe long etanding relationship between India and tbe 
United Kingdom and th'l traditional commercial tie& between tbe two countries, 
I take it that a large portion of our sterling balances will ultimately be utilised 
in obtaining capital goods from the United Kingdom. I appreciate and very 
greatly sympathise with the difficulties of the United Kingdom now and in the 

.early post-war period: owing to the unfortunate loss of valuable foreign invest­
ments and, due to other diflicultiee, it is not likely that the United Kingdom 
will be in a position to reach a stage of free convertibility for sterling at an early 
date. On the other htllld, our country is pulsating with hopes and aspirations of 
large scale industrial development to raise the standard of living of four hundred 
millions of our population, We cannot, therefore, be asked to wait indefinitely 
till the United Kingdom has reached a stage when eterling would be freely con­
vertible into other currencies. We therefore want conversion at least of a portioD 
of our balances into other foreign currencies.' 

The delegate from one of the European countries interposed B query aa to 
whether the clearing balances of the occupied countries in Berlin would also Le 
liquidated through the Fund. The United Kingdom delegate in the course of 
his reply to th~ Egyptian and Indian delegates remarked that his GovernmP.n' 
recognised the seriousness of the problem. The reference which had· been 
made by the speakers from India lind Egypt to the Keynes plan was evidence 
that this problem was a matter of anxious consideration to them. They did 
not, however, wish to ask that the business of the Fund should be complicated 
by an attempt to solve this problem. It would be a· great misfortune for the 
Fund if it were to commence its business with a responsibility to liquidate these 
large balances. He, however, repudiated any suggestion that the balances of 
the occupied countries were on the same footing as those held by one membe1 
of the United Nations with another member; in the opinion of the Government 
of the United Kingdom these (sterling) obligations were to be respected in 
accordance with the long tradition of British international finance. 

The United States delegate who spoke next, remarked that he was uware­
of the great seriousness of the problem and the difficulties under which the 
countries concerned were labouring to vitalize their post-war economic life. 
They (the Unitbd States) were S'Omewhat embarrassed by the fact that in 
earlier versions there was some attempt to meet this problem. Their poRition 
in this respect, however, was like thtlt of a young man who published a book 
before he had matured his ideas and who was later called to account for state­
ments not fully considered. These statements (the Keynes and White .P.ans} 
were issued in all good faith for the very purpose of stimulating discussion 1111d 
getting opinions from all over the world. A very careful study had now beeD 
m~de of the ·.vbole subject and it had become perfectly apparent that the 
magnitude of the problem was su0h that it could not be dealt with in the provi­
sions of the Fund. The amount of war indebtedness far exceeded the total (If 
the Fund. This Fund had a modest role, that of facilitating the return of inter­
national trade to normal conditions. It was not in a position to facilitate or 
make a settlement of these very large accumulations. He wished to call atten­
tion to the provisions of the Joint Statement which dealt with capital move· 
ments. It was not intended to prevent capital movements which were met 
out of a member country's own resources of gold and foreign exchange. Re­
cognition was, therehre, givrn in this section to the need for the liquidation of 
pnst indebtedne3s by thiR means and to suggest anything beyond ~hat would 
greatly misle•\d tho world. We had to reconcile ourselves to the fact that ~e 
task before us was not easy and we could not cover all phases of the economic 
problem by means of the Fund. · 

The delegate for France supported the point of view of the representatives 
of the United Kingdom and the United State&. He quoted the instance or 
huge quantities of france issued as liquid assets and due by Germany and_ , 
France and added that they had no inlention to ask the ;Fund to help to collec\ 
that amount from Germany. 
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The •Chairman, in concluding the discussion, :remarked that the amendment 

moved by Egypt was similar to that moved by India. He pointed out that a 
general statement of purpoee ·would not dispose of this problem and -they had to 
<treat of it in dooling with the transactions and the operations of .the Fund. He 
euggested,, therefore, that the Committee report ;the essence of the .discussion 
-~ Commission l. 

Witih a <view to avoiding any pdssible mis'llnderstanding -of the approa~h of 
"the Indinn Delegation towards the question of multilateral convertibility of our 
'9terling balance~ through the Fund, a new revised .amendment to the ·purposes 
~f the Fund w::>s proposed by the 'Delegation and· circulated before ·the roeeting 
· <:Jf the CommissiOn. The ·revised amendment ·was as follows:-

'To facilitate the multilateral settlement of a reasonable · portioll of 'the 
•foreign credit balances accumulated amongst the member countries during the 
•war so aa to promote the purposes xeferred to in subdivision 2, without placing 
111ndue stram on the l'esources of the Fund.' 

. The subject came up before the Commission in its third _meeting on the 
1J.Oth July (forenoon). Mr. Shroff, on behalf of the Indian Delegation, common:!· 
-ing the above &mendment to the Commission, explained ·that we· realise'd· that 
·.a very large proportion of the sterling balances must be liquid~ted through 
direct exports from the United 'Kingdom,. but pointed out that the capacity 
of tbe United Kingdom to supply India's reguirements of copsumer and capital 
,goods would be extremely limited ·during the immediate post-war years and it 
·would assist th~ process of India's industrial development, and thereby the 
flow of international trade, if a reasonable 'proportion of the .sterling balances 

-could be converted into other currencies after the war. The delegate 6f the 
United States reiterated the reasons for their opposition to the 'proposal 'and 
was followed b:"l' Lord lCeynes who made a statement bn ·behalf -of <the llalego.­
'tion of the United Kmgdom, setting iorth clearly ·that the settlement of these 
·debts must be a ·matter between those direatly ~:oncemed and that they did not 
'intend to ask &sbistance in •the matter from the ~nternationdl Monetary }'und, 
which was not meant to deal direotlv with war indebtedness. ·The Fxench 
'Delegation entirely suppGI'ted the position 'taken up by the United States and 
-the United •Kingdom and retPrr~d again ·to •the •huge WBl' •balances acournulated 
'by 6ccupied countries against Germany, in respect of -which they (the French 
·Delegation) wished to make no request ·to the ··Fund. 'In ·sum, •it would •thus 
-appear ·th&t the •Conference objected in principle to the Fund concerning .itself 
'With the ·problem of war-time indebtedness on the grounds of ('1) the magnitude 
·of such indebtedness 'in relation to the size of ·the Fund ; (2) -the difficulties of 
'increasing 'the size of the ·Fund; (S) the •poSsible ·adjustments >to which such in· 
'debtedn~ss might bt' subject through settl&ment directly between the ·parties 
-concerned, and (4) the liroit.cd character of the Fund's operations in its ·late~t 
version. The Indian :proroo;al moved in the Commission's meeting was not 
-seconded and wa~ lost._ It hod, :however, evoked an unambiguous statement of 
·the United Kingdom's position in the matter. 

The speech of Mr. Shroff and the statements on behaff of the United 'St~>tes 
the United Kingdom and the French Delegations are appended. ' 

31. The •Quota&.-Unlike the Xeynes Plan- and tlie different versions of the 
White Plan whi!lh proposed respectively the simple ·ballis of the volume of 
intemation1ll trade anll a multiple basis of .international trade, .national income 
-and fluctuations in .balances of ,payments, for the determination of rtllativd 
iquotas Qf .member .countries, the Joint Statement bv \Experts .issued .in April 
_19M .opl.itted .an;y :r,ef~ence to the question .of .the method ,by which quotas would 
he. fixed. ·The om••s•on was exr>lained by the desire t.o ~void .a decision on such 
>a matter before opportunity had been taken to consult prospective participants,! 
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.though it was clearly recognised by thls, time that any basis for the determin~­
tion of quotas must be complex and must take account of a vanety of cons•· 
derations. 

It might b" .noted at the outset that, given the broad relative distribution 
of quotas, the absolute size of the Fund has been determined principally by 
the desire of the United States to limit her contribution to the resources of 
the Fund to the figure of her quota, viz., 2,750 million United States dollars, 
and all discussion centering upon the absolute size of the Fund was dominated 
by the unwilliugness of the United States Delegation to see the American 
contribution increased. The United States experts took the view that the 
aggregate quotas of all members as laid down in the agreement should be 
adequate to the purposes prescribed for the Fund, which, it is expressly provided 
for, is not int.,nded to provide resources for relief and rehabilitation, or re· 
construction and development, or for financing flights of capital, or for the 
clearing of war-time indebtedness. 

As regards the determination of relative quotas, a satisfactory quota formula, 
it was explained, must give consideration to the multiple functions of the quot.a, 
which are (1) to determine the amount of a country's contribution of resource~ 
to the Fund, {2) to define the normal degree of access by a country to th~ 
foreign exchan'(e pool of the Fund, and (3) to indicate a general measure of the 
economic significance of a country and of its relative voice in the managentent 
of the Fund. Hence factors like (i) national income which is a good index of 
a countr.y's ability to subscribe resources to the Fund, (ii) a country's gold and 
dollar holdings which are the eqmvalent of international purchasing power ~nJ, 
therefore, particularly desirnb:., asRets for the purposes of an international 
monetary institutio.t, and (iii) the magnitude of fluctuations in a countr.v's 
balance of payments as indicated by import and export dnta, are regarded as 
relevant to the determination of quotas. Over and above these, 'the economic 
significance of a country in the world's economy is an intangible fuctor 
impossible to measure even approximatel.v. It depends upon its material out­
put, its foreign trade, its foreign investment, its economic and political stren.~th. 
In the final determination of quotas, allowance should be marle for this t'notor 
b:-; an approximate adjustment in the results ohtnined from the formula wh;ch is 
employed. For this purpose it is suggested that an amount equal to 10 per 
cent. of the aggregate quotas should be reserved 'to incrense the quoins of any 
countries whose quotas as <letermined by application of the formu'n seem in­
adequate', the formula giving the crude quota. as being the sum of ~he follow­
ing quantities:-

(a) 2 per cent. of the national income of 1939; 
(b' 5 per cent. of the holdings of gold IIDd gold convertible exchange as at 

January 1944; 
(c) 10 per Ct·nt. of average annual imports 1934-38 inclusive; 
(d) 10 per cent. of maximum variation in annual exports 1!l34-38 inclusive. 

As part of the formula, however, it is also sur:gested that the total so neter-
mined · be increased for ench country by the percenta~e ratio of its avcrn~e 
annual exports (1934-38) to its national income, so as to give 'special considera­
tion, in this way, to those countries whose nntional income is pnrticnlnrlv 
affected by international trnde': in other words, the degree of a countrv;s 
dependence on intemntional trnde is reco.,ised as 11 fnctor relevnnt to ihe 
measure of its participation in the affairs of the international monetarv institu­
tion. In the aetna! statistirnl treatment of the elements in the form~la, how­
ever, this last stage has heen combined with adjustments in consequence of 
the intnngihle factor of 'economic si'!Tlificance' referred to above, and the 
precise determination of the Final result is not directly traceable to the terms 
of a definite formula. 

• Tho question of the rrnota was the lost of the important and contentiom 
JSSUN to 00 taken up by the Conference. This was perhaps partly because of' 
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the diffi.~•tlty of arrivillg. a~ an agreem~nt. among the biggest quot~ co~t~es 
following the increase proposed by Russta ·m her quota fro~ \100 .to 1,~00 rmll1on 
dollars, which al~o required some posstble adjustments m. the 9.uotas of other 
countries. Iu was probably due also in ]Jart· to the consideration that. 1t was 
inad 1isable to allow ud;uHtments and changes to be proposed, and made ~ open 
conference in this matter, after any fundamental accord arrived at outstde the 
Conferen~e. i..1 view of thil interminable difficulties of such a procedure. Con.8e­
quently all activitv towards influencing the decision on quotas took place behmd 
the scenes of the Conference sessions. The day befora the entire quota hst wbs 
announced ir•. a meeting of Commission I on July 15, the quotas of individual 
countries war~ communicated to the lenders and representatives of many of the 
delegations in ~peci"l meetings with the Secretary of the United States' 
Treasury, MI.\ Henry Morgenthau, Chairman of the Conference. 

The Indhn Delegation met ll!r. Henry Morgentbau on Friday. the 14th 
July, at 3.10 P.M. Mr. Morgenthau announced the figure of the Indian quota 
as 400 million dollars, out cf aggregatt• quotas of 8,800 million dollars !or ull th.e 
forty-four countries represented at the Conference. Mr. Harry White explained 
that they had, to start with, applied an economic formula but had made u"ccs­
sary adjustmE:nts in the determination of final quotas to allow for the general 
(economic and poEtican significance of a country, which could not be quantitat­
ively represented by the exact terms of a formula, apart from the fact that. essen­
tial data were not nv:;.ilablL for certain countries. Substantively, the Indian 
·quota, in the Americ~m view wa.q based on due recognition of India's economic 
significanr.e. 

Another stage befo1e th" announcement of the quot.as was the setting up of 
a Quota Committee consisting of representatives of Belgium, Brazil, Cnnnda, 
China, Cuba, Czechoslovakia, Egypt, the French Delegation, India, Mexico, 
New Zealand, Norway, th~ United Kingdom, Union of Soviet Socialist Republics 
and the United States (Chairman). The Committee which met immediately 
before the session of the Commission, recommended the quotas of forty-four 
nations totalling 8,1'00 million dollars (given as Schedule A to the Articles of 
Agreement) with reservations by China, Egypt, the French Delegation, Tnni.l 
and New Zealand. 'file Delegate of the United States, in moving the adoption 
-of th~ Quota Committee's report in the meeting of Commission I on .July 15, 
explamed that the early hop~s of finding an objective scal-e for the fixation of 
quot:.s had not bee11 realised and that the circumstances of d;fferent countries' 
varied so widely that the consideration of many factors had been necessary. 
He state~ ~hat the original schedule baEed on an arzg-regate of 8 billion clnlhrs 
for the ongmal membersh>p hud been incrEased to A,800 million dollars. Fifteen 
!"'u?tries had_pnrticipat;d in the work of the Committee on quotas and five tod 
md1cated their reservatiOn; their task had been difficult but anv errors which 
may hav,, occurrecl in the final determinstion were not of inten"tion but were 
the result of the complexity of th~ problem. . ' 

After exte'_ld~d discussion ~h" Commission voted to approve the report of the 
Quota Committee. Reserv~tiOns werP made or reconsideration was asked for 
by the dele~~tes of Australia, China, Egypt, Ethiopia, the French Delee-Ation, 
Greece, Ind1a, Iran, N~w Zealand and Yu11oslavia. The Delegate of the Ncth·•r­
lnnds recorded his underEtanding that acceptance of a qn0 t,a did not imply ac­
ceptanr•e of any fe>rmula ~n which it may have been bns~d. 

