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Bourneuf Sumaary of Coments on Individual

Fund and Bank Provisions

Missing (Prior to Bretton Woods Conference,

June 1944) - Comnaents on Published

JointStatement.
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1. Th. St wLl aI et lit the w*"nn r stia a t ttnbnet
of ~abr woWu eOlSitatits praloh of l pa..tem eeLet
apitul tn $totiwv pwp ss thrOel private tlbatjl el*.
It ill anoe by #rtstg ad prtlcilpating In th lotu no" by

lfvato Investors,

W. R. G. wonders why only long term.

Gardner feels dequate measures for international investmrent more funda-
rental than sential for soccessful operation of monetary fund.

British stress necessity of Dank's naking reconstruction loans.

sank will not enaee in relief' operations. Treasury answers.

"lvl , ·4
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I. Pwlo.n aSd olieles of )the Ba

8, The Bak will .pplaeat privte ftissoitl aps by plovlidi
apital for ptutitw Purposes out of it. on nsotna, on coadltion fhat
may eafguard it. fist., sutw privnts apitl is et available oa reason-
able teas.

ansen sugests priwvate and government investment might be olearsd through
Bank; might be vetoed by Bank If Interfere wtth sound internttional programn,

S



I00

I. Nnuroeaa ad Policles of the Bark

8. The Bank wl pmrote the log-range baland Igrowth of inter-
atioeal trade by eouragoll international investent for the develoenut

of the pro4ustive naoirfo of member Meatries.

0



0
I. fi et Ad a Paltleo $p U Sa

4. Th. Bank il take into osotnoratlon, lI its opeatlona, tke
cet ofe interational lar tent oan business ooudltias iin amber
countrie, Ina the IMediate at-twer "are, It, polLo will be to assist
in brlinsgn about a maotth tnatitI feua autla to a t acetelae eononay.

S)
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II. oGaitel of thUlsank

1. The oapita. Of the nnu Vill be the eqei et of #10 bllielm
te ba subscribed by emsber govarnments. Liabllit on shares will be
limited to the apaid portion of the aubseriptian,

White owe told British their quota would be about $1 billion.

Russians want reduced total contributions for ooeupied countries - as
'onpared to formula results - reduoed by one-half. Yihite suggested would
have to be timne limit on any concession -.

There has been much discussion of provision in detailed draft - IT - 6
about repurchasing shares - intended to prevent earnings on idle currency
balances - White says "arrange" Inplies approval of owner of shares -
some thought of mt allowdng this to affect voting power - and of Bank
always having power to require the resubsoription of the nmember - to
preserve Bank's capital intact.

If contributions are required, favorable balance countries should supply
bulk of funds. perhaps member country should determine its contribution.

U.S. subscriptions be about 1/1 of total, Russia less than S1 billion
be based on agreed upon formula
Proposed fornula foy subscriptions not directly related to country's ability
to finance export apital - because of political and practical diffloultles

British quastion whether not borrowvingt countries should contribute resources
to Bank

Treasurv answers - forrmula for subscriptions be based on ability to provide
carital (national Tncore) and benefits to be received (volume of foreign
trade)
3ug&st V. of national inoree in 1940, 64 of annual foreign trade in 1931 r-3.

Subscribed capital of $10 billion be sufficient to permit Bank to act as
.uawantor for $20 or $50 billion of loans.
;orkfnl capital Afr direct loans, which are of secondary importance, of about
S2 billion be sufficient.
Substantial portion of' capital be reserved in forn of uinraid subscriptions
as srevty f und for obligations as guarantor or issuer of securities.
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coultal Of *b* Be*

S. A nbmta;M4* lpa of ti nubuoflbEA oq tlt t tho ]e w. flU
be rSaed Ina t:x forn of speld t ub.iib ptlms a. a usrty fG foer the
securita gaantee4d or aisv by the En.

riitlsh wnt cuantee feesa taiaed as fund, to meet losi"n under gniantes.



zx. -- kal the Ink

S. Tbhe initial Pument Om share iLl be O pnroost of the BUb-
sriptins, ae portion of whih AhndU be in gol anad the resainder in
l1el rre . YFauth" qmnMl en #IUb¶Srpt±Ao will be ade as the
Board of Diretor nay Aetetutn, but n te thamn 0 pereant of the
ubeorlptioa MW be eailsd in amq oae Year.

hlte once said U.S, miGht ray 2C(X in sold - Englund 1%, etc. - down to
5%- average 105.