Sir Jeremy R~isman on ~ehalf of the Indian Delegation observed: 'I must, 
say a few words .m explonat10n of the fact that it hos been necessnrv for us to 
mnke. a reservatio~ on behalf of India. The Delegation from India is fullv 
consciOus of tLa difficulties thnt hnd to be tackled in handlin" this I" • ·d 
J'""~blo At th t" th . " comp ICn,,p . - · ~. · " same 1me ey are aware of the stronR" feeling thnt prevails 
tn their country thnt her economic importance shouP he d 1 · d · · t t" 1 · • . . " u v recog-mse m nn:v m em a 1 m• econom1c mshtuhon of this chnrncter It · · t 1 · · 
<Jf I d" 's · 1 f h · I" no on v a question 
I 

.. n !a SI~e, nor a one o er population, but that on purelv econ.omic 'eri.teria 
ntti'l IS an nroportant part of the world nnd will be · · 

r Grl in the • I d" . an even more ImJ>ortnnt 
·: • yearR. w come. n IB IS not disposed to nrgue obont the absolute 

fliZd Jf the quota m the manner in which some other countries might wish to dG. 
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She is more C<Jncemrd about her relative position among the countries that form 
the general set-up of the Fund. India feels that if due regard is given to her 
.economic hnportauco, there should be no danger of her failing to acquire a due 
t~hare in tho councils of lhe institution. She recognises that other considera­
tions mil;' havo been BI·Plied in the determination of the final quotas in the case 
of certain ~ountrics but feels that this procedure should not result in such a 
distorti 1'1 of t'te ~:conomic merits of thll case. In conclusion, I have to express 
my agreement with the representative of the Netherlands that it is not only a 
qmstion of the quota but iL is the arrangements relating to the management of 
the Fund that are our concern.' 

32. Executive Direct.orate of the Fund.-W e now tum to a brief review of 
the general course of discussions on the arrangements in connection with the 
management of the l•'und and the question of the executive directorate. These 
questions were dealt with by Committee 3 before the Commission took them up, 
and the Indi>l!l Dclegatio!l was represented on that Committee by Sir Chintaii18D 
Deshmukn. 

It may be rueution~d at the outset that a decision ou the question of the com­
position of the executive body wns twice sought to be obtained, first in the 
CommittHA and Iuter in th~ Commission, before the quotas were announced. 
On'both ocr.asions the Indian Delegation raised a point of procedure, i.B., whe­
ther it would be of uny &dvantage to discuss the arrangements for the consti­
tution of the executh·e directorate be;ore the position in regard to quotas, which 
had a fundnrn~ntal bearing on the former, was known. On both occasions the 
obje,tion of the Ind;an DelEgation against reversing what they represented was 
the normal order of d~uling with the subjects had general support and was ac­
cepted by tho Chnir. The Oisrussion of this question was accordingly taken up 
after th~ quotas had been i>nnounced. . 

· The Joint Statemcmt by Experts contaiMd the following provision relating to 
the Management of the fund: 'The Fund ehall be governed by a board on . 
which ench member wi& be represented, and by an executive committee. 1'he 
executiv" committee will con~ist of at least nine members including the repre­
sentatives of the five countries with the largest quotas.' The provisions finally 
agreed upon (t) increased the number of execut1ve directors to not less than 
twelve, of whom five shall be appointed by the. five members having the largest 
quotas; (2) re>erred two executive directorships !or election by the American 
Republic•; an•l (3) provider! for the representation on the Fund's Directorste 
after two yeal"il of the :F'und "s functioning, of the two larg~t creditor countries 
<ln curr.,ut account, if .not already represented thereon. 

The meas•1re of interc•t shown in the pro·l"isions r.lating to the Executiw 
Diractorate anJ allied mattem is indicated by the fact that as many as eleven 
alternative proposals, or fonn• of proposals, were r,re6ented on this subject; to 
some extent, of course, this resulted from the fact that the text o! the Joint 
Statement only made a bnr., reference to the framework of the executive body 
nnd did not include full provision for many incidental matters. One of the 
alternative proposals which fell through was made by the Indian Delegation sug­
gesting the appoiutm~nt of six out of twelve executive directors by the ~ix 
members ·having the largest quotas. Another alternative which was rejected 
was proposed by the Eg:vptinn Delegation recommending the reservation of one 
seat for 'cm'mtries of the Miilclle Enst', this expression being not defined. Cuba, 
a member of the American RPruhlics. moved in the meeting .of the Commiosbn 
on July 15, the adoption of the alternative providing for the reservation of two 
sent~ for. t_loc Reruhlics (in a?<l.ition t? a ~umber of other matters) which had 
th~ 1mrhc1t anproval of the h1g five haVlng the largest quotas. The Indian 
Dele!!•ti•m wi•hd at thi• stage to move their amendment increasing the number 
of automnti,.nllv ar!"oiuttd directors to six, instead of five. The Chairman 
hO\teve·. rnleil thnt f11e mnin proproition before the Commisoion would be tnke~ 
nn firot Rnd only if it were rejectPd, wonld the amendments be put to vof*>. 
Sine• tb~ propo•~l of the Cu_bnn Delegati?n was accepted, the alternative pro­
posed by the Ind1an Delegat10n was cons1dered as automatically lost. 
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We propo,;e to rP.fer hercl to the prospects of India in regard to membership­

of the Bxecutive Directorate as they are affected b~ her relat1_ve quota ~nd the 
rulds relating to election of Executive Directors lo1d down m the _Articles of 
Agreement. The total number of votes of forty-four member countr~es accord­
ing to Schedule A of the Articles· are 88,000 (one vote for every 100,000 dollars 
of the quotas) plus 11,000 (250 votes for each country), i.e., 99,000. Of these, 
th~ number of votes of the five countries with the largest quotas which are 
entitled to appoint one executive director each, viz., the United States, the 
United IGnadom th,• Union of Scviet Socialist Republics, China and France are 
62,500 plus 

0
1,250, i.e., 63,750. Again, the number of votes of twenty American 

. Republi,,s (including Phillipine Commonwealth) is 5045 plus 5000 (250 .x 20). 
i.e., 10,045. These two categories, therefore, make a total of 73,795 votes for 
seven execudve directors, leaving a total of 25.205 votes to be cast (by 19-
countrie•) for the fiv,, el~ctive exerutive directors of which the number of Indian 
votes is 4250 or 16 llG per cent. 1'he average number of votes available for each 
elective.executive director is 5041. A procedure of one or more ballots is pres­
cribed to ensure that no "<'O~s are wasted, in the sense of being cast for persons­
who are not elected. w;d that all votes are cast for one or other of the elected· 
directors. No person who reeeived less than nineteen per cent. of the total 
number of votes that can be cast (eligible votes), viz., 4,789 according to the 
present Schedule A, shall be considered elected, the excess of votes cast for an 
elected person above twenty per cent. viz., 5041, being redistributed in a sub­
sequent ballot-without, however, splitting up the votes of any country-to 
bther person<. Eueh time the person obtaining the lowest numbe:r of votes, if 
five persons are not elected, is eliminated provided that after four persons are 
elected, the fifth may le elected by a simple majority of the remaining votes 
(and shall b~ deemed to have been elected by all such votes). _ · 

W ~ may f,,r the purpose of demonstration proceed on the least favourable 
asaumption (without regard tG probability) that no other country votes for India 
in any ballot. No cmweivable permutation or grouping of countries will avoid 
a certain numher of votes bPing wasted in the limited sense of increasing the 
total votes cast for a per,,on above nineteen per cent., and the aggregate of 799 
votes in excess of 19,156 viz., the minimum number of votes required for four 
elective directors nt 19 per cenL. (the total number of votes of the 18 countries 
other thnn India is 20,955 = 19,156 plus 799) will for the most part be used up 
in the 'excess' votes cast for the four elected directors. II on an avera!'(e nearly 
21 per cent. of the votes are cast for each person, there will be no other votes 
exc~yot India's left over nft.er four persons have been elected. On the least 
favourable assumption made above, therefore, the election of India to the exe­
cutive directorate under the present rules and the present distribution of quotas 
is assured. . 

There will ·be one difference, however, between the elected and appointed or 
permanent members. As mentioned in the summary of provisions given in the 
last chapter, initially at least forty per rent. of the holdings of the Fund of !(old 
and assets other thon a member's own cu;rency shall be held in the depositories 
designated by the four members with the next largest quota., after the United 
Stat•• (which shall designate a depository for at least fifty per cent. of the 
Fund's holilings\. The Fund may, however, hold such assets in other designated 
depositori.~s sP!ected by it. 

One of the provisions included in the Final Act which was actively supported 
by t.he Indonn Delep-ation, wa~ that the Executive Directors should (reRide a~ 
ai:td) function in rolttiuuous session at the principal office of the Fund. We felt 
that 'a conn try ~u"h ."" India. situated at snch ~ distn~~e fro""! the principnl 
office of" the Fu~. m1ght be excluded from effective part1mpatwn m the counsels 
of the Fun.!, 11niPss th~ Executive Directors were available on the spot for regu­
lar ronsnltation and decision, and that that was the only means of preventing 
undu~ concentrntion of •II executive powers in the single hands of the lVfall!l~­
ing Diree~or which mi~ht be extremely dangerous having reg"rd to the natun 
.. nd burde':' of respon~ibility involved.. This position was !!Cnerally accepted by 
the Comm1ttpe · · -
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Another provlSlon relating to the staff which was adopted at the instance 

-of the Indian Delegation, supported by the United Kingdom Delegation, waa 
,tha~ in appointing the staff the Managing Director should pay due regard to ~he 

· .importance of recruiting personnel on as wide a geographical basis as possible. 

33. Par Values of Currencies.-The discussion on changes in the par values 
of currencies prought out the importance of discovering a proper mean between 
the ends of exchange stability and elasticity or of rigidity and tlexibility of 
exchange rates. On this subject, the Joinb Statement provided that changes 
in the par value of a member's currency should be made by the Fund only with 
the approval of a member country, and ordinarily on the latter's proposal, for 
the correction of a fundamental disequilibrium; that the Fund should not take 
·exception to the domestic, social !tlld political policies of the country applying 
for a change in the exchange value of its currency, and should take into consi­
deration the extreme uncertainties prevailing at the time of the original fixation 
of currency parties. Furthermore, '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 establishment of the .Fund does not 
exceed 10 per cent. In the case of application for a further change not covered 
by the abov~ und not exceeding 10 per cent., the :Fund shall give its decision 
within two days of receiving the application if the applicant so requests.' lt 
was, however; felt by many countries that these provisions did not e;o iu 
enough to provide the requisite degree of exchange flexibility. ~he l;nited 
Kingdom delegation put forward an alternative provision which was adopted 
in. substance which makes possible changes in exchange rates to any extenb 
without the concurrence of the Fund and with only the obligation on the parb 
of a member country to consult with the Fund, hut ~ave the l''und power to 
declare a member ineligible to use its resources without compelling its imme­
diate withdruwul from the system. The representative of the United Kingdom 
explained that the only safeguard which the draft of the I<'und proposals in 
the Joint Statement by Experts offered in case of a difference of opinion between 
a member and the Fund was withdrawal by the member from the Fund. With­
drawal by a large participant might, however, be an extremely embarrassing 
step and it was as well, therefore, that some intermediate position should be 
created in which it would be possible to prevent a member from using tho 
resources of the Fund without its having to withdraw from the organisation. 
The general aim was to provide a more workable structure and flexible frame­
work than the crude system of outright expulsion under the original proposals. 
Certain countries made it clear beyond any doubt thnt they regarded the mea­
~ure of exchange flexibility provided for in the alternative proposed as absolutely 
es•entinl to enable them to adhere to any such organisation as the Fund. They 
referred to the experience of the 'thirties' when depreciation became inevitable 
in order to alleviate economic distress and for the avoidance of grave internal 
disordel'8. The Unit>d Stat~s delegates appreciated the political character of 
this problem having regard to the importance attached by countries to national 
sovereignty in the fundamental matter of the external value of their currency. 
On the other hand, some other countries pleaded for a greater degree of exchange 
t!tability. The matter wns referred to the Commission and aft.!r being consi­
dered again by the Specinl Committee the followint( provisions were adopted 
ana appear in the Articles of Agreement of the Fund:_; 

IV 5. (a) A member shall not propose a. chnn<:e in the par value of :ts 
currency except to correct a fundamental disequilibrium. 

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

(c) When a change is. proposed, the Fund shall first tnke into account the 
-changes, if any, which have already taken place in the i_nitial pnr .value of th9 
'll'lember's currency as determined under Article XX, SectiOn 4. If the proposed 
change, together with all previous changes, whether increases or decreases, 
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(i) does not exceed ten per cent. of the initial par value, the Fund shalf 
raise no objection, 
. (ii) does not exceed a further ten per cent. of the initial par value, the Fund' 
may either concur or object, but shall declare its attitude within seventy-two 
hours if the member so requests, 

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

(d) Uniform changes in par values made under Section 7 of thi's Article shall 
not be taken into account in detennining whether a proposed ~hange falls :within 
(i), (ii), or (iii) of (c) above. 

(e) A member may change the par value of its currency without the con­
currence of the Fund if the change does not affect the interpational trans­
actions of members of the Fund. 

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

A word of explanation appears necessary in regard to sub-section (e) above. 
This was incornomi~d in accordance with the wishes of the Union of Soviet 
Socialist Republic Delegation who explained that all their foreign trade was 
conducted in foreign currencies and payment was made and received in forei;;u 
currencies; their foreign trade was transacted on the basis of toe prices of the 
international market expressed in foreign exchange and the internal level of 
prices did not affect the external prices of goods sold by the Soviet Unjon and 
th,;refore their international transactions. Accordingly, changes in the external 
parity of the Soviet currency could not affect the amounts of her exports and 
inaports or her international transactions and could not therefore be reg•rd~d 
M competitive exchange depreciation (or appreciation); they only •ervad an 
internal book-keeping purpose. 

34. Uniform Changes in par values of currencies.-The question of uniform 
changes in the gold values of all currencies was the subject of a somewhe.t 
lengthy debate. It will be recalled that the Keynes Plnn provided for a change 
in the gold value of 'Bancor' ,-the proposed international currency unit, by 
means of a four-fifths mnjority, while the original United States Treasury Plan 
contained no corresponding provision as regards the proposed new unit of acco.mti 
the 'Unitas.' Such a provision was, however, inserted in the Joint Statement 
in the following terms :-

'Article IV-Section 5. An agreed uniform change may be made in the 
gold value of member curr,;ncies provided that each member country having 10 
per cent. or more of the aggregate quotas approves.' 