J,.$. doesn't have gold repurchase provision anywhere.

Gardner suggested al lowing Russiane to reduce gold contributions - White
offered Russians 25• reduction in gold during reconstruction period,

British seemed to favor calling up much loess than 20.

No rold necessary, contribtltions should be in local currency and securities

Gardner feols :old not an appropriate instrument for long-term fimncing.

aritish suggest only small part of Bank's oapital be called up; loans
sponsored by 7ank be guarantoeed as international obligation to which all
countries siPscribe - ths spread risk on such loans, calls on guarantees
be spread over long period - service on loan take fort of termn able annuities.

Treasury answers. Bank need Pold to acquire member currencies it may reed,
to maintain its liquidih y o countries in which borrower may obtain desired
materials will not bo I I by availability of currencies in Bank. Cold
holdings nsure Biank meet obligations promptly,

Draft provide member countries must guarantee bank against loss on holdings
of local Ourrencies.



IIl, Operations of the aBe

1. The hn JwLl &eal J throwk the 6Onfetas of meber cuntrist
and their fisesZ seosnt. the Iatanateloal tonetary Flud, and other
intoraetioml ageice. aed predoinulantly by member goerameats.

It IN qil* dal W ith the publi Mat private institutions of mnbIer
sowatriei in tIst' Owin eeourltie or She otsuritil whih it has
gwmrothee4.

3ardner would substltute "with" for "through" and add central banks. A.B.
"through" Is better. See attached Gardnetr draft.



I. An apnrate limit tIl be poaed an the outetadlg obll-
atlioa of the Bak d arl tb he rouroee of the Ban will be atallable
to net ts bliatItlon.

This is meant to overrule Il. 9 (c) as far as currencies bein available
to meet losses ndtr guarantees.

Treasury orposed to limiting obligations due from .any one country.

See GqIder draft attaohed to III. 1

British agree definitely that all mebers should share in risks up to
reasonable amount - their stbscription.

British suggest that aSy call on ctarantees should be spread over as long
a period as possible - sugest thAt loans be serviced as terminable annuities

so that, in the event of fdefault no large capital sun fuls due.



ZZZ. Omratons o tfe Blk

B. The arak *1X not fItane the local ourrq aneas of a bar-
rower stept I, those Bp.O4 l onircmstanes where feeillttie are not
available far brM.int intsteaet funS at hae.

Mlrht be a god idea to Icnd a country its currenoy - rather than have it
obtain earings on idle balances in the Bank.

See Gardner draft attached to Iii. 1

Sept. 6 neto ,R - contributtons of oountries torrowing from would be used to
Pinance local expe rItures on deveolonent projects.

Treasury answers - Bank not intended to vrovide Thnds for experditure wi.tin
borrowig country eooer t under special circumstances.



Ill qOerations of the

4. The Bok my gunrnteae, psrtieilt. In, or make loan to any
maber ountry, its p toltil otA b isimon aid busiaxuas d industrial
enterprise in a rmber ountry, under the folliWag oondItient

(a) Te iat1ial oveeormat, neatral b* or a emarable
aC 7 gtaratetN the pqmnt of inLterest and prinlhil.

Nothing in i7i. E to indtcate that only IonC term loans. Most of !U.S.
conilttee thinks powers should be broadly defined so tthat short-term
loans could be made. But White said that there are other agencies for
diroect finaning of trade.

Treasury says plitrry pirpose of la) is to ensure guarantee of freedom fror
exchange control.

Would Frobably requiro giarantea for application.

See Garnder draft attaohed to Ir. 1

S



. Operatinas ef t$he B

4. The Bank mqy garante, partlolpat. iL, or ie Ionu to any
rsabt olatry, its politiIcal sbdiviions, aid btusi.es Ud industrial
aterrprtes in · mabe eounnry, treaer the tolowng oonditiong:

(b) The borrower is otherwis able to seur. the feed
fra other ourvest under ooBltionb whish in tho
opinion of the Bk are resaoaabl.

Soe Oardner draft attaohed to IlI. 1



Ill. AeratieL of the s

4. The Bahk q gantee, parttlhate in, or ak. loan to amy
esaber bountr, its politleal subdivislos, aM bineaass nd Indsitrial

eutefrlie Is a arember eqntry, ser the followitn onditioi

(.1 A competeat eomitte., afteraa irful stuty of the merits
of the pftea rep1rt that the Isn wnIA eserve to raise
the productivity of the borfrwig nitnry at that the
prospeots are favorable to the nrvieinl of th loan.