The alternative sponsored by the United Kingdom and the United Stutes 
D~legations in the Conference proposed that the Fund may make uniform pro· 
portionate changes by majority vote (vi•., by majority of voting power) in the pal' 
values of the currencies of all the members, provided each such change is 
approved by every country which has 10 per cent. or more of the al!gregate 
quotas (i.e., the United States, the United Kin~dom and Russia according to 
the prasent quot11s). ·The g,;neral justification for some provision for nlrering 
tht3 gold value of all currencies together under an interna tiona! monetary system 
is, of course, obvious from the history of the 'thirties' when this question was 
decided in practice through a process of trial and error and unilateral currency 
depreciation by different countries at different times, resulting in grave injury 
tn trade. production and employment everywhere. The aim of such a provisinn 
IV<Jul~ be to entrust to an international institution the task of determinin& the 
relation between gold and currencies as a whole from the point of view of world 
welfare, and there was no difference of opinion as regards its desirability in 
general. The formula proposed for effecting a umform change, however, implied' 
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~t su~h a change could_ be .wade at the option of the thiee largest members. 
This raised strong opposition on the part of the small countries. An amendment 
was m?ved to the etfect that the support of a majority of the number of membsr 
countrzes should be required for a change in the gold value of all currencies as 
well as a majority of the voting power and the votes of members with ;10 per 
cent. or more of the quota. It was argued in support of this amendment that 
a change of this fundamental character should not be left to be made with 
the ap{'r?v~l only of the largest countries but should be made with the approval 
of a maJonty of the member countries of the }'und. A compromise proposal 
suggested that the support of at least one-third of the number of member 
countries should b~ req~ired over and above a majority of voting powar and tht> 
approval of countries With 10 per cent. or more of the total quota. This pro· 
posal appeared to have a considerable measure of support at the time that it was 
presented but no definite agreement was forthcomina and the question was 
re~erred to the Special Committee; the proposal which 

0

emerged from that Com­
mttt_ee and was accepted by the Commission made an attempt to meet the point 
of VIew of the small countries by adding a proviso to the section as follows:-

·~~e ~ar v!'lu_e of a currency shall, however, not be changed under this 
provisiOn 1f, w1thm 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 chanrled by 
such action. ' co 

35. Range of Variation of 'Exchange Rates.-A matter of some importance 
was the determination under the Fund scheme of substitutes for the old 'gold 
points' or the range between which .exchange rates would be allowed to 
fluctuate without the Fund's intervention. Three sections of tlv.l Joint 
Statement made a reference to this subject in the following terms:-

' Article IV. . ........ all transaction9 in member currencies shalt be at rates 
within an agreed percentage of parity;' 'IX. Obligations of Member 
Countries. 1. Not to buy gold at a price which exceeded th~ agreed 
parity of its currency by more than a prescribed marg'n and not to sell 
gold at a price which falls below the agreed parity by more than· a prescribed 
Jllargin; 2. Not to allow exchange transactions in its market in currencies of 
other members at rates outside a prescribed range based on the agreed parities.' 

Two issues were involved in a decision on this subject: In the first place, 
should the Fund prescribe only the maximum permissible limits of variation 
from parity, leavina the individual countries free to d9termine separately for 
themselves the ra;ge of their exchange rates within the maximum limits m 
should tbe Fund determine the precise degree of fluctuations allowed for member 
countries' exchanae rates within the maximum spread? ·In the latter case, 
should the Fund prescribe the limits of exchange variation separately in respect 
of each currency against every otber currency, taking into account the relevaut 
factors of distance between countries, the time taken in, and costs of trans­
mission of, trade bills, etc? As soon as the issues were thus stated and became 
sufficiently clear, it was decided that the Fund could only lay down a general 
maximum margin for changes in exchange rates, and indhidual countries might 
be left free to regulate the variations of their exchanges within the prescribed 
over-all limits. The special position of forward transactions and the need of a 
furthet margin for them in relation ~o spot transactions was also recognised. 
The relevant provisions incorporated in the Final Act are as follows:-

Article IV. Section 2. Gold purchase based on par values.-The Fund 
shall prescribed 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 tbe 
prescribed margin, or sell gold at a price below par value minus the preecribed 
margin . 

.'Section S. Foreign exchange dealings based on parity.-The maximum and 
minimum rates for excbange transactions between the carrencies of members 
taking place within their territories shall not differ from their parity, (i) in tiM 
ease of spot exchange transactions, by more than 1 per cent., and (ii) in the 
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case of other exchbnge transactions, by a margin which exceeds the margin for 

spot exchange transactions by more than the Fund consid~fS reasonable.' 
A second question which called for decision in this connec~ion related to the 

character and measure of responsibility of the member countrieS to. ensure t~at 
the provisions of the Agreement in this matter were enforced in their temton.es. 
The precise n:lture of the problem presented is made clear by the followmg 
provisions proposed under one of the alternatives: 

'Each member undertakes, through appropriate measuree authorised under 
this Agreement, not to permit within its jurisdiction an appreciation or 
depreciation of the exchange value of its own currency in terms of gold ~eyo~d 
the range prescribed under (a) above. A member whose monetary uutbor1t1es m 
fuct freely buy and sell gold within the prescribed range, to settle international 
transactions, shall be deemed to be fulfilling this undertaking. 

Exchange transactions in the territory of one member involving the currency 
of any other member, which evade or avoid the exchange regnlations prescribed 
by that other member and authorised by this Agreement, shall be an offence in 

the territory of all members.' 
It was pointed out during the discussion on these proposed clauses, in which 

the Indian Delegation participated, that where a country imposed exchange 
regulations, it should he responsible for enforcing them and not the country 
where the transactions took place; for the liability of transactions completed in 
rood faith to be made an offence, through a violation of the exchange regnla­
tions of any other member country, might seriously disturb trade. It was, 
however, explained by the United States Delegation that the intention of the 
proposed additions to the text of the Agreement was only to ensure reasonable 
co-operation of member countries with one another in the reciprocal observance 
d their exchange regulations. The following provisions were accordingly 
incorporated in the final Articles of Agreement: 

Artiole IV. Section 4(b). Each member undertakes, through appropriate 
measures consistent with this Agreement, to permit within its territories 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 
monetnr.v 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 b3 deemed to be fulfilling this undertaking .. 

Article VIII. Section 2(b). Exchange contracts which involve the currency 
of any member and which are contrary to the exchange control regnlations of 
that member maintained or imposed consistently with this Agreement shnll be 
unenforce•ble in thq 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 re~ulotions are consistent with this Agreement. 

36. Ra~e of Utilisation O'f Quotas and Waiver of Oondltions.-Another subjecli 
of so~e lively controversy related to the rate at which the quotas of member 
countr1es should be allowed to be used up. One of the conditions on which 
&ccordinf( to the Joint Statement b.Y Experts, a member should be entitled t~ 
buy another member's currency from the Fund in exchange for its own currency, 
wns thnt the Fund's totnl holdini?J' of the currency offered (after having been 
restor;d, if below that fi!(ure, to 75 per cent. of the member's quota) had not 
been. mcreased by more than 25 per cent. of the member's quota during the 
prev1ous twelve months and did not exceed 200 per cent. of the quota; it was 
however,. nd~ed that the _Fund might in itA discretion and on terms which safe~ 
guarded 1ts mterests _wmve the above ·condition. Broadly, two alternative 
~ropo•.nl_s were made m respect of this provision, both having the effect of 
l•oornl1smg the extent and range of the draft by a member on tlie resources of 
the Fund. qne nltP.mative sn~gested that 33 1/3 per cent. be substituted •for 
~5 per ce~t. 10 the above condition so that a member could draw upon its quota 
tn lnr~er mstnlments or at a quicker rate when required. The other alternative 
proposed that the total holdings of the Fund in the currency of a member 
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<lOun~ry ini~iating the purchase shall not exceed 125 per cent. of .the quota in 
.. the first,_loO per cent. of the quota in the second, 175 per cent. of the quota 
~ the third year of the operations of the l!'und in thst particular currency and 
200 :per cent. thereafter. The effect of this provision would be that if a member 

refra:ned from using its quota during the first one or two or three years it Jould 
·tr~w upon the quota to the extent of 50 and 75 per cent. in the second and 

urd years and 100 _per cent. in the fourth year and in every year thereafter. 
It_ w~uld make possible. the. building up of idle balances by admitting the 
pnnC!ple of carry-over _1mplied in the formula. The proposal was &Ul·ported 
?n the ground th~t certalll countries required much greater latitude and ela;ticity 
m ~ll~ use of t~ell quota owing t<;> the extreme seasonal disturbances, the large 
Variations of priCes and the seventy of incidence of the business cycle in their 
ease, and the consequently wider amplitude of fluctuations of their balance9 of 
payments; th,l -..:aiver clause was not an altoaether satisfactory way of meeting 
:this kind of situation. Also the :F'und had ; safeguard against abuse of these 
comparatively liberal provisions in the right to make recommendatione to a 
country regarding the proper use of its resources and to declare a member 
country inelig:ble for· access to the Fund if its recommendations were not 
.accepted. On the other hand, it was argued that the Fund had discretion to 
give larger advances wherever necessary, that its discretionary powers in this 
respect should be sufficient in most circumstonces, that the limitation of a 
-draft on quotas to the mmrimum extent of 25 per cent. every year was •lesir­
able and necessary and, indeed. that the policy of conservation of resources and 

<lf building up the reputation and credit of th<> Fund was in the collective 
interest of the debtor countries themselves. If the Fund were too liberal in 
disbursing funds, the debtor countries which wer<> late in claiming assistance 
might find the resources of inaportant and vital currencies exhausted by the 
~demands of those who were nt the head of the queue. It was, however, recog­
r;tsed that due regard should be paid to the exceptional circumstances of certain 
countries maldng requests for a<lvances, arising out of the conditions of their 
trade and balance of payments. Accordingly, in the final provisions incorpora'ed 
in the Articles of Agreement a proviso was inserted in the •ection regarding the 
waiver of conditions empowering the Fund to waive the prescribed terms 
'especially in the case of members with a record of avoiding larg-~ or continuoue 
use of the Fund'~ t•esm~rceo'; also, 'in making a waiver it (the Fund) shall take 
into consideration periodic or exceptional requirements of the member requesting 
fhe waiver .. ' 

37. Repurchase by a member o! its currency held by the Fund.-A provision 
of some interest is contained in Article V, Section 7(b) relating to repurchase by 
a member of its currency held by the Fund, sub-section (b) (ii) being of parti· 
c11lar significance to countries which conduct o large proportion of their foreign 
trade in terms of foreign currencies such as the sterling or dollar and which 
maintain their foreign exchange balances in these currencies. 

_ The problem which the~e provi~ions are inten?ed t? solve. is th's. Cur;en· 
c1es like the dollar and sterlmg are Important med1a of mtematJonal transact1ons 
and are custo!ll.ll'il'f employed in settlement of contracts over n wide field of 
trade in preference to many national currencies and it is not the aim . of the 
l!'und Agreement to undermine the use of the major world currenries in inter­
nat:onal· trade. Now under the general mechanism of the Fund it would be 
unobjectionable for a country (sn.v Jndin) to build up dollar bnlances if it hnd a 
surplus balance of pavments with the United States (and B favourable balance 
of payments on thA .;.hole) since no drnft on the do1lnr resources of the Fund 
or of other countries is involved hy this means. Nor is there any ohjection 
from the po:nt of view of the Fund if a countr:v acquires dollars in trnde with a 
third country (viz., countrv other than the United Stntes) ani! utilises them 
to make pm1ment. (i) iTJ t.hA Uniteil Rtntes, or (ii) in other cnuntrieo: in the 
two cases the use of the dollars avoids respectively a drain on the Fund '• re­
sources of dollars or the use of other resources of the F1md. But if a country 
acquires dollars . from countries other thnn the United States (viz., third 
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countries) and builds up dollar balances, its lavourabl_e balance of payments­
would have drained doliar resources from other _countnes ?r from. the. F_und . 
In such a case, the use of the dollar as an. ordmary _me~mm of mternatio~al 
payments might indirectly result in the Amencan contnbu~10n to the Fund (v••· 
dollars in tlM Fund) b-eing druwn upon to finance th? defimt of one. country (;ay 
Brazil) in her trade w:th a third country (say In~1a), and to n_ss1st the latter­
to accumulate idle dollar reserves. It was felt des1rable that th1s result should 
be generally avoided by securing in substance that the :Fund's holdings of a 
country's currency are used to meet its favourable balance of pay_~ents. or the 
final liabilities of other countries to it through the repurchase prOVISions m sub· 
section 7(b )(i). The fullest use of the holdings of a country's currency with the_ 
Fund can, however, only be ensured if the repurchase provisions a~e extended: 
to cover the entire increment of dollars (or other ·currency) resvltm~ from. a 
country's favourable balance of payments in dollars (or other currenc•;sJ. w1th 
countries other than the United States (or other relevant country) and 1t rs the 
aim of sub-section 7(b)(i.i) to secure this. The cond:tions stated in sub-section 
(c), however, limit the scope of these provisions so that they shall not be useil 
either to deplete a country's monetary reserves or its currency holdings witll­
the Fund below certain substant:al limits (75 per cent. of the quota) or to 
require the surrender to the Fund of currencies of which the Fund already bad' 
a relatively substantial holding (75. per cent. of the quota). 

The broad objective of these provisions, therefore, is to safeguard, within 
certain limits and up to a defined extent, the resources of the Fund. a.~ainst 
being diverted to the accumulation of idle balances of foreign exchange, without 
interfering directly with the free use of the major currencies for financing th"" 
fiow of current international trade. 

38. The Scale and System of Charges.-The charges {o be levied on mem­
bers on the holdings of their currency with the Fund in excess of the quota, i.e., 
for purchasing foreign exchange from the Fund, was another question which dis­
closed sharp dlfferencee of points of view in the Committee. 

It was explained in support of the level and the scheme of charges that in 
practice there would be a continuing trend for the Fund's holdings of currencies 
in stront demand to decrease, anti of those in light demand to increase, and· 
that it was very desirable to ensure that the countries selling currencies to the 
Fund should have sufficient inducement to repurchase them so that the balance 
and strength of the system might be maintained. The provisions of the Fund 
had to contain adequate safeguards against .undue and excessive resort to its 
facilities and against short-term borrowing being converted into long term loans; 
for, unless the operations of the Fund were conducted on a sound hus;ness has's 
it would run into trouble and the weak debtor counhies which took objection to 
the high rates of charges w~uld be the principal sufferers in consequence. On 
the other hand, it was argued that the Fund was not a profit-making organisa­
tion, that it did not need to collect large reserves and that the limitation of the 
use of its facilities was amply safeguarded by the various provisions under which 
a member country rould be declared ineligible to use the resources of the Fund 
in the event of abuse. The description of the rates as originally presented ns 
minimum rates, wa9 also the subject of criticism, and the countries which feared 
the application of still higher rates against them pressed for some fixation of 
maximum rates or the conversion of the proposed minimum rates into normal 
rates to be levied uniformly in respect of all countries. Reference was also made 
during the discussion on charges, in which the Indian Delegation took part, to 
the bearing of tariff policy on the smooth functioning of the Fund. It was 
·pointed out in particular that unless the United States altered its tariff policy 
and became a great importing as well as exporting country, the efforts of other 
countries to set their house in order would only lead to restriction; the scheme 
of charges proposed placed the entire burden of adju~ment on the debtor, 
whereas, if the objective of expansion was to be attained, there was as strong 
a case for penalising the c~untries whose currencies grew scarce as for penalising 
those who116 currencies accumulated with the Fund. Altogether, many shades 
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of difference of opinion were heard in, the Committee and it. was agreed to report. 
these to the Commission. 

At the very outset ?f the o:msideration of the question in the Commission, 
one of the. deleg~tes reiterated the objections to the very principle of the· 
cb~rges bemg lev~ed exclusively on the debtor countries and suggested the appli­
catiOn of some kind of penalty against the creditor as well, declaring that the 
proposals in their existing form were contrary to the purposes of the .Fund. 
The delegate of the United States observed during his reply that the aim of 
the Fund was to stabilise currencies and unless some deterrents were placed on 
overdrafts the Fund would get out of balance. He explained that in their view 
~he :ates were very moderate and the United States did not propose to give up 
Its right to ad:>pt such rates as it thought fit to adopt; that they regarded the 
rates as absolutely necessary in the interests of the functionina of the Fund; 
~nd, indeed, that without acceptance of the principle of charg~s and increase 
m them according to the period of overdraft, the United States Delegation could 
~ot g:> ahead with the Fund. The United Kingdom delegate generally suprort· 
mg the stand taken up by the United States Delegation, remarked that the phn·· 
ciple of the. charges seemed to them reasonable and necessary and, so far as 
could be humanly foreseen, the scale proposed was appropriate. Their sole· 
ruserv~tion applied to the lack of symmetry in the provision for changes in the 
scale m the Uniteil States proposals, according to which the rates could be· 
increased at the· discretion of the Fund but could not be redueed. The Com· 
mission adjoqrned at this stage and at its next meeting the draft :>f the United 

. States proposals was approved with the omission of the description of the scale 
-as minimum charges and the inclusion of the United Kingdom amendment th1t 
the rates may be changed (in either direction) by a three-fourths majority of the 
total voting power. · 

39. Treatment of Enemy-occupied Countries in the Fund.-Amendments· 
were introduced in respect of two provisions of the Articles of Agreement relating· 
to the Fund• to give more favoured treatment to countries whose territories bnd 
been devastated or damaged by enemy occupation and required large-scale re· 
construction and rehabilitation. One of the proposals which was supported, 
among others, by the U. S. S. R. and French delegates, related to the reduc­
tion by 25 per cent. of the g:>ld contribution (as part of their quota subscrip­
tions) of countries devastated by the war. It was rejected after some debute 
by the Commission on July 15 (afternoon). Another proposal related to the 
modification of the provisions regarding the repurchase of a country's currency 
held with the Fund in favour of enemy-occupied countries, to the effect that 
'in the cas!l Jf member3 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 locatecl within their metropolitan territories a!JJll 
11ot be included in computations of their monetary reserves OI' of increases in 
their monetary reserves.' This was adopted by the Commission. · 

40. 011lces and Depositories.-In regard to the pr'.ncipal office of the Fund,. 
which according to the Articles of Agreement is to be located in the territory 
of the inember country having the largest quota, viz., the United States of 
America the United Kinadom Dele!'(ation recorded a reservation. In the opinion 
of the B~itish Governmei~t. as announced by the delegate of the United Kingd:>m 
in the meeting of Commission I on July 18, the· location of the headquarters of 
the Fund should have reference to the location of other international bodies­
that will be established. No final decision on this matter should, therefore, be· 
tnken pending the general determination of the framework of thes" other bod.ies. 
The same reservation applied to the headquarters of the Bank. The Umted 
Kins:dom Delegation urged that all such inter-related questions should be left 
for inter-Governmental decision ·at a later date. 

lJriticism was nlso voiced bv a number of delegates in the course of diff­
cus•ion of certain prop:>sed prov'isions which sought to lay down the distribution: 
of gold among depositories. It was urged that no. bard. and fa•! formula should 
be laid down limiting the discretion of the Executive Dire?t?rs m th~. ma~ter '?f 
location of the assets of the Fund, particularly gold, as l'lgid regitlution m thJS. 
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-resped would involve unneceosary shifting of gold in order that certain per­
centages should be adhered to. Considerations of safety and convenience would 
naturally guide the Executive Directors in the matter, which should be left to 
their responsibility and judgment. In the draft of the provision as finally 
.approved the word 'initially' was added at the beginning so as to restrict the 
application of the prescribed distribution of gold and assets other than a mem­
·ber's own currency to the time of initiation of the Fund. 

41. Family Remittances and Current Transactions.-Under the article relat­
ing to Explanation of Terms XIX (h) (4) 'moderate remittances for family living 
expenseg' are specifically included among current transactions. At an earlier 

·stage this reference reb ted to 'n1oderate imm.igrant remittances.' The delegate 
of the Union of Soviet Socialist Republics proposed its deletion on the ground 
that it would be difficult to distinguish immigrant remittances which were 
capital transactions from those which were current transactions, and that the 
position might be left to be determined by tbe Fund in agreement with the 
n1embers c<:mcerned. The Indian Delegation in comn1on Wit-h a nmnber of 
other delegations opposed the amendment having regard to the large number 
of Indian labourers serving in foreign lands and the assurance which the specific 
inclusion of this provision would afford in respect of their interests. It was 
pointed out in the course of the discu9Sion that obligations to the family are of 
more than a contractual nature and ,bould be placed at least on a par with 
contractual obligations. The specific inclusion of moderate remittances for 
family Jiving expenses under the concept of current transactions was accordingly 
accepter! by the Commission in its meeting on July 19 with the elimination of 
the limiting word 'immigrant'. · 

42. FurniShing Of Information.-On the question of furnishing the fullesb 
information to the Fund in respect of a country's economic and financial position 
and its balance of payments, with due regarrl to the varying ability of different 
members to supply such information, there was no serious difference of opinion 
nmong the general body of the delegations. Opposition, however, cmne from the 
U. S. S. R. Delegation which submitted n much smaller list (excln<ling inter 
alia data regarding the production of golrl) than the list propo.sed and finally in­
cluded in the Articles of Agreement. The Cornmissbn accepted the larger list 
as being necessary not only for the efficient conduct of the Fund's operations, 
but also for the general and reciprocal improvement of the st.ate of econ~mic 
ancl finnneinl knowledge of memher countries, the U. S. S. R. delegation record­
ing its opinion that the infonnation shonld be conHned to the mimmmn Dl'Ces­

sar:v fnr the effed,ive dischnr::Ye of the Fut1(1's flnties. This proviso UPcordingly 
qualifies the list of data included under Article VIII, section 5, on the furnishing 
\'>£ inforrnntion. 

4a. Fixing initial par values.-Duri!lg the discussion on the subject of fixing 
initial par vnlues, the Indian Dele::-ntion pointed out that, as the:v were memhors 
of the Sterling Bloc, unless previous intimot.ion wns given b:v the United King­
dom of tlwir decision rPgnrding the fixing of the pnr vnluo of Bt.P-rling in tc>rrns 
of gold, India will not hnve sufficient time to no!if.v the Fund of tho pnr value 

·of its currency. The Inrlinn Dclrgntion further pointe<l out that it should be 
appreciated by the Committee that a chnnr:c in the de facto pnr value of sterling 
mny necessit.1te fl. chnn!!e in the pnr vnlue of the rupee and t.hcrefore it wn~ 
absolutely essential that India should have sufficient notice of the pnr vnlue of 
sterlinr: notified by the Unite<l Kingdom to the Fund. The Uniterl Ii:inwlom 
delennte assured both Inilia nnd all memhers of the Sterling Bloc thnt previous 
inti~ntion of the pnr value of sterling will be given to members of the Sterling 
Bloc. 

CHAPTER IV 
A. International Bank for Reconstruction and Development: Summary of Ar~cleB 

of Agreement 
44. The Articles of A~rcrment of the Tntornnt;onnl Tinnk for Iler.onstruction 

nnrl Development. comprise eleven article-s and two schedules. The articles 
1'elnte, among other matters, to purposes, membership in nnd cnpitnl of the 
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Bank, general proviSions relating to loans nnd guarantees, operations, orgnni- · 
sation nnd management, withdrawal of membership and suspension of member­
ship or operations; final provisions regarding inauguraticm of the Bank etc. 

45. Purposes.-The purposes of the International Bank are to assist in the 
reconstruction and development of territories of member countries by facilitating 
the investmeut of capital for productive purposes, including the restoration of 
war-damaged economies, the reconversion of productive facilities to peace-time 
ne~ds and the encouragement of the development of productive resources in 
less developed countries; to promote private foreign investment by means of 
guarantees or participation in loans and other investments made by private 
investors, and to supplement private investment by direct loans for product!ve 
purposes out of its own capital, funds raised by it and its other resources; t~. 
promote the long-range balanced growth of international trade and the main­
tenance of equilibrium in balances of payments by encouraging long-term inter­
nJtional investment, thereby assisting in raising productivity, the standard of· 
living and conditions of labour in member countries, etc., etc. 

46. M:embership.-The original members of the Bank shall be those mem­
bers of the International Monetary Fund which accept membership in the l;ank. 
and other members may be admitted later by the Bank. 

47. Capital.-The Bank shall have an authorised capital of 10,000 million,;. 
in terms of United States dollars of the weight and fineness in effect on July 
1, 1944, divided into 100,000 shares of 100,000 dollars each availaule for subscrip­
tion only by members. The capital may be increased by a three-fourths 
majority of the total voting power. 

The original members shall subscribe the minimum number of shares of the· 
Bank set forth in Schedule A, totalling 9,100 million, the remaining portion of 
the capital stock being reserved for subscription by other members. According 
to the distribution of share capital laid down in the schedule, the fourto•·n 
largest holders of shares (in terms of United States dollars) will be the United 
States 8,175 million, the United Kingdom 1,300 million, the Union of Sovi~t 
Socialist Republics 1,200 million, China 600 million, France 450 million, India 
400 million. Canatla 825 million, Netherlantls 275 million, Belgium 22~ million. 
Australia 200 million, ·Czechoslovakia and Poland 125 million each, Brazil 105 
million and the Union of South Africa 100 million. Twenty per cent. of a 
member's subscription shall be paid or subject to call as needed by the Bank 
for its operations and the remaining eighty per cent. shnll be callnl•le only 
when required to meet the obligations (on account of defaults by borrowers) 
arising out of participation in direct loans out of funds borrowed in a member 
country or out of guarantees by the Bank of loans made by private investors 
through the usual investment channels. 

The liability on shares shall be limited to the unpaid portion of the shares. 
The subscrirtion of 20 per cent. shall be paid in _g~ld or United S~tte dollars 

and in the currencies of the members (or theU' secunhes) as follows: w per cer<t. 
in gold or United States dollars and the remninin~ ~8 per cent. in the curr~n'T 
of a member· when a call is made out of the remammg 80 per cent. of the liabi­
lity. referred' to above, payment may be mode in gold, in Uni~ed Sta.tes dol~nra 
or in the currency required by the Bnnk for the purpnse of dischargmg obhon­
tinns for which the call is mnde. The 2 per cent. payable as above shall be 
puid within sixtv dnvs of the Bonk's beginning operntions; enemy-ocrupi,.d· 
countries mny p'ostp~ne pnvment of one-quarter of the amount thus. pn:mHo· 
for five years. and other postponements may he allowed under cert~m emer­
gency circumstances. Not less than 10 per cent. alto!lether of the price of the 
share shall he called by the Bank within one year of its beginning cpornt!on~. 
bnt not more than 5 per cent. of the price of the share shall be called Withm 
any period of three montlts. 

Th~· val~e of holdin!!s of the Bnnk of certain cllrrPncieo of rn_em~Pr col!ntrie&· 
(lerived· from the original ~oh•criptions to the Bank, shal} be roamte.med throu~~ 
th" member paying to the Fund, or the Fund retormng to tlte m~mber, aw 
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"'fW!c.unt of its currency equivalent to the reduction or tha increase respectively 
.in the par value of .. member's currency held by the :Fund. . This provision may 
•he waived by the Bank in the event of a uniform proportionate change in tha 
.par values of all currencies brought about by the International Monetary Fund . 

. :r'he shares of the Bank shall not be p:edged or encumbered in any manner 
.~nd shall be transferable only to the Bank. 

48. General Provisions relating to Loans and Guarantees.-The Bank's re­
.-sources and facilities shall be used for the benefit only of members for develop­
ment and reconstruction alike, but with special regard so far as conditions and 
termr of loans are concerned to lightening the financial burden of reconstruction. 

J'he treasury, central bank, stabilization fund or bther similar fiscal agency 
·&hall he a member's agency for dealing with the Bank. 

Tbe total amount outstanding of guarantees, participations in loans and 
. direct loans made by the Bank shall not be increased beyond the sum of tne 
unimpaired subscribed capital, reserves and surplus of the Bank. 

The Bank !nay ~uar:.111tee, participate in, or make loans to any member or 
.any polit'cal subdivosion thereof and a1.y bu~iness, industrial, and agricultural 
enterprise in the territories of a member provided that (i) when the loan is not 
made directly to the Government of a m~mber, the Government or central 

·bank or other comparable agency fully guarantees the repayment of the principal 

1and the payment of interest etc., on the loan, (ii) the borrower would be unable 
otherwise to obtain tbe loan on reasonable conditions, (iii) the project is recom­
mended after careful ~tuny by a competent committee, '(iv) due regard is paid 
to the capacity of the borrower or g'Uarantor to repay, and to the interests of the 

·membere as a whole as well as the borrowing member, (v) the Bank· receives 
suitable compe,sation for its risk, (vi) the loans are for the purpose of specific 

, projects of reconstruction or development. 
The Bank shall impose no conditions as to the expenditure of the proceeds 

. of a. Joan in any particular member country or countries. The borrower shall 
be permitted to draw on tO,e proceeds which shall be credited to his account. 
with the Bank, only to meet expenses in connection with the· project as they 
are incun-ed. 