Mr. -Gldeeresir orie sugeated "and that there is a reoAoablc prospect that
during the life of the loan the country's budgetary and internationel
balance of payments position will enable it to d1scharge its obligations
under the loan",

Russians arrued this investigation not necessary in case of State tradinz
country.

Question vtether want "project" or "progran. The seocond might cover eonoral
monetary rehabilitttion programs, restocking with raw rmaterials, eto.

See cardner draft attached to IlI. I

Goldenweiser and Koynes object to earlier Frovision stating loan be made
onlr ift. ntry's budgetary or balance of payments prospects are Favorable
to 4lown.

Iroject need not be rrofitable but should be sufficiently productive so
borrowing country can raise internally the funds to service loans. Vight
he exception in cases where there are indirect benefits of project to
world or lending country.

Polish suggest countries arplying for loan submit their development program
covering all investrment projects planned for near future. ank woul id hae
oversight of entire Inrrvestment policy of borrower.

British favor exrert expination of projects to be financed by Bank - deoree
of priority, toechnical capacity, ability to service.



Ill. Operetas. of the %ank

4. The ht ma suaranqee, partlaipate In, or make loan. to amy
mber coantry, its politial subdiviions, and business and iLndustrial
enterprise. it a member eaoutry. under the followig monditlons

(4) Lean are made at reasrable rates of interest with
sohedules of repayment appropriate to the project and
to belnce of pameant prospects of the borrowing
SaOtry.

Russians wanted lower rates charged to occupied coutries. Cardner surested
might allow three vyr reriod before amortization begins.

Has been much discussion of meaning of reasonable - ran't be so low as to
orpete with private investors - may want to sell 5uaranteed obligations
on the market -

See OGardner draft attached to III. 1

Hansen suggest 'ank provide oayital funds for certain rrojects essentIal
rto doelopment of borrowir. country wich howeaver could not meet rarkot
rate of interest at inlerest of i~ snd Perhaps Rank should be w il ing to
share with borrowing rov't any loss on vrinoiyal. In rost suohoasos borrow-
in? oovmtry should be willin, to tutrntree ninrrml rate of interest.

Poles request definition of "reasonable terms" and"reasonable rates".
Cost of credits granted foreign countries or terms of credit prevailing
in creditor country should not be so widely devoerent as in rostwar years.

Loans for reconstruction or development should be on seasy terms to permit
borrower to follow cheap money !olicy,

Treasury answers - rate of interest will vary with credit position of borrower
and oonditions oF financial markets.



In. Onerntlo of the Bank

4. Its Bonk nay gmat, partitipat ln, or make loans to uaw
saber Ontry. It. politial abdnivsiofLs~ and buejs and industrial

1erprlsea In a aiber ofmwtv andsr the follti oon4itiontl

(a) mThe kS is eagPiatd for its risk in guaranteine
tS0 - y srtvatvew JUaesto.n

Treasury insists charre riust be relatyd to risks - night be low r astimato
of risks than private investors - extent of' Curantea must be no more
than siutflicient to enable the placirg of the sourities at reasonable
rates.

t'ay need to make wordinr more general to covsr agriultural Aterprises.

Gardner anxious not to put maximum of 1% or 1.> on guarantee charge -
if bigger risks have to be handled by direet loans guarantees won't be
able to cover widest fields.

See Oardner draft attached to III. 1

British want flat rate of 1l - want guarantee fees retained as fund to meet
losses under guarantees - Treasury agrees on seoond point.

Treasury answers - Fee paid by borrower depend upon ty"e of guarantee.



0 $

In, Oertions of the Bank

, To wah eoun I* iaternatina inrestant in equity securities,
the Bank ay obtaim a governmnta guarantee of onrrsioa Into foreiSagn
ezohal of the currant lranis on iAh nvestents. It NW also SplOy
& moll portion Of It ovpttal dirotly in equity Investent,

See Gardner draft attached to III. 1

This provision may mneet objections of Keynes that fixed interest-boariNg
loans placed severe burden upon borrowing country and ... Bank should
sponsor equity investnents.

Hansen suggest Bark guarantee minimum yield insurance on privately-invested
equity capital.