40. Operations: :Methods of making or facUitating loaus.-The Bank may 
mal<e or facilitate lonns sntisfying the general conditions specified above (i) by 
d1red loons. c• participations in loans out of its own funds, (ii) by direct. loans, 

-or participation in loans, out of funds borrowed in a member country, and (iii) 
by guaranteeing private loans in whole or in part,-in the last two cases with the 
approval of the member or members in whose markets the funds are raised 
ann in whose currency tbe loan is denominated and with its or their agreement 
thP.t t.ha proceeds may be freely exchanged· for the currency of any other 
mFmber. 

5n. Operations: Anih1:lility and uansferability of currencies.-currencies 
pn'tl into the Rnnk as pnrt of .the twenty per cent. subscription of members 
subject to call in the ordinary course as described in para. 47 above, shall be 
Iannen, and currencies received· by the Bank from borrowers or guarantors in 
payment nn aneount of princ·ipnl of direct lonns mnde with the aforesaid curren­
ciP•. •hall hP relonne<l or exnlmnged for other curreneiPs only with the approval 
of the IDPmhers wh'l•e currencie• are involved; provided, however, that if neces­
onrv. nft<·r the Bnnk's suhserihed enpitnl hns been entirely cnlled, such curren­
cie" •hnll, without restriction hy the members b~ used or exehnl'g-ed for other 
currenei~s requiren to mrct the Bank's obligtLti0ns or liabilities on various 
tll'COlmts. 

The Bun!; may use without restriction currencies received in repayment of 
principal of direct loans mnde out of f11nds borrowed in a member country, to 
make nmortizatinn payments or to anticipate payment or repurchase of uny 
<>f thP Bnnk's obligations. · .. · 

A 11 other currencies ·available to the Bnnk shall be used withouli reslirictimi· 
'by the member• whose cul'l'encies are offered. Currencies raised in tbe markets' 
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of :W~mbers by borrowers on loans guaranteed by the ;Bank shal). siso be free 

.h·u1u reb Lnc uou us to the.tr use. 

51. Operations: Provision of currencies ~or direct loans.-The Bank shall fur· 
.u1su tu~ uu.&.-ruw.&.Ug uu:::wll~r w1tn suca currenc1es of otHer members as are neaded 
iur expeuwtures 1n tneir territories. ln exceptional circumstances when locul 
curreucy required for the purposes of the loan cannot be raised by the boaower 

·OU l'ea•uualHe terms, the .l:Sauk may provide the borrower with tha~ ct•rr~ncy, 
und if the project giVes rise indirectly to an increased need of foreign exchange, 
WI til go1d or tore1gn exchauge up to tie amount of the borrowers loc.ll expen· 
diture; Aiso, in exceptional circumstances, when the speuding of a loun in a 
member·., territory 1,ives rise to increased need for foreign exchange by the 
member, the Bank may repurchase with gold or foreign exchange a part of thu~ 

• member's curreucy thus spet!t. 
52. Operations; Payment l'roviSions.-The tenns and conditions of the loans 

and guurautees sba,J be determmecl by the Bank. ln respect of loans made 
·Out or funds borrowed in a membt;, country, and gurtrantees of private loans, 
the rate of the Bank's commission shall be not less than 1 and nof, more than 
1! per cent. per annum on the outstanding portion of a loan during the first ten 

.Ye?rs of tne llnnk's operations, and may be reduced thereafter in respect of the 
~x1stmg as well as future loans, if a reduction is justified by the state of reserves; 
1ll rt>spect of future loans the rate of commission may also be increased if this 

.appears advisable. 
All loun contracts shall stipulate the currency or currencies for payments to 

the Bnnk, though such payments may be made in gold or, if the Bank agrees, 
in a different currency to that stipulated. · 

Loans mnne out of the 20 per cent. capital subscribed by the members 
towaras the Bank's loan operations, shall be repaid, and interest thereon paid, 
in the currenc.v loaned, unless the member concerned agrees otherwis~. 

If a member suffers from nn acute exchange situation, the Bank may relax 
the conditions of payments with respect to the whole, or part, of the annual 
se•vice so as to (i) accept service payments on the loan in the member's own 
·currency for periods up to three years, upon appropriate terms regarding the 
maintt>nance c.f the foreign exchange value of that cun·ency and its repurchas<!, 
.:>r so ns to (ii) modify th.e terms of amortization or extend the life of the loan, 
·or hnti. . 

The amount of commission received by the Bank in respect of loan9 out of 
borrowed funds and guarantees of private loans shall be set aside as a special 
ieserve in liquiil fonn ngninst tht> ]inhilities of the Bnnk. ~e first. charge in 
respect of looses ·Arising nut of defaults on loans shnll be agamst th1s reserve, 
nft•r whi~h the oth~r reserves, surplus and capital and the unpaid subscriptiops 
shn 11 he ilrawn upon in order. 

Th~ Bnnk sin 11 hnve the power to buy anrl sell securities which it has issued, 
~unrnnt.een, or inve•ten in. with the npprovnl of th11 memb~r in whose m_arkP;tg 
the t,rnn•n~t\on• are tn be effected: to borrow nnv member s currency w1th 1ts 
npnrnvnl: hv n thren-fourths mniority of the total votes, to buy. and sell other 
••~11riti•• fnr the im•P•tment of the •pecial reservt> ani! to den] With anv person, 
flnrfnorohin. n••or•inf ion. eorporntion or other legal entity in the territories of 
·nnT" mPmhPr . 

. 5~. or11anlzatlon and :Management.-1\fnnv of the. l?rovisions in _regard fu 
thP 0,.,.,.,,;c;lntion nnrf mnnA"PmPnt of thP Bnnk nre R1m1hr to those In respect 
·of the l"nnil nnn neen not be mentionei! in this summnry. 

'r,j'!lo "Rn .... lr F:hnll h~ve n 'Ronrrl of nnvr-.,.nnr~. ExPt:!lltiVP. DirPt'tors. 8 PrPsirl~nll 
nnil •tnl'l. 'l'h• 'Rnnril of Governors shnll eon•i•t of one ~ovemor and ~n~ alfur­
nPtP nnnnintrorl hv Pnrh mPmhPr to RPrv~ for fivp, ~PAT~ hnt to he ehgthle fr,r 
ronnn~i"'"'""t. The Bnnrn •hn 11 nt ]pn•t hnld nn nnnnnl meeting. Fnrh 
rn"""h,...,. c:hnll hn'I"'P 2.1ln vntP,:; "1m: nnP nrlrlitinnnl vnte for Pnrh Bhnre of sOOr.k 
lwl..:t 'T'l-.,.,,.p ~1,.,11 hn twPlvP 'F.vPrntivP DirPrfn'"S who nPPct not be- GovemorR 
,.nd of 'whom five shall be appointed by the fil'o members having the largest 
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number of shares, and seven shall be elected by the remammg members; the 
executive directors shall be appointed or elected ever.v two years. Each director 
8 hall appoint an alternate with full power to act for him when he is not 
present. 

There shall be an Advisory Council to advise the Bank on matters of general 
policy, of not less than seven persons seiected by the Board of Governors in­
cluding repres~ntutives of banking, commercial, industrial, labour 'lncl agricul­
tural interests, and with as wide a national representation as possible. Tha 
Council·shall meet at least annually. 

In decicliog on Joan applications or gunrnntees relnting to matters directly 
within the competence of any genera) internntionnl organisation or public 
international org:misations having specialised responsibilities in fie'ds related to 
the Bank and participat<'d in primarily by members of the Bank, the Bank 
shall give consideration to the views and recommendations of such org•nisations. 

The principal office of the Bank shall be located in the territory of the mem­
ber holdin<( the greatest number of shares. The Bank may also establ'sb 
regional offices and determine the location of, and the areas to be covered by, 
each regional office, which shall be advised by a regional council. 

The provisions in respect of depositories are similar to those in the Fund. 
In any distribution of net income, the first charge shall be that of a payment 

up to two per cent. to eaeh creditor member on the basis of the average amount 
outstanding of the loans made out of the currency corresponding to its capital 
subscription, referred to above in the provisions relating to 'capital'; the bulnnce 
shall be paid to all members in proportion to their shares. Payments to each 
member shall be made, as far as possible, in its own currency. 

54. Withdrawal from Membership.-Any member may withclraw from the 
Bank at any time by transmitting a notice in writing to the Bank, the with­
dtawal to become effective when such notice is received. There are provis'ons 
for _suspension of membership and compulsory withdrawal by a member after a 
penod of suspension. 

Any member which ceases to be a member of the Internat'onnl M0netary 
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 a<(feed to 
allow it to remain a member. 

The Articles contain specific provisions, as do the Funrl articles, for sett'~· 
ment of accounts with government-s censin.!! to be mf'mhers, for !"m::;pPn~=:lnn of 
operations and settlement of obligations, for amendment of the Articles of 
Agreement and for interpretation as well as for the status, immunities and 
privileges of the Bank and its officers. 

55. Final Provisions.-The Agreement shall enter into force when it has 
been signed on behalf of governments with minimum subscriptions of not less 
than sixty-five per cent. of the total of $9,100 million given in Scherlule A, 
hut in no event before May 1, 1945. It shall remain open for signature at 
Washington on behalf of the governments of the countries represented at the 
Conference until December 31, 1945. 

The Articles of Ar>:reement have two schedules relating to A. Subscriptions 
and B. Election. of Executive Directors. 

B. THE INTERNATIONAL BANK: REVIEW OF DISCUSSIONS 

56. It bas been explained in Chapter I above that the work of Commission 
II was more complicrrted in ~om~ respects than thnt of rommi••inn J heenuse 
of the smaller nmnunt of preparatory work on the proposals whic·h th~ Commis­
sion had to examine. The handicap in this respect was. howevf>r, bv no means 
considerable. The mnin work in connection with the Bnnk proposals b~fore the 
Conference took ]Jlnee hRd been done by the Uniten Stnte• Treasnrv experts, 
who issued a Preliminary Draft Outlil'e of a Proposal fOI' a Unit~d Nations Tinnk 
for Re~onstruction and Development in Novernber 1!143, nnn bv the United 
Kingdom officials who c )mmunicated the conclusions of their critical examination• 
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of the United States proposals to the United .States Treasury in ~pril 
~11144; m arr.vmg a~ ~ll~s" conclusions the United Kingdom ofiic1als 
llad · had the advuntage ot d.!scuss1ons With the tecluucul representatives 
oi lnwa and the JJomin10ns. · 'Hlis was iol10wed by an exchange o1 notes 
and v•ews betw~en the Umted t:itat.es and Uruted Kingdom 
experts which resulted ill considerable progress towar<ld agreement on funda· 
mentals and on the numerous complicated technical provlBIOllS of the Inteme.­
tional .Bank, thereby greatly facilit.ating the work of the Conference. 1'he 
sessions of Commission 11 were tewer, g~r.erally shorter in duration and showed 
more expedition than of Commis>ioll !. Wide disagreement was disclosed only 
on a few large matters !llld the discussion,; were bnef and yielded relatively 
quick conclusions. ·.t. reference is made in the followiiig paragraphs to the more 
significant matters debated in· the Commission meetings. 

57. Name.-First, as regards the designation of this international monetary 
institutwn as a' ''.Bank". in so fa,..as we can speak of capital subs!'riptious, 
loans, guarantees, issue of bonds, etc., the new financial institution may have· 
some apparent claim to the name of Hank, but the type of shurcholdcrs, the 
nature of subscript:ons,. the exclus:on of all deposits and of short-tenn loans, the 
non-profit basis, are foreign to the accepted nature of a llank. · It was however, 
le,rgely by accident born, so to speak, with the 'name 'Bank', and 'Bank' it 
remains, mainly because no completely satisfactory alternative name could be 
found in the dictionary for thid unprecedented institution. -

58, PurpoSes.-The purposes of the int~mational Bank are further elucidated 
by the following pa,..ges from the foreword by 1\lr . .Henry 1\lorgenthnu, Jr., 
::iecretary of the Treasury, to the Preliminary Draft Outline of a l'roposul for 
a Bank for Reconstruction and Developmcn t of the U uited and Associated 
Nations issued in November 1943: 

'One of the important international economic and financial problems which 
will confront the Uhited NatioDs at th'1 encl of the war will be the unprecedent­
ed need for foreign cap1tal. In the ureas davastated by war or plundered and 
ravaged by the enemy, factories and mines, public utilit:es and railroads, public• 
buildings and public works will have to be repaired or restored. In mos~ of 
the United Nations, industries now prod•Jcing war goods will require capital 
for reconversion to peacetime production and iu many areas of the world, large 
investment will be needed for indu•trial, agricultural and commercial develop­
ment. 
- Countries whose productive eapacitie• have been seriously impaired by war 

will find that their indusuies cannot provide the capital goods and their people 
cannot provide the savings required for investment in reconstruction. Most non­
industrial countries will of necessity be dependent upon foreign capital to 

· acquire the funds for the purchase of machinery, equipment and other capital 
goods necessary for development.. And even in those countries where a con­
siderab:e part of the need for capital can be met locally, there will be some 
need for foreign cap:tal to supplement the funds that can be raised at home . .' 

· 'The primary aim of such an agency should be t:> encoumge private capitul 
to go abrofld for productive inve•tment by sharing the risks of private investors 
and by participating with private investors in large ventures, The provision· 
of some of the capital needed fcir reconstruction and deve-lopment, where private 
capital is unable to take the riak, is intended to remain secondary in the opera­
tions of such an agency. It should, of rourse, scrupulously avoid undertaking 
loans that private investors are willing to ::nnke on reasonable terms. It should 
perform only that part of the task which private capital cnnnot do alone.' 

The general .character and principle of the Bank's constitution is clearly 
brought out by the following passage from a ·memorandum of the United 
Kingdom officials, dated the 13t·h April l!J44 :· 
. "This seems an appropriate division of funrtions, which will appeal to the 

world ns just and right. Only those countrie. with an inveotnhle surnlll< Mn 
put up the money; but that is no reason why they •hnuld also run all the finan­
cial risks, perhapg quite substantial, of reconstructing the devastation of war 

·one) developing the more backward countries. The great-increase of trade orioing 

• 
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from the granting of the loans would. ben.ilit all aiik"t., and it is just and right 
that the resulting risk should be shared all round. This should be within tue 
capacny, t.Uvldcu, or cours~, 1n uppropr1ate proportions, of ail partwipattng co~n­
tries. It embodies both tho justice and the common•ense of the underlywg 
situation.' 

Perhaps we may also quote a · f~w ·lines descriptive of. the underlying idea. 
of the Bank from the rewurky of the reporting delegate of Commission ll in 
presenting Its report to the Executive Plenary Session on July 21, 1944. 

·lt "' uuql.leotiOuable that a loan granted to one country 1rom the resources 
or with the guarantee of the Bank will not be advautugeouy to that country 
alone. '1he Joan will enable It to recoustruct its economy destroyed by WilT, 

or inadequately developed. As a. res11lt, activity is fostered, needs. and require· 
meuts ure sat1sried, J!urchasmg power is mcreased, new markets are born, and 
indirectly, by means of the general :flow of international trade, all countries 
finally benefit by the improvement brought about in the particular country 
which has obtained a. loan through the l:lank. In this way, capital which is 
now in excess in certain countries will again be put to productive use . and will_ 
find its reward not oniy in the rate of interest on remunerative investments, but 
also, indirectly, in the promotion of world prosperity which rich countries them­
selves need in order to maintain and develop their own well·being.' 

'£here was some discussion .of the purposes of the International Bank with 
a view to having the aim of devdopm.•nt recognised as on a par with 'that of 
reconstruction in the statement of purposes as well as jn the operative provi­
sions of the Articles of Agreement. This was conceded specifically in Article 
ill, Section 1 regarding ·Use of resourc~s' which provid~s that 'the resources 
and fac:Jities of the Bank shall be used .... ·. "ith equitaole considerat,on to 
projects for development and projects of reconstruction alike.' 

Reference has been made above ·in the course ::>f the review of discussions 
relating to the purposes of the l!'und M the attempt of the Indian Delegation to 
have. a. mention of the development of the resources of economically under· 
developed countries included among the incidental purposes of the Fund, a 
proposal which was negatived mainly on the ground that this function fell 
appropriately within the province of the Interwrtional Bauk. A specific ·mention 
of 'the encouragement of the devefopment of productiv~ faciliti~s and resourc(ls 
in less developed countlics' was accordingly incorporated among the purposes ot 
the Bank at the instance of the Indian Delegation. 
·- A purpose of the Internatconal Bank is stated to be 'to an·ange the loans 
made or guaranteed by it in relation to international loans through other chan· 
neis so that the more useful and urgent projects, larg~ and small alike, will bt 
dealt with first.' Having regard to tlie possibility that the claims of small pro· 
jects loeated in small countries but vital. and important to their economies 
might be overlooked in favour of large projects having an appearance of greater 
urgency, the words 'large and small alike' were inserted nt the instun<·e of one. 
of the Latin American Delegations. 

511. :Membership.-The membership •;f the Bank is open only to members of 
the International Monetary E'und and any member which ceases to be 11 member 
of the Fund shall, in the ordinary course, automatically cease ufter three months 
to be a member of the Bank unless the Bank by o three·foprths majority decides 
to allow it to retain membership. The two int.ernHtional nionetory institutions 
are thus to be treated as more or less complementary in respect of member­
ship. Broadly, this is intendc,d to secure ·that countriett which do not under· 
take the obligations of membership nf the internatioMl monetHry system, prima· 
rily the obligation to maintain reasonable Rtability nf the PXchange value of the 
currency and to Mnsult with other countries in regard to changes therein, should 
lie excluded from the special benefit resulting from the joint effort of members 
of the Fund towards encouragement of the flow of long. term international invest. 
ment through the Iuternational Bank. This stipulation will be understood in 
the light of the dA•tmctivp incidence of exchange instability on intPntational in-
vestment during the 'thirties. • 
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60. Capilal.-The total subsefipLions to the International Bank were made 

equal to· the total quotas of the Fund until the announcement towards the end 
o1 the Conference that the Union of Soviet Socialist Republics Government had 
agreed to raise their subscription from 9uU m1llion to l,llUU million. doilll!S w lncb 
raised the total amount of subscriptions allotted to countries which are entitled 
to be original members Gf the Bank to 9,1UU million dollars. 1• or .the rest, the 
distribution of shar1· capital among countries is approximar.ely the same as tha' 
of quotas under the Fund, the only changes from the q1o0ta distribution under 
the Fund in respect of the first fourteen countries being that the subscrip,ions 
of the United States, Chin11 and Canada are higher by 425 million, 50 million 
and 25 million dollars respectively while the subscription of Brazil is lower 
by dollars 45 million than their corresponding Fund quotas. 

In the opinion of the United States technical experts, a. Bank for Recon· 
struction and Development with a subscribed capital of 10 billion dollars would 
have sufficient resources to facilitate and encourage the maintenance of an 
adequate volume of international investment in the post-war period, particularly 
having regard to the facts that the average annual volume of international 
investment by the leading industrial countries in the period from 1923 to 19:37, 
JV&S somewhat less than -3 bilHon dollars a year, a considerable part of which 
was generally not raised in the capital market and not all of which would fulfil 
the Bank's conditions for loan or guarantee, and, further, tlint 11 considerable 
part of all international investment will continue to be made directly through 
the usual investment channels without recourse to the Bank. 

61. Limitation of Guarantees and Loans.-A reference has been made in the 
shove summary of the Articles to one of the general provisions relating to loans 
and guarantees of the Bank, namely, ·that the total amount outstanding in 
respect of gunrantees, participation in loans and direct loans made by the Bank 
shall not exceed 100 per cent. of the unimpaired subscribed capital, reserves and 
surplus of the Bank. There were alternatives proposed suggesting the increase 
of this limit to 150 per cent. in view. it waH argued, of the inadequacy 
of the subscribed capital for the long-term loan requirements of the post­
war world and the consequent narrowness of the 100 per cent. tntio. On the 
other hand, howeve~, it was explained that- enthusiasm for the 
objective on which nlJ were agreed viz., an abundant and free flow of interna· 
tional investment should not make the Conference overlook the limitations of the 
n•achine which it was proposed to set up: the International Bank was an agency 
for encouraging and promoting throuE;h its guarantees the use of !be inve~tor's 
money, and t-he investor wanted to be certain of amortisation and interest; the 
guarantee afforded by the Bank must be a first class supp:>rt and great care 
was necessary to ensure that the Bank's credit was not impaired; the Intl'rna­
tional Bank was a great experiment in a. new field of international co-operation 
and must maintain a very high standard, for sny setback would be irretrievablE'; 
the figure of the Bank's operations suggested in the Articles of Agreement was 
high enough to start with and was capable of increase, if experience suggested 

· thnt an increase wns necessary. In the light of this discussion, the Commis­
sion accepted the 100'per cent. limit. 

• 62. Loan Committees.-There was some discussion of the advisnhility 
of· including expert-s and members of the technical staff of the Bank on the 
Lonn Committees appointed by the Bank and required to report on 
lonn applications. The United Kingdom Delegation expressed their opposition 
to such inclusion, which was, however, supported by the United States Dele­
!(ntion and, among others. by the Indian Delegation ·and was accepted by tho 
Commission after oliscnssion. 

1 63. Voting.-The qu~stion of the distribution of voting rights in tho Bank 
' was. also set.tled after some debate in the Commission. The basis of voting 

1w"m·~in!! to the numher of •hnres held plus 2ii0 votes viz. the same as under 
the Fund, <rns proposed by one of the Latin American delegations and wn• sup· 
ported by the delegation of a small European country. It;. was OPJ•osed on the 
ground thnt the voting riphts sh'>ttld correspond to the capi!Rl subsrriptions 
wi~hout anv element of loading in Cavour of !mlall countries, as the International 
Bank was ·a real bank aud must run on buoiness linP.• s• much ns possible. 
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'l'he L:uited States Delegation, however, supported the same -bas~s of _vot~g _for 
;ho Bank as for the .Fund and the proposal of ':"eighting the capital distribUtion. 
by a un~orm additional 25_0 votes was accordmgly a~opted. -

- 64. Executive Directors,-lleference has been made above to the provision in 
the Articles of Agreement of the B8llk prescribing t~e appointment of twelve 
executive directors of whom five shall be ap~omted, one by ea,ch of the 
five members having the largest number of shares. S1r Ch1ntaman 
Deshmukh on behalf of the Indian Delegation proposed that the number 
of directors to be appointed by members having -"he largest quotas should 
be raised to six. lie pointed out, !IS the Chmrman of the lndwn 
Delegation had explamed in respect ."f our correspondin~ - ame~dment to the 
provisions d the .Fund, that th_e Ind1an D_ele?atwn felt toat therr count~y was 
entitled by virtue of her relative economic 1mportance among the natmns ot 
the world, to a permanent place 01'1 the executiv~ directorate o~ the Ba:nk. The 
oriuinal proposal presented by one of the delegatiOnS from Latm AmeriCa than 
th: number of automatically appointed directors shall be five and of elected 
directors seven, was, however, carried and the-Indian amendment was automiJ­
ticallv lost. 

65. Relationship of the Bank to other International Organ!Sations.-:-One _of 
the provisions which was agreed upon after a somewhat prolonge~ consrdera~mn 
was that regarding the relationship of the Bank to other internatiOnal o~gamStJ­
tions. The provision as finally agreed lays down that the Bank shall g1ve ~on­
sideration, in deciding on loan applications, to the views and rceoi~_~mendations 

_of international organisations (e.g., the Commission on Food and AgriCulture, the 
International Labour Office etc.) having specialised responsibilities. The repre· 
sentative of the Interim Commission on Food and _<\grieultme, however, sup­
ported an alternative provision which would htJVe required the submission. of 
each individual loan application for specific consideration :md recommendatiOn 
·by the other international organi~ations concerned, and would accordingly have 
given them gre.ater influence in determining individual loan applications and 
would con-espondingly have limited the discretion of the Bank in the matter. 
It was generally uppre~iat.ed that it would be useful to the Bank to consult 
organisations like the Food and Agriculture Commis•ion on certain projects and 
hov~ the benefit of their informed advice and, generally, that the Bunk by 
itself could not safeguard its funds as well as it could with the assist.ance and 
collaboration and the advantage of the lmowltdge and skill of specialised inter­
national organisations. But the concensus of opinion was that the Bank's dis· 
cretion should not be unduly fettered as it alone was in a. position to view 11ll 
applications together and to achive ·the proper co-ordination of the allocation of 
ita· resources, which speciali~ed organisations interested in cultivating special 
fields of activity might not achieve through their recommendations. Accord­
ingly, the work of specific examinatiqn and investigation of projects was entrusted 
to the Committees to be set up by the Bank itself. 

66. war-devastated Countri.es.-In regard to the time of pavmen't of sub­
scriptions for the Bank, 1t is _laid down in the Artic!P.s thn.t the" two p~r cent,. 
payable on each share in gold or United States dollars shall be paid within sixt.y 
days of the date on which the Bank begins operations 'provided that any original 
member of the Bank whose ttletropolitan territorv has suffered from enemy 
occupation or hostilities during the present war shall be granted the right to 
postpone payment of one-half per cent. until five years after that date,' The 
origiunl~y proposed wording" of this proviso only made a reference ·to enemy 
occupnt10n: the warns 'or hostilities' were inserted in consineration of the posi­
tion of a country like the United Kingdom which had suffered extensive damage 
without occupation by the enemy. Also Article ITI, Section l(b) provides 
thnt 'for the purpose of facilitating the restoration and .reconstruction of the 
e.~onomy of members who•e mAtropolitan territories have suffered great devasta­
hnn from enemy occupation or hostilities, the Bnnk. in determinin~ the condi­
tions an~ t.erms of loans mane to such members, shall pav snecial regard t.o 
Jigoht<>ning the financial burden ann expediting the comp!eti01i of such l't'storation 
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and reconstruction·. The adoplion of ttlese ,provisions was strongly opposed by 
a rew enerny-occup1e<i countn~s of Europe, iucmamg Franc~;, thougn it was 
supported by others including tbe Union of Soviet l:locialist Republics. The 
oppos1taon was based. on the sense of keen · disappointment voiced by France 
regarding th~ measure of assistance afforded: in the .Articles of Agreement of 
~he two mternational monetary instituti.ms to countri~s which had been devasta~ 
ed by war. It was argued that the acceptance of this concessiOn for enemy­
.occupied_ countries, which gave two little, and its incorporation in the Articles 
of Agreement, would be misunderstood in the occupied countries, which might 
read to much into it, and the French Delegation begged the Conference to respect 
the proviso. On the other hand, it was explained by the United States 
delegates (adverting also to the refusal of Commission I to accept a postponement 
of gold payment in respect of the Articles oi the Fund ~imilar to that proposed 
in the first of the above two provisions), that none of the delegates would accept 
anything that interfered with the soundness of the projects, and, at any rate, 
these provisions offered a public recognition in an official document that some 
.countries had suffered more than others as a result of the war. 

67. Suspension of Membership and Operations.-Tbe terms on which a share­
holder might witbdraw, namely, those on wluch the repurchase of its snares might 
be arranged, as well as its interest in operating profits and losses be terminat­
ed (while retaining its obligation to contribute towards losses in so far as they 
are not met out of past accumulated reserves), are detailed in a separate 
Article, which· also prescribes tbe manner of distribution of the assets of the 
Bank. It was remarked during the final stages of the consideration of the 
.Articles relating to the Bank that more attention bad been paid to the obse­
quies of tbe Bank than to its natal provisions, but there was general concur­
rence That the elaborate care bestowed on drafting the terms of a member's 
withdrawal as well as the distribution of the Bank's ossets in the event of per­
manent suspension of operations was useful and necessary. Also, a redeeming 
feature of the long and complicated provisions is that the.y relate to 'the orderly 
realization, conservation and p~:eservation of its (the Bank's) asset-s and settle­
ment of its obligations' rather than to liquidation-a term appropriately reserved 
for lesser mortals like ordinary corporations I • 

0. SUMMARY OF AGREEMENT OF BRETTON WOODS CONFERENCE 
68. On July 21, the Co-ordinating Committee was constituted with the 

-following membership:-
Fred 11!. Vinson (United States of Ameri< a), Chairman. 
Arthur de Souza Costa (Brazil). 
Ping-Wen Kuo (Chinn). 
Robert l\Iosse (French DelegatiOn). 
Eduardo Suarez (Mexico). 
,A. A. Arutinunian (Union of Soviet Socialist Hepublics). 
Lionel Hobbins (United Kingdom). 
The full Committee met nt 2 P.M. on July 21 and approved for submissio& 

-to the Conference the following :-

Summary of Agreement ot the Bretton Woods Conference 

This Conference at Bretton Woods, representing nearly all the peoples of 
-the world, has considered matters of international money and finance which 
are important foe peace and prosperity. The Conference has agreed on the 
problems needing attentio';l, the measu~es ~hicb s?ould be tak~n, and the forms 
of international co-operatiOn or orgnmzuhon wh1ch are reqmred. The agree­
ment reached on these large and complex matters is without precedent in the 
hist<Jry of international economic relations. 