Gardner believes equity investments by an inter-goverrwental bank would be
politically suspects.



III. OpepatiloS of the Ban

6. The Bank will scse n cmiOtpas to to the partioular member
*omtfl in which a loan iU be spent. The Dne w11 ake arrnsamnta
to ease. the use of the Qion on for the apprd purpoSS.

British would say "The 4 .Žk shoal not take or guarantee any loan a) unless
it is clear that the proceods of the loan are free exohange avalable for
expesndliture in any market."

See CUrdner draft attached to IITT. 1

Hansoe n - no tying of loans, borrower be allowed to buy oapital equipment with
funds provided by Barnk in any market.



IZ,. Oertlatio or the ak

7. 3I provildian the fuad for loane sa by the Bitt, its policy
will be:

(a) To furnish the currecles needed by the borrower in
soetion with the loan.

Basch asked why necessary since Fund provides for convertibility of murrencies -
White said only convertibility for some prroses - said this provision
neoesary otherwise all oonntries qeti a&e A/;'.lr

Iritish would ive the borrower the currency loaned - not the currency needed.

See Gardner draft attached to II. 1

Bernstein said word "neoded is equivocal - could mean sterlin for ipurchases
in Enrland - or dollars to buy sterlin itf sterling not available.



MI, Opeations Of the Ba

. In prmvidl the fuans for lOas made by the Blak, its policy
will bet

(b) TO maks aailflls a apfnpr lat. part of the loan In sold
or n e foreiga exhamm when a evelaoental prngm
givs Vie, to an iaorease aneed for tornlga etoh e.

See Ardner draft attached % II. 1I

Poles think Bank should arrange credits to cover additional imports wtich
will arise as consequence of development projects financed by domestic
capital - for increased demand for consumer goods, raw materials.



in. Onarstio* of the atrk.

I. Zla pvding the tfundsi for leam made by the Bank, its poltey
will bet

(a) To funish gld or neede foren oxchanMg for a
part of the es a]peaded by the borwerr at the
rnqwst of oountris in which portnse of the
loan are spent.

See Gardner dr&ft attached to ITI. 1

White las always said this meant to allow England to get reimbursed for
needed foreidn inmrorts resulting fro eoods extorted lnder the loan.



In. Opratioms or the fea

S. Us 1ion ma be AnAt.. or VA. by tho Bank wtthot the
approval of the nimtry i wh0oas oureaOy th, leaalt ua4.

Should say "approval of the representatives of the country".

Collado would prefer "timely objection" arrangement - White and Bernstein
said would leave to Conference.

British would elininate here - add to their revised ITT-6 - very insistent
on this approval provision - would add tett approval must be given in light
of fact tltt proceeds of loan, once subscribed, shall be free exchange
available for oxrenditure in any market.

See cardner draft attached to ITI. 1

Veto not complete because of Cold ontribution

Approval of country would probably be forthcoming if refusal meant loss of
export nmrket.

vento power oessay to protect debtor countries wich cnot afford to lend
abroad.

But borrowers should be allowed to buy in cheapest ,arket.

Gold fully convertible ½nto any currency but presumably use of' moh currency
subject to approval of country ~owerned.

British suggest no country to be obligated to subscribe to loans sponsored
or guaranteed by Bank unless its monetary authority has approved such
subsoriFtion as within capmcity of country's balance of payments.



·

IlL operat±in6 the bnk
9. With the approv of the representative of the gornmenta

of the Aaber *owtriee tinwvnd, the ank my *eage In the followil
operstiosi

(a) It say lIseu, bur or sell its owrn seuritius,
ealurities taken fro it. portfolio, or secour-

ltie whioh it has guarantd.

See Gardner draft attaohed to III. 1

Bank be able to tax private loan fnds by selllnZ its securities. Will dis-
pose of securities acquired by participation as soon as marketable - also
securities aoquired-from direct loan. Treasury answevrs



0 0

III, Opratiouns of the B*

9. With the approval Of the rOpsn&tative of the govrsectns
of the amtber QOatriss invelved, the Bank may ampse in the following
Operatiolis

tb) It may bo frma m mber goveOnnut.st oentral bank.,
or private flnaenolel lstitutions In mmber eountri.,

Yr. coldnweiser oce sugestad that central bwks be oleft t here.