I. The International Monetary Fund.-Since foreign trade affects the 
standard of life of every people. all countries have a vital interest in the system 

-.of exchange of national currencies .and the regulations and conditions which 
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. govern its working. Because these monetary transactions are internationtil 

exchanges, the nations must agree on the basic rules "'hich govern the exchanges 
if the system is to work smoothly. When they do no~ agree, and when single 
nations and small groups of nations attempt by special and different regulations 
of the foreign exchanges to gain trade advantages, the result is instability, a 
r~duced . volume of foreign trade, and damage to national economies. 'rhis 
course of action is likely to lead to economic warfare and to endanger the world's 
peace. 

Tile Conference has therefore agreed that broad international action is neces­
sary to maintain an international monetary system which will promote foreign 
trade. The nations should consult and agree on international monetary changes 
which affect each other. .They should outlaw practices which are agreed to be 
harmful to world prosperity, and they should assist each other to overcome 
short-term exchange difficulties. 

The Conference has agreed that the nations here represented should establish 
for these purposes a permanent international body, The International Moneta"!,• 
Fund, with powers and resources adequate to perform the .. tasks aesigned to it. 
Agreement has been reached concerning these powers and resources and the 
additional obligations which the member countries shot•ld undertake. · Draft 
Articles of Agreement on these points have been prepared. 

. - ' 
II. The Bank for Reconstruction and Development.-It is in the interest 

oi all nations that post-war reconstruction should be rapid. Likewise, the deve­
lopment of the resources of particular regions is in the genera; economic interest. 
Programs'of reconstruction and development will speed economic progress every-
where, will aid politkal stability and foster peace. · 

The Conference has agt·eed that expanded international investment is 
essential to provide a portion of the capital necessary for reconstruction and 
development. · 

The Conference has further agreed that the nations should co-operate to 
increase the volume of foreign investment for these purposes, made through 
normal business channels. It is espedaily important that the nations should -
co-operate to share the risks of such forei~n investment, since the benefits are 
general. · 

The Conference has agreed that the nations should establish a permanent 
international body to perform these functions, to be called The Banlc for Re­
construction and Development. It has been agreed that the Bank should assist 
in providing capital throu~h normal channels at reasonable rates of interest and 
for long periods for projects which will raise the productivity of the borrowing 
country. There is agreement that the Bank should guarantee loans made !:ly 
others· and that through their subscriptions o( capital all count.ries should share 
with the borrowing country in f!Uaranteeing such loans. The Conference has 
agreed on the powers and resources which th~ Bank must have and on the obli­
getions ·which the member countries must assume, and has prepared drafv 
Articles of Agreement according!)(. 

The Conference has recommended that il1 carrying out the policies of the 
institutions here proposed special consideration should be given to the needs of 
countries which have suffered from enemy occupation nnd host.ilities. 

The proposals formulated at the Conference for th~ establishment of the Fund 
and the Bank are now submitted, in accordance with the terms of the invitation 
for consideration of the governments and people of the·countries represented .. ' 

CHAPTER V 

Other measures for International Monetary and Financial Co-operation 

o9. Tt has heen ment.ioned in C'hnPter I nbove +hat Commis•ion III ''" 
'Other Means of Internat.;onal Financinl Co-opornt.ion' was set np in the •econd 
pleru.:.v session of the Conference Ol) -Jul:v B. at the ·same time as the other 
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two Comrrussions, and the proposals Sllbmitted to the Commission re&ated to 
three generallie;ds of interest, vaz., ·silver·, 'Enemy Assets etc.' and '.l!.conoruic 
and Financial Policy'. Accordingly three ad hoc Committ,ees were appointed 
to consider the proposals and n•ai<e recommendations to the Commission. A~ 
its final mee.ting on July 20, l!H4, the Commission received the reports of the . 
thre~ Committees and arrived at its conclusions in respect of them. 

The Commission adopted the report of Committee 1 on· 'The Use of 
Silver for International Monetary Purposes' and recommended that the follow· 
ing statement be included in the Fin<~l Act:-

'The problems confronting some nations as a result of the wide fluctuation 
in the value of silver were the subject of serious discussion in Commission III. 
Due to the shortage of time, the magnitude of the other problems on the 

. agend~, and other limiting considerations, it was impossible to give sufficient 
attentiOn to this problem at this time in order to make definite recommend;,. 
'tions ... However, it was the sense of Commission Ill that the subject should 
merit further study by the interested nations.' . . 

. 70. The Commission adopted two measures placed before it by Committee 2 · 
under the heading of 'Enemy Assets, Looted Property and Related Matters'. 

The one was a recommendation reading ss follows:-
'The United Nations Monetary and Financial Conference recommends the 

liquidation of the Bank for International Settlements at the earliest possible 
moment.' 

The other was a resolution relating to Enemy Assets and Looted Property, 
imd this was adopted in principle and a drafting committee was appointed to 
make certain langnnge chan:es nr.d empowered to prepare a resolution for pra· 
sentation to the Plenary Session of the Conference. The Resolution as sub· 
mitted by the drafting committee read as follows:-

WHEREAS 
In anticipation of their impending defeat, enemy leaders, enemy nationals 

and their collaborators are transferring assets to and through neutral countrie• 
in order to conceal them and to perpetuate their influence, power, and ability 
to plan future aggrandizement and world domination thus jeopardising the 
efforts of the United Nations to estQblish and· permanently maintain peaceful 
international relations; 

. WHEREAS 

Enemy countries and their nationals have taken the property r,f occupied 
countries and their nationals bv open looting and plunder, by forcing transfers 
under duress as well as by subtle and complex devices, often operated 
throucrh the ~gency of their puppet governments, to give the cloak of legality 
to th;ir robbery and to secure ownership and control of important enterprises 
in the post-war period; · 

WHER.EAS 

Enemy countries and their nationals have also through sales and other 
methods of transfer, run t.he chain of their ownership and control through occu­
pied and neutral countries, thus making the problem of disclosure and disen-' 
tanglement one of international character; 

WHEREAS 

The United Nations have declared their intention to do their utmost to 
defeat the methods of dispossession practiced by the enemy, have reserved 
their right to declare invalid any tran•fers of property belonging to persons 
within ·occupied territory, and hnve tnken measures to protect and safeguard 
property, within their respective jurisdictions, owned by occupied countrieo­
and their nationals, as well as to prevent the disposal of loot~d property in 
United Nations markets; 
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THEREFORE 

lt is resolved that, in recuguitiuu of the:;e considerations, the Cnikti N:.1tiuu:;. 
.i\Iouetary aucl .t iuaucial Loutereuce 

I. Takes note of and fully supports steps taken by the United Nations for 
the plli·po•e ot 

(a) uncovering, &egregatiug, controlliui£, and n1uking appropriate Jispos.tiuu 
of enemy assets; 

(bJ preventing the liquidation of property looted by the enemy, locating and 
tracin" owner•lup and control of such looted property, and takmg apprc..pr.ate 
meas~es with a view to its restoration to its lawfnl owners. 

11. l\ecomwemls tuat all Governments of countries represented at this 
Coufereuce take action consistent with their relations with the countries at war 
to call upon the GovernrnelllS of ntutral countries 

(a) to take immediate measures to prevent any disposition or transfer within 
terntories subject to their JUrisdiction of any 

(lJ assets belonging to the Government or any individuals or institution& 
within those United 1\atious occupied by tlw enemy; and 

(2) looted gold, currency, art objects, securities, other evidences of owner­
ship in financial or business enterprisc·s, and of other assets looted by the 
enemy; 

us well as to uucover, se~regate and hold at the di~position of the post-liberatic-n 
authorities in the appropriate country any such assets within tenitory subject 
to their jurisdictio!J. 

(bJ to take immediate measures to prevent the concealment by fraudulent 
nJ.eans or otherwise within countri(•s subject to thL·ir jur~scliction of any 

(1) assets belonging to, or alleged to belong to, the Government or any 
individuals or institutions witbin e11emy countries; 

(2) assets belonging to,. or alleged to belong to. enemy leaders, their ass,_ 
ciates and co!LdJol';ttor!-', and 
to fac:ilitnt-e their ultimnte delivery to thf' post-aL·nli~t-ic~ at1th~1rit.ies. 

71. The Commission adopted the report of Committee 3 on 'Economic and 
Finandal Polic·it•s, Exchange of Infornwtion. and ot'1cr ~Ienns of l'in-mc."al CJ­
opera tion.' 

or t.he rnattL'l'S ('Oilsid{•rl'rl l:v Cf5nuuittee 3 bn> were snbject to specific 
disc·us:;ic.n Rncl vote by the Comu;iSsion. 

The first was a ;esolution combining the propnsnls submittefl hy Bolivi:t, 
Brazil. Chile, Cuba, and Peru. The text of the Resolution, which wns adopted 
by the Commission, is as follows:-
WHEREAS 

In Article I of the Artiel<-s of Ag-reement r;f the bternational Monetary 
l"un<l it is stnte<l that one of the pl"ineipal pnrpnses of the Fund is to facilitate 
~1e expansion nnd balnneer! orowth of internnt'onal trnde, nnd to contribute 
there.hy to the promotion and maintenance of hi~h l<•vels of emplo:vment nnd 
rertl mc·ome nnd to thf> ilt>velopment of thr prodnc·t.ive rC'sources of all members 
ag primnry ohject.ives of economic polie,v; 

WHEREAS 

It is recognised thnt the complete nttninment of this an<l other purpmes 
and objectives stated in t.h., A~reement cannot he arhievrd throug-h the instru­
mentnlit.v of the Fund alone; 

THEREFORE 

'fhP UnitPil Nnt.ions )fondnry nnrl Finnnci::!I Conferenre recomrn~?nils to thP. 
participnt.ing Governnwnt.s thnt. in arlrlition to imnlPmentirw thP- specific mone­
tnry nnil flnnncial mensurPs which were thP snhjpct of thif: Con'erencf'. t.h ... v 
11eek, with a view to creating in the field of international economic relations 
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conditions necessary for the attainment of the put·poses of the }'und and of the 
broader primary objectives of economic policy, to reach agreement a& soon as 
possible on ways and means whereby they may best 

(1) reduce obstacles to int<lmatioual trude and in other ways promota 
mutually advantageous international conuuercial relations; ' 

(2) bring about the orderly marketiug of staple commodities at pric·es fuir 
to the producer and consumer alike; · 

(3) deal with the special problems of internatioual concern which w.U aris" 
from the cessation of production for war purposes; and · 

(4) facilitate by co-operative effort the harwouization of national policies of 
Member stat<Js designed to promote aud maintuin high levels of employment 
and progressively rising standards of living. 

The second matter voted on was a resolution introduced by the Australbn 
, Delegation recommending that the Governments invited to accept the inter­
twtional .Monetary Agreement be invited to eutor, at the snme tim•,, into an 
undertaking to maintain high levels of emplo.vment in their respective countdes: 
A motion for adoption of the Australian resolution was defeated. 

NEW DELHI; 

The lOth February 1945. 

(Sd.) A. J. RAISMAN, Ohairma". 

(Sd.) C. D. DESHMUKH. 

(Sd.) T. E. GREGORY. 

(Sd.) SHANMUKHAM CHETTY. 

(Sd.l A. D. SHROFF. 

(Sd.) B. K. MADAN, SecretaMJ. 

APPENDIX 

Speech nf A/r . .:I.. D. SlaTo/J, Indian Dtleyate, bt/Mt. Committee 1, on Ju.'g 7, 1944, . in 
6UppoTt of E!]ypt'll Amendment to tlu Pur-JHJUil of the lnter11ational Monetary Fund 
Telating to Stetling Balance•. 

I am in entire accord with Alternative H moved l·y the delegate for E~vpl. In 
principle, it is the same aa Alternative G which was moved the other day hv ti1e Leader 
of my Delegation, tho~gh o~r Alternative waa more mo?estly word~d. I am Very ~orry to 
say th:at the manner 10 which the prop_osal ~f t~e lndta';l Delegation waa recei\·ed by thil 
Committee and the very casual £ashton m wh1eh tt waa d1sposed of have caused seriou8 dil­
appointment to thia side of the Committee. In general, two criticisms of thn Indian 
proposa~ were made on behalf of the Un!ted States of Ameri.co an~ the United Kingdom 
Delegat1o111. The delegate from the U mted States of Amertcn rataed the objection that 
if the foreign credit balances accumulated during the war were to Le given multilatt•ral 
convertibility through the Fund, they would unduly O\'erload the Fund. ThP United 
Kingdom delegate put forth the view that this was " matter for bilateral arrangement. 
between the parties and interesta concerned. I 11hould like to make it clear that ao far u 
India is concerned public opinion and feeling on thi" quel'ltion have not only been unanimoo1 
but e:xtremely strong and unless some method i11 devi.ijed to facilitate the solution o! wha*' 
ia an extremely important matter for us the ultimate attitude of our countrv toward• the 

. lnt.fomational Monetary }i'und which ia proposed to be established will be lar8-ely influenced 
by the deciaion of the Conference on this que~tion. Wha.t is our position~ Under tlte 
various provisions of the Joint Statement relating to foreign exchange resources and reaervea 
of member countries, it appear& that although we ha.\'e four billion dollars worth of sterling 
ba1ancea, we have practically no foreii{n exchan~e resern•s, I would alAo like the Com­
mittee to appreciate that what we visualil!e for the future of our country ia il) full comKmance 
with the primary objcct.ives of the International Mnnetar·y Fund, namely, the ,e:xpansilln and 
balanced growth of international trade and the attainment of a high level of employment and 
real income. I have beard it eaid several times at theRe meetingw and it waa repeated thi1 
morning by the delegate from Brazil, that thf'.l settlement of the current balan<'ea in inter­
national trade was the main if not the only ohjcwti,·e (Jf l'Atabliahing the International 
l.itmetary Fund. Well, if that wu so, why was the primary ohjective Clf eco"l.O~ic pnliq 
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defined in Ute Purposes of the Fund as the promotion and maintenance oi a high level of 

·.employment and real income! We felt enthusiastic about the proposals for the International 
Monetary Fund as we hoped and believed that through international co-operation we would 
be enabled to build up our economy to a stage where we should make our own contribution 
towards tho strenthening of the resources of the International Monetary Fund. During 
the war we have built up, as I have said, large foreign exchange balances in London and if 
we cannot make any use of them through the machinery of the International :Monetary 
Fund, I cannot comprehend how a country situated as we are can be enthusiastically interested 
in the establishment and operation of such a Fund. I plead for some constructive reply 
from the sponsors of this scheme that the machinery will assist us in the solution of this 
problem. Here you are creating an International Monetary Fund and you are entirely 
agnoring the existence of huge foreign balances. Are You not thereby creating at the 
same time a sort of rival to the Fund? Mr. Chairman, I would like the Committee to bear 
with me for a few moments for a reference on this point to what was stated on the subject in 
the original United Kingdom proposals for an international clearing union as also in what 
is known as the White Proposals from the United States of America. The delegate from 
Egypt has already drawn the attention of this Committee to these original proposals. I 
would particularly like to read paragraph 34 from the Keynes Proposals : 

Paragraph 34 reads as under :-
'1'he position of abnonnal balances in overseas ownership held in various countri~s at 

the end of the war presents a problem of considerable importance and special difficulty. A 
country 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 redeem 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 }Qck up under an 
&gt"ced programme of ~unding or long·term expenditure. Perhaps there should be some 
special over·riding provJsion for dealing with the transitional period only by which, through 
the aid of the Clearing Union, :;uch halances would remain liquid and convertible into 
bancor by the creditor country 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.' . . . · 

Dr. Goldenweiser, the delegate from the United States of America, mentioned that this 
item was excluded from the Joint Statement on the ground that it would unduly overload 
the Fund. I presume that he said this on the understanding that perhaps at the v.ery 
outset of the Fund the entire amount of these foreign credit balances would be taken over 
by the Fund in one lump sum. This is not our case. We plead for the assistance of the 
Fund spread over a period of years to secure multilaieral convertibility of at least a portion 
of our foreign balances. I say this because with the long-standing relationship between 
India and the United Kingdom and the traditional commercial ties between the two 
countries, I take it that a large portjon of our sterling balances will ultimately be utilised in 
obtaining capital goods from the United Kingdom. I appreciate and very greatly sympathise 
with the difficulties of the United Kingdom now and in the early postwar period owing to 
the unfortunate loss of valuable foreign investments and, due to other difficulties, it is not 
likely that the United Kingdom will be in u. position to reach a stage of free convertibility 
for sterling at an early date. On the other hand, our country is pulsating with hopes and 
aspirations of large scale industrial development to raise the standard of living of four hundred 
millions fof our popuhtion. \Ve cannot, thPJ'efore. he aflked to wait indPfinitely till the 
Unit-ed Kingdom baa reached a st.age when sterling would be freely convertible into other 
currenciPE-. We therefore want conversion at least of a portion of our balances into other 
foreign currencies. 

Rtatement by Mr. A. D. Shroff, Member of tl1e Indian Delegation, at the meeting of 
Commisaion 1, on July 10, 1944 

Mr. Chairman, at the outset I should like to have your ruling on the matter which would 
proha.bly facilitate discussion and disposal of thia item. In Committee I of Commission I, 
we discussed on two separate occasions Alternativ:es G and H. As the result of these dis· 
-cussions, the Indian Delegation has tabled Alternative K, which has not yet been discussed 
by Committee I. I suggest, Sir, for your consideration that Alternative G, Alternative H 
and Alternative K may all be discussed together. 

I will now place before Commission I Alternative K tabled by our Delegation which 
. reads aa follows : To facilitate the multilateral settlement of a reasonable portion of the 
for~ign credit balances accumulated amongst the member countries during the war so as to 
promote the purposes referred to in Sub-division 2, without placing undue strain on the 
1'esources of the Fund. 

At the time we discussed Alternatives 0 and H in Committee I, two principal objections 
were raised. 'fhe delegate from the United States opposed both of these alternatives on the 
ground that the inclusion of this item will overload th" Fund. From the vf!<ry start when 
we plac~tl our alternative for consideration before this Conference, we were absolutely clear 
in our n1inds and when I spoke at one of the meetings of Committee I, l endeavoured to 
dtar up that misunderstanding that we never intended the International Monetary }'U'1•1, 
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whe~ it was set u~, tQ take over straight away in one Jump sum the entire accUmulated 
.cred1t _balances durmg ~he .war. In explaining particularly the situation of India, I also 
made 1t clear that constderwg the very close commercial tiea between the two countries it 
is more than likely that, a very large proportion of the sterling balances we have accumu~ted 
in London over a period of years will be used in buying goods of both categories-consumer 
and capital gooda from the United Kingdom. At the same time, I pointed out thet 1f we 
are gomg to be realists, we must consider the actua.l situation in the United Kingdom today 
and in the post-war ·period. I refer, for instance, to tho unfortunate loss 
of v~luable foreign investments by the United Kingdom and, I may add, the 
necess1ty today of rehabilitation of some of the industries of the United 
Kingdom and the neressity of reducing at least some of the tremendous pri\'ations 
which are being home by the population of the United Kingdom during the last four and 
a. half years. All th.ese factors will tend to reduce the capacity of the United Kingdom to 
glVe-\ls the goods whtch we badly need. That being ao, our position is this ; Considering 
the primary objective of the International Monetary Fund, namely, the facilitation and 
.expansion of international trade and, secondly, a high level of employment and real incom~ 
w~ ~ttach. very gr~t ~~portance to t~e defi~ition of the primary obje~tive-and taking into 
constderatton the mablltty of the Untted Kingdom at least. for a fatrly long period from 
~ow onwards to meet the requirements of our capital goods, I submit to this Conference that 
tf a country situated as we are is to be enthusiastic for international collaboration, then some 
mean;& has to be devised by which multilateral convertibility would be given at least -to a 
certam proportion of the large balances we have accumulated in London. I fail to undeutand 
the argument of the United States delegate tM.t the International Monetary Fund would 
be overloaded if this item was included among the purposes of the Fund. We Rre here 
met at the instance of the sponsors of this Conference to tackle a very big problem. I ask, 
are we realistic enough in tackling this problem without adequate resources in the Fund! 
There are billions of accumulated balances abroad. As I said in Committee I, are we not 
simultaneously with the. establishment of the Fund creating a. sort. of rival to the Fund! 
And I ask whether it. would be advisable to ignore the existence of these balances! My 
answer to the delegation of the United States is that you will not unduly overload the fund 
if you create machinery for multilateral convertibility for a reasonable portion of these 
accumulated baJances. 'fhe resources available to the Fund for tackling the problem are in 
my judgment ino~.dequate and look rather like sending a jellyfish to tackle a whale. What 
I ask for is a multil:\teral s~ttlement of a portion of our balances. If the Con Ference is 
prepared to accept the principle of our amendment, then I see no difficulty at all in 
evoly.ing a. concreW formula by which the two purposes set. out in our amendment can bo met. 
'l'he purposes set out in our an:.endment. are two; To secure multilateral convertibility for a 
reasonable portion of our balances and, secondly, to devise a formula so aa not to place 
undue strain on the resourc~a of the Fund. I think, Sir, talking among friends, it may be 
as well to speak frankly about this question. We have not disguised from the Conference 
the very strong feeling in our country on this question. I am aure that the sponsors of 
this Conference are seeking collaboration from all countries of the world known as the United 
and Associated Nations. It may be that unfortunately situated as we are politically 
perhaps the 'big guns' in the Conference may not attach great importance to a ,·ountry 
like India. But I am bound to point out this, if you are prepared to ignore a. country 
of the size of India, with four hundred million population and with natural resources though 
not fully dev<!lopcd, yet not incomparable to the natural resource~ of. some of the hi~~est 
powers on this earth, we cannot be expected to make ?ur fall contrtbut~o.n to the strength~n· 
ing of the rest•urces of the Fund. Suppose you. ~on t accept ou~ posttu:'n! you are plactng 
us in a situation which I may compare to the posttlon of a. man wtth a mtlhon dollar balance 
in the bank but not sufficient cash to pay his taxi fare. That is the position you put na 
in. You want to facilitate the expansion and balanced growth of· international trade. You 
incidentally want to huild up a high level of employment and real income throughout the 
world as a whole. Mr. Morgenthan in his very fine openin~ add~e~ said 'Po:verty it .a 
menace wherever it is found'. Do you expect to fulfil the mam obJecttves of thlB Fund tf 
you .allow large co.untries .to ~e festered wit.h .this .s?rt of poverty! I would like this Com· 
miss1on to face t.hts question m a very reahsttc sp1n~. I am sure eve17body h~re. needs the 
collaboration of everybody else but if that collaboration has to be obtamed realUittcally, you 
will make it possible for all. coun~rics in the world to b~ associa.U,d with you. I be(C of you, 
rommi!lsion, to deal very dlspasstonately and sympathetically w1th the problem I put before 
you. Thank you very mncb. 

Statement on belwlf of tht United States Delegation at the fTU!eting of Commiuio·n I, on 
July, 10, 1944 

We are all cognizant of the importance of the problem of wartime indebtedness so ably 
presented by the delegate of India. We are confident that the probl~m ~~n beat be ~t.rtt.led 
directly by the countries .concerned, however, and we doubt the ad\"1sab1hty of attempt.ang 
this through the Intemahonal Monetarv Fund. 

We must be sure that the work of ihe Fund is not made more difficult by burdeninll it 
with tasks which it cannot successfully undertake. Recognit.ion of thi~t fundamental nrinciple 
led the technical experts to recommend that. the Intemational Monetary Fund shoold not be 
used for purpose's of relief or reconstruction or for meetiniZ' indebtedness arising out of the 
war. The Fund can contribute mosl pffectively to the solution of inte"71ational monetary 
problema if it confines ita work to the specialised tasks for which it.~~ .designed. 
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While the International Monetary Fund cannot deal directly with indebtedness arising out. 

of the war, we are confident its operations will facilitate the development of an environment. 
of orderly and stable exchanges free from restrictions that hamper world -trade-an env.iron~ 
ment in which the problem of wartime indebtedness can be amicably settled by the countries 
directly concerned. 

The Fund can contribute a good deal in this way to the ultimate solution of the problem 
of wartime indebtedness. It is all that the Fund can be sure of doing. To. ask more ia to 
impose on the Fund the danger or failing to perform the other and more specific tasks for 
which it is intended and for which it is suited. 

The United States Delegation expresses its sympat~etic understanding of the importance 
of this problem to India. The United States Delegation hopes that the alternatives proposed 
by the Delegate of India will not be pressed. We are confident that the problem of wartime 
indebtedness can best be settled directly by the countries concerned in a spirit of mutual 
understanding. -J 

Statement by Lord Keyne.s on beltalj of the Delegation of t/te United Kingdom at tite meeting 
of Commission I, on Jul.y 10, 1~. 

Since the UnitPd Kingdom is the only country herP represented which has incurred large· 
scale war debts to her Alhe:; and As~OI.!lates aliSO here present, tl1eae aJtemative amendments 
must be assumed, a.s Mr. Shroff had indeed made clear, to relate primarily to her. 

The various members of this alliance have suffered in mind, body and estate f1·om the 
effort and exhaustion of war in ways diffenng in kind and in degree. These sacrifices 
cannot be weighed one against the other. Those of us who were most directly threatened 
and were nev.ertheless able to remain in the fight, such as the Union of Soviet Socialist 
Republics and the United Kingdom, have fought this war on the principle of unlimited 
liability and with a more reckless disregard to economic consequences than other& who were 
more fortunately placed. We do not plead guilty to imprudence; for in the larger field of 
human affairs nothing could have been less p1·udeut than hesitation or a careful counting of 
the cost. • . 

But as a result there has been inevitably no equality of financial sacdfice. In respect 
of overseas assets the end of the war will find the United Kingdom greatly impoverished and 
others of the United Nations considerably enriched at our expense. We make no complaint 
of this provided that the resulting situation is acct~pted for what it is. On the contrary, 
we a1·e grateful to those Allies, particularly to our. Indian friends, who put their resources 
at our disposal without stint and themsel\'cs suffered from privation as a result. Our effor~ 
wou.ld have been gravely, perhaps, critically, embarrassed if they had held back from 
helping us so wholeheartedly and on so great a scale. We appreciate the moderate, friendly 
and rea.listic statement of the problem which Mr. Shroff has put before you today. Never· 
theless the settlement of these debts must. be, in our clear and settled judgment, a matter 
between those directly concerned. \Vhen the end is reached and we can see our· way into 
the daylight we shall take it up without any delay, to settle honourably what was honourably 
anJ genPrously given. 

Dut we do not intend to ask asj:ifltance in this matter from the International Monetary 
Fund-beyond the fact, as the Amedcan Delrgation has pointed out, that. the existence of 
the Fund and the general assistance it will giv.e to the stability and expansiOn of trade .may 
be expected to improve indirectly our ability to meet other obligations .. · We concur entirely 
in the view which has just been expressed hy the American Delegat.ton that the Fund is 
not intended to deal directly with war indebtedness. 

Sinr.e we do not intend. either to ask fot·, or to avail ourselVes of, any special treatment 
from the Fund, it appears to the United King-dom Delegation that this amendment could 
be of no practical effectl:! and is thercfot·e better diecat·ded if mi:;understanding is to be avoid'!d 
about the role which the Fund can expect to play. 

Stt:ttement by Mr. lstcl, French. Dele(Jale, at the m.eet;,y of Commission I, on July 10, 1944. 
While the French Delegation sympathize" with India's difficulties, it entirely supports the 

position taken by the United States and the Unii<H.I Kingdom. Although France and other 
nccupi~d countries have a(·cumulated hn.g-e war balances nc;ainst Germany, they do not request 
that the Fnnrl should be concerned with these because it is clear that the Fund. should be 
conr-ern~d only with cuncnt account movements. The very argument given by India's 
Delrc;nte as to thC' time which tt will take for India to obtain goods against blocked currend(>e, 
ahows that the tram~actions contt>mplnted nrc not of n currC'nt account nature and, therefore-, 
•n not in conf..,rmity with the purpose& of the Fund. We consider that the question rais~:J 
by Jnd1a ~houlrl nut be addressed t.a the Fund but to Mome other organization. 
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