See qardner draft attached to III. 1



0 ·
M. Onrattons of t lank

9. Wlth the apprOa of the reprsentativaa of the gorrs.ent
of the meober meotris inivolt, the Bank may onao. si thei followifl
opentionlal

(a) it ma bmr or eel ftonI enbenb e whre saeb
traansaoiona ae neaolslfa in oomeatelO wlt4 lits

See Gardner draft attaohed to ITT. 1.

Should ths apply to fTnds borrowed by the Bank from private investors.



L. Payment of interest and prlnoipal On loans partlalpated in
or me. by tkh bank will be In ourreles asoeptable to the IBnk or
in sold,

Collado suggests might provide for fee for stand-by credits - Ixim.
oontenplating some such thing - for extensions of time - don't want to
entourage fast use - wouldn't charge to begin with.,

See Gardner draft attached to III. 1

Should Frobably be a statement to the effect that all obligations of the
Bank and debts to the sank be stated in terms of a stable gold unit.

or
Suggestion of revision - Sept. AB - Repayment in currencies borrowed am

in currencies aeoiltable to Bank
If repyrent made in currency other than that borrowed ojin gold, nmember
country lose control over use of that pa t of its subscription.



0
IT. lsnnent Provi±on

S. Zn the event ot m amutt exehlalne strIneay the Bank may,
for britef pefl*od, aSapt local cEurncy in pamet of lnteret and
prioIpal uder conditious that afevard the vale of the Bhnk's
holdings.

Why couldn't this privilege be etlendabla - shouldn't there be refundln C
provi sions?

See %rdner draft attached to IIt. 1

This provision Grants to fixed loans some of adaptability of equity tnvestrents.



IVr. lens Paints Io

B. Paymnt of interst t an princIpal, whether vade in ourrenoles
or in gold, nset be eqAulvnit to th gold valm of tbhe loan end of the
oontraoetual interest thereon.

See Gardner draft attached to ITI. 1.

0

0



1. The a&inistration of the Bnk will be vested In a foveelgiM
board and an executive amittee repreoentir the smabrs. The gor-
ermina board ay appoint an advriory oornoll oomsiatlng of representa-
tive of banIng, bmsinma, labor and aegrioultural interests, and aush

iera ttes as it finds necessary. Provisions will be made for consul-
tation with other interestd agenias on matters of direnot interest to
them.

Earpinski suggests a cmittoo of "nemberstrather of 9 as in Nov. 2'; draft.

?usslans want great povei.rs on xee. Com't. Advisory Colicil.

L!



S. The distribution of oting power will be eouley related to
the sheh bosdUi Q of the samber cuatries.

Russians wanted minirnum of 104 for great powers.

Gardner corment that voting power can't be dissociated from contributions -

Voting power according to mounts lent Impossible - most oountries wrould have none.

S~~ ,I



T. M ms
8. The Bnk will publish regularly a balOUe Shot showing ito

finaneiel ohItiOM anA a statmaet of earning ashowl the reslts of
its operation. TBhe Bank my aso publish from time to ti., such other
Infornatio n would be helpful to the sounmd delocent of International
ivsm'etnt.



0

4. O*-foaurth of the prnfits ntMd be applied to aurplus until
nrplum equls 0 meeat of the lpt4l.,

Profits probably should be distributed according to loans mande - not to shares
held.

Czechs suggested saying "at least one-fourth".

ImIpossible to give contributor a return comrensurate with use of oontribuitlon
becaulse of gold subscription and because repayrient may be ino hcurrency
than one lent if acceptable to Bank or in gold.
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it. Vithdry"I *ad S nn *lon

1. A amber eotry may wittbaw frm the Bank by Sgtiv nolioo
In uritiM.
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TX. Withdrawa ed Supnlsi

2. A abr mnttry falling to mIot it. fNmmeal obligations
to the Sa may be delared in default ad MA be spened fro
meaberhip, provded that a majority of the mouer eoatries so deidp.

question as to whether 3 serarate sters, failure to meet obligations.
declaration that in default, suspension from membership.



Vi. Withdrawal auA S ation

. if a ber eountry elects to withdraw or is dropd tfro
the Back, its harea, of stock would, if the Bank la a sIurplus, be
repurhed at the proe paid. If he Dk's bok show a lass, the
couatry would bear a proportionate hare of the aos. Appropriate
povlsion should be ad, for meeting the oontinent liabilities.